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STATEMENT OF ACCOUNTS
2006 / 2007
INTRODUCTION

This booklet contains the Statement of Accounts which the Council publishes in accordance with
the Accounts and Audit Regulations 2003.
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EXPLANATORY FOREWORD

The Council’s accounts for the year 2006/07 are set out on pages S1 to S34. They consist of:

The Core Financial Statements:

the Statement of Responsibilities for the Statement of Accounts — which explains both the
Authority’s and Director of Resources’ responsibilities in respect of the Statement of Accounts;

the Income and Expenditure Account — which summarises the resources that have been
generated and used in providing services and managing the Council during the year. It
includes all expenses and related income on an accruals basis, as well as transactions for
the value of fixed assets consumed and projected value of retirement benefits earned by
employees in the year;

the Statement of Movement on the General Fund Balance — a reconciliation statement
which summarises the difference between the outturn on the Income and Expenditure
Account and the General Fund Balance. The General Fund balance shows whether the
Council has over or under-spent against the Council Tax raised for the year. It takes into
account the use of reserves built up in the past and contributions to reserves earmarked for
future expenditure;

the Statement of Total Recognised Gains and Losses — which brings together all the gains
and losses of the Council for the year and shows the total increase in its net worth. In
addition to the surplus on the Income and Expenditure Account, it includes gains and losses
relating to the revaluation of fixed assets and the re-measurement of the net liability to cover
the cost of retirement benefits;

the Balance Sheet — which sets out the financial position of the Council on 31 March 2007;

the Cash Flow Statement — which summarises the inflows and outflows of cash arising from
transactions with third parties for Revenue and Capital purposes.

Supplementary Financial Statements:

the Housing Revenue Account Income and Expenditure Account — which summarises the
resources that have been generated and used in providing and managing Council Housing
during the year on the same accounting basis as the main Income and Expenditure Account
above;

the Statement of Movement on the Housing Revenue Account Balance - a reconciliation
statement which summarises the difference between the HRA Income and Expenditure
account and the HRA Balance. This balance shows whether the statutory Housing Revenue
Account, prepared on a different accounting basis, was in surplus or deficit for the year;

the Collection Fund Revenue Account — which shows the transactions of Harrogate Borough

Council (the billing authority) in relation to non-domestic rates and the Council Tax, and
illustrates the way in which these have been distributed to preceptors, the NNDR pool, and the
General Fund.

These accounts are supported by the Statement of Accounting Policies which follows this
Foreword, various notes to the accounts, and the Statement on Internal Control at Appendix 1
which explains how the Council maintains an effective system of internal financial control.
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EXPLANATORY FOREWORD

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 following
graphs show in broad terms where the Council's money comes from, what it is spent on, and what
services it provides. The graphs relate to the revenue activities of the General Fund and Housing
Revenue Account when combined for 2006/07.

Where the money comes from (£92.8m):

13%

A. Rents, Charges & Interest £42.9m

46%
B A B. Government Grants £37.5m

C. Council Taxes £12.4m
41%

Revenue Support Grant and redistributed business rates, together with specific government
grants towards rent allowances and Council Tax benefits, provide over two fifths of the total.
Nearly half of the Council's income comes from the services it provides through rents, fees and
charges and external interest. Council Taxpayers contribute about one eighth of the total
income.

What the money is spent on (£92.8m):

2%

C
34%
A A. Employees £31.2m
B. Running Expenses £59.3m
C. Treasury Management Expenses £2.3m

64%

Running expenses such as maintaining buildings, paying benefits, operating vehicles and
purchase of supplies and services take up about two thirds of total expenditure. Employees
account for about a third of the total. Treasury management charges are mainly the provision for
the payment of principal and interest on loans.
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EXPLANATORY FOREWORD

5. The Services provided (£92.8m):

A. Central Services to the Public £12.1m

B. Cultural & Related Services £19.1m

C. Environmental Services £10.6m

D. Planning & Development Services £6.2m

21% E. Council Housing £10.9m
F. Housing Benefits £19.8m

G. Other Housing Services £2.4m

H. Highways, Roads & Transport £3.6m

I.  Corporate Costs £3.1m

7% ) )

J. Other Operating Expenditure £3.7m

General Fund Balance Movements } £1.3m

Expenditure and income on Council Housing is charged to a separate ring-fenced account
called the Housing Revenue Account, see page S29 for details.
General Fund Budget

6. The main components of the budget for 2006/07 and how these compare with actual income
and expenditure are set out below:

Original Actual  Difference
Budget
£m £m £m
Gross Expenditure on Services 75.1 77.0 1.9
Income oS 554 3.9
Net Expenditure on Services 23.6 21.6 -2.0
Interest payable and other operating costs (net) 2.3 1.5 -0.8
Net Operating Expenditure 25.9 23.1 -2.8
Council Tax Income -12.4 -12.4 0.0
Government Grants -10.1 -10.1 0.0
GF Deficit / Surplus (-) for year, 3.4 0.6 -2.8
Other GF Balance Movements -3.4 -0.8 2.6
Net Movement on GF Balance (see page S11) 0.0 -0.2 -0.2
GF Balance brought forward 2.1 2.7 0.5
GF Balance carried forward 2.1 2.9 0.7

7. Net Expenditure on Services was below budget with significant changes in both expenditure
and income during the year. There were savings across all Business Units achieved by
departmental managers exercising strict budgetary control. Income generated from
Conferences and Exhibitions was up £0.4m but spending was also up £0.6m, this included
£0.3m of additional investment spending matched by a transfer from the Conference &
Exhibition Reserve. £0.1m current year savings were transferred back into this Reserve.
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10.

11.

12.

13.

14.

EXPLANATORY FOREWORD

Income from specific grants was up £1.4m, £0.7m being matched by increased spending on
Housing Benefits and £0.2m on various Environmental Services. The Council received £0.5m
of additional grant under the Local Authority Business Growth Incentive Scheme, this has been
transferred to reserves to meet expenditure in future years.

Income from local fees and charges was also higher across most other services (£1.2m) and
interest income was higher than expected (£0.6m) because of higher internal balances. These
savings enabled the Council to absorb additional costs particularly in relation to Waste
Collection and Concessionary fares and allowed further transfers to reserves for specific
purposes. Capital Expenditure charged to the General Fund Balance was £1.3m below budget,
this was matched by a reduction in transfers from reserves. £0.6m of capital receipts have
been used instead of capital reserves.

Net expenditure after transfers to specific reserves is £0.2m below that estimated. Changes on
capital and revenue in the year mean that the net amount contributed to earmarked reserves and
the working balance was £0.3m instead of the planned reduction of £2.8m. The result is that
there is a working balance at 31 March 2006 of £2.9m, and earmarked reserves of £14.5m.

Housing Revenue Account Budget

The main components of the budget for 2006/07 and how these compare with actual income and
expenditure are set out below:

Original Budget Actual Difference

£m £m £m

Gross Expenditure 9.4 8.6 -0.8
Negative Subsidy Payment to the Government 2.3 2.3 0.0
Income -12.7 -13.0 -0.3
Net HRA Service Expenditure -1.0 2.1 -1.1
Interest payable and other operating costs (net) 0.2 0.2 0.0
Net operating surplus for year, see page S29 -0.8 -1.9 -1.1
Other HRA Balance Movements, see page S30 0.3 0.3 0.0
Net Movement on HRA Balance -0.5 -1.6 -1.1
HRA balance brought forward 35 35 0.0
HRA balance carried forward 4.0 5.1 1.1

Gross expenditure was lower than the original budget by £0.8m. Spending on repairs and
maintenance was down by £0.4m and replacement of the Housing Management System was
postponed £0.3m. The higher level of income is from rents, charges for services and facilities and
increased investment income.

The HRA working balance brought forward was £3.5m in line with the forecast and stands at
£5.1m at 31 March 2007. It is estimated not to change by the end of 2007/08. This level of
working balance is needed to sustain the HRA in the medium term.

Capital

In 2006/07 the Council spent £12.8m on capital projects compared with the original budget of
£13.3m. Details of the major schemes are contained in the notes to the Core Financial
Statements on page S22. A large part of this capital spending (£5.0m) was on the Housing
Investment Programme (original budget £5.1m). Spending on council house improvements and
environmental works (£4.1m) was slightly higher than originally budgeted (£4.0m) because of
work that slipped from 2005/06.

Capital spending on other services projects was £7.8m (original budget £8.1m). The difference
is due largely to the re-phasing to 2007/08 of Computer spending (£0.7m) and the Mercury
Abatement scheme (£0.2m). This was offset by additional spending on behalf of the Royal
Hall Restoration Trust (£0.2m) and purchases of Recycling Bins and Vehicles prior to 2007/08
(£0.4m) to enable the Green Waste Recycling scheme to commence on 1 April 2007.
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15.

16.

17.

18.

109.

20.

EXPLANATORY FOREWORD

Capital receipts from asset sales etc during the year totalled £1.2m (including £1.0m from the sale
of Housing Revenue Account houses and land) and the pooled share of these receipts paid over to
the Government was £0.6m. About £1.4m of capital receipts were used to meet capital expenditure
in 2006/07, the balance of the funding requirement coming from borrowing (£0.9m), revenue
contributions including Major Repairs Reserve (£5.6m), and grants and contributions (£4.9m).

Total loans outstanding owed to external parties amount to £15.1m of which £5.0m relates to the
Housing Revenue Account; the figure is also offset by external lending totalling £30.1m. These
figures should be viewed however, in relation to the Council’'s assets which have a net book value
of £321m and an insurance value of over £480m.

The Council's share of the net liability on the North Yorkshire Pension Fund is £34.6m at
31 March 2007. This is a long-term position, and contribution rates are set to meet 100% of local
authorities’ liabilities over time, under Pension Fund Regulations.

Changes

The accounting policies adopted by the Council comply with the relevant recommended accounting
practices and the latest revisions to these from 1 April 2006. For 2006/07 this includes the
requirement to make a major change to the accounting policies for capital financing charges,
Government grants deferred and treatment of gains/losses on disposal of fixed assets. For more
details of the changes and their effect on the accounts see the Statement of Accounting Policies
page S7 note 3, page S8 notes 5 and 9 and note 1 to the Core Financial Statements page S15.

There has been no major change in the Council’s statutory functions during the year.

There were no material events in the year ended 31 March 2007 which affect the presentation of the
accounts.

Further Information

21.

22.

Further information about the accounts is available from Anne Wray in the Resources Department,
Council Offices, Crescent Gardens, Harrogate HG1 2SG, telephone (01423) 556107 or eMalil
anne.wray@harrogate.gov.uk This is part of the Council’s policy of providing full information about

Council affairs.

In addition, interested members of the public have a statutory right to inspect the accounts before the
audit is completed. The availability of the accounts for inspection is advertised in the local press. The
audit of the accounts for the financial year 2006/07 commences in early July 2007.
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STATEMENT OF ACCOUNTING POLICIES
General

The Accounts have been prepared in accordance with the Code of Practice on Local Authority
Accounting issued in June 2006 by the Chartered Institute of Public Finance and Accountancy
(CIPFA).

Fixed Assets
Intangible Fixed Assets

Intangible assets (eg software licences) are valued at cost and depreciated over their economic lives
(generally 3 years) on a straight line basis.

Tangible Fixed Assets

All expenditure on the acquisition, creation or enhancement of fixed assets is capitalised on an
accruals basis. Operational assets are included in the balance sheet at the open market value in
existing use (or net current replacement cost, if lower). Non-operational assets (Investment
Properties and Surplus assets) are included at open market value (or net current replacement cost,
if lower). Non-operational assets under construction are valued at historic cost until brought into
operation. Infrastructure assets and community assets are also included at historic cost. The current
asset values used in the accounts are certified by the Council’s internal Valuers under a five year
rolling programme of revaluations. Subsequent additions are included in the accounts at the cost of
acquisition. The credits/debits arising on the revaluation of fixed assets are taken to the fixed asset
restatement account.

Assets, other than land and Non-operational Investment Properties, are depreciated over their
useful economic lives, except where any provision for depreciation would not be material.
Depreciation is calculated using the straight line method for buildings (generally over 60 years, and
40 years for houses) and the reducing balance method for vehicles and plant (7 years). In the case
of council houses, the major repairs allowance represents a reasonable estimate of depreciation
under the Code.

Assets utilised under operating leases are not shown in the balance sheet. The rentals payable are
charged evenly to revenue and disclosed in the notes to the Core Financial Statements (page S23
note 29) together with outstanding commitments at 31 March.

Council Assets rented out under operating leases are recorded as fixed assets and the rental
income credited evenly to revenue over the period of the lease. The rental income and net value of
the assets used for operating leases are shown in the notes to the Core Financial Statements page
S24 note 30.

Capital Charges

The 2006 Statement of Recommended Practice removes the requirement to make a capital
financing charge to service revenue accounts based on the net amount at which the fixed assets
are included in the balance sheet. Depreciation charges are required to be charged direct to
service revenue accounts.

The effect on the 2006/07 accounts is a reduction of £10.0m in the net cost of services (£7.6m on
the Housing Revenue Account) and a corresponding increase in other operating income and
expenditure.

The effect of this change in accounting policy on the 2005/06 comparative figures in the Income
and Expenditure Account is shown in note 1 to the Core Financial Statements on page S15.

Deferred Charges

Deferred charges represent expenditure which may properly be capitalised but does not represent
tangible fixed assets eg Improvement Grants / Loans. They are written off to revenue in the year of
expenditure (and this includes expenditure financed from capital receipts, grants and loan).
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STATEMENT OF ACCOUNTING POLICIES

Disposal of Fixed Assets

For 2006/07 Statement of Accounts the Council has adopted a new accounting policy for the
treatment of gains or losses on the disposal of fixed assets. This change is required by the 2006
Statement of Recommended Practice.

When an asset is disposed of the value of the asset in the balance sheet is written off to the
Income and Expenditure Account. The receipt from the disposal is also credited to the Income
and Expenditure Account and netted off against the balance sheet value to show the net gain or
loss on disposal of the fixed asset.

Amounts in excess of £10,000 must be treated as capital receipts. A proportion of receipts
relating to housing disposals (75% for dwellings and 50% for land and other assets, net of
statutory deductions and allowances) are payable to the Government.

Capital receipts are transferred to the Usable Capital Receipts Reserve (to fund future capital
investment and the payment to the Government) and the balance sheet value of the assets sold
is transferred to the Fixed Asset Restatement Account. The net amount is shown as a transfer of
the gain or loss on disposal of fixed assets on the Statement of Movement on the General Fund
Balance, to neutralise the effect of recognising the gain or loss on disposal of fixed assets in the
Income and Expenditure Account.

The effect of this change in accounting policy on the 2005/06 comparative figures in the Income
and Expenditure Account is shown in note 1 to the Core Financial Statements on page S15.

Debtors and Creditors

The revenue and capital accounts are maintained on an accruals basis. 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.

Stocks
Stocks are valued at the lower of cost or net realisable value.
Costs of Support Services

Costs of management and administration have been allocated to the total cost of services in
accordance with CIPFA’s Best Value Accounting Code of Practice. The basis of allocation used for
the main costs of management and administration is outlined below.

Cost Basis of Allocation
Finance, Administration Actual or estimated time spent by staff
Computing Actual use

Corporate and Democratic Core and Non Distributed Costs

Under Accounting rules some overheads are classed as Corporate and collected centrally rather
than being allocated across services. These include Committee Administration, Councillors’
Allowances, the cost of the Chief Executive and his support staff, costs for the preparation of
Statutory Accounts, and Pension costs of former employees.

Government Grants

These are credited to the appropriate revenue and capital accounts, and accruals made for amounts
known to be receivable for the year. Where the acquisition of a fixed asset is financed wholly or
partially from grants or contribution, the grant or contribution is credited to the Government grants
deferred account.

For 2006/07 the Council has adopted a new accounting policy for government grants deferred
required by the 2006 Statement of Recommended Practice. Government grants deferred are now
credited to service revenue accounts over the useful life of the related asset to match the
depreciation charges, instead of being credited centrally in other operating income as a corporate
item. £284k of grants deferred have been credited to services in 2006/07.
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10.

11.

12.

13.

STATEMENT OF ACCOUNTING POLICIES

The effect of this change in accounting policy on the 2005/06 comparative figures in the Income
and Expenditure Account is shown in note 1 to the Core Financial Statements on page S15.

Provisions

The Council sets aside provisions for specific future expenses or losses which are likely or certain to
be incurred, typically over the next 5 years, but the amount or date of which cannot yet be
determined accurately. The main provisions are for bad debts, for known future pension liabilities,
and for the part of known outstanding insurance claims to be paid for by the Council instead of the
insurance company. The transactions are summarised in notes 32 and 36 to the Core Financial
Statements, pages S24 and S25.

Reserves
Revenue

Amounts set aside for purposes which fall outside the definition of provisions are considered
reserves. Transfers to or from these reserves are not treated as service expenditure, but are
disclosed in note 13 on page S18 to the Core Financial Statements as transfers to or from the
General Fund Balance. (A summary appears on page S25 note 38.)

Capital

The Fixed Asset Restatement Account represents the balance of the credits and debits arising on
the periodic revaluation of fixed assets. It is not available to support spending. A summary appears
at note 37 on page S25.

The Capital Financing Account represents amounts applied from revenue, grants and capital
receipts to finance expenditure on fixed assets, together with amounts set-aside for debt
redemption, and certain other capital transactions. (It is not available to support spending. A
summary appears at note 37 on page S25.)

Pensions
See note 12.

Pensions

In line with the CIPFA Accounting Code, the Council has adopted the full accounting requirements
of FRS17 (Retirement Benefits). The disclosures required under FRS17 are set out in the notes to
the Core Financial Statements notes 43 to 45 on pages S26 to S27.

FRS17 requires the full cost of providing pension benefits in the year, calculated by the fund
actuary, to be shown in the accounts. Where the cost of providing pension benefits charged to the
accounts under FRS17 is more or less than the contribution to the scheme in the year, a
contribution from/to the Pensions Reserve is required. This brings the net cost to the Income and
Expenditure Account back in line with the amount to be raised in taxation. The balance sheet shows
the Council’'s share of net pension liability, matched by an overdrawn balance on the Pensions
Reserve.

From 1990 the Government required Fund Contributions to meet only 75% of liabilities. Accordingly
balance sheet liabilities were understated.

The Local Government Pension Scheme Regulations 1997 require that the Fund returns to 100%
funding of liabilities.

In order to return to 100% funding, Harrogate Borough Council’'s employer contribution will
increase annually by about 1.1 percentage points per annum (over 3 years from 1 April 2005)
from a 2004/05 base of 17.7% of employees’ pensionable pay, to 19.9% in 2006/07.

Internal Interest

Interest is credited to the Housing Revenue Account based on the level of its notional cash balances
(using the statutory formula) plus the actual gross interest received from right-to-buy mortgages.
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STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS

The Authority’s Responsibilities
The Authority is required 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
Director of Resources;
manage its affairs to secure economic, efficient and effective use of resources and safeguard its assets;
approve the Statement of Accounts.
The Director of Resources’ Responsibilities
The Director of Resources is responsible for the preparation of the authority’s Statement of Accounts in
accordance with proper practices as set out in the CIPFA Code of Practice on Local Authority Accounting in
Great Britain (‘the Code’).
In preparing this Statement of Accounts, the Director of Resources has:
selected suitable accounting policies and then applied them consistently;
made judgements and estimates that were reasonable and prudent;
complied with the Code.
The Director of Resources has also:
kept proper accounting records which were up to date;
taken reasonable steps for the prevention and detection of fraud and other irregularities.

Statement by the Director of Resources

| certify that this Statement of Accounts presents fairly the financial position of Harrogate Borough Council at
31 March 2007 and its income and expenditure for the year then ended.

................................................................. 15 June 2007
J D Sowden BA CPFA, Director of Resources

APPROVAL BY CHAIR OF GENERAL PURPOSES COMMITTEE

This Statement of Accounts was approved by a resolution of the General Purposes Committee of Harrogate
Borough Council on 28 June 2007.

28 June 2007

Councillor Mr Michael Harrison, Chair of General Purposes Committee

S10



INCOME AND EXPENDITURE ACCOUNT

Expenditure on Services

Central Services to the Public (note 2)

Cultural & Related Services (note 3)

Environmental Services (note 4)

Planning & Development Services (note 5)
Cultural, Environmental and Planning Services
Housing Services (note 6)

Highways, Roads & Transport Services (note 7)
Corporate & Democratic Core (note 8)
Non Distributed Costs (note 9)

Net Cost of Services

Other Operating Income and Expenditure

Gain (-) or loss on disposal of fixed assets

Parish Precepts

External Interest Payments

External Interest Income

Contribution of Housing Capital Receipts to Government Pool
Pensions Interest Cost and Expected Return on Pensions
Assets

Net Operating Expenditure

Income from Taxation and Government Grant
Income from the Collection Fund

Revenue Support Grant

Non-Domestic Rates

Deficit/Surplus(-) for the year

STATEMENT OF MOVEMENT ON THE GENERAL FUND BALANCE

Deficit/Surplus(-) on the Income and Expenditure Account

Net Additional amounts required by statute or non
statutory proper practices to be charged to the General
Fund Balance for the year (note 13 page S18)

Increase in the General Fund Balance for the year

General Fund Balance at start of year
General Fund Balance at end of year

S11

2006/07 2006/07 2006/07 2005/06

Gross Cost Income Net Cost Net Cost

£'000 £'000 £'000 £'000

12,078 10,440 1,638 1,214

19,084 12,905 6,179 4,495

10,631 4,448 6,183 6,042
...6220 4123 . 2,097 1,739

35,935 21,476 14,459 12,276

33,101 32,654 447 1,171

3,636 3,431 205 -521

2,974 287 2,687 2,723

89 0 89 -1,816

87,813 68,288 19,525 15,047

0 -7 7 -46

461 0 461 438

1,543 0 1,543 1,577

0 2,037 -2,037 -2,021

649 0 649 828

1,059 0 1,059 1,449

91,525 70,318 21,207 17,272

0 12,402 -12,402 -11,683

0 1,638 -1,638 -4,375

0 8,452 -8,452 -4,414

91,525 92,810 -1,285 -3,200

2006/07 2005/06

Net Cost Net Cost

£'000 £000

-1,285 -3,200

1,052 2,904

-233 -296

2,629 2,333

2,862 2,629



STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

This Statement brings together all the gains and losses of the Council for the year and shows the aggregate
increase in its net worth (see balance sheet page S13). In addition to the surplus generated on the Income
and Expenditure Account, it includes gains and losses relating to the revaluation of fixed assets and the re-
measurement of the net liability to cover the cost of retirement benefits.

2006/07 2005/06

£000 £000

Surplus for the year on the Income and Expenditure Account 1,285 3,200
Surplus arising on the revaluation of fixed assets 18,846 22,322
Actuarial gains/losses(-) on pension fund assets and liabilities 7,455 -719
Total recognised gains for the year 27,586 24,803
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BALANCE SHEET

Fixed Assets
Intangible Fixed Assets

Tangible Fixed Assets
Operational Assets
Council Dwellings
Other Land & Buildings
Vehicles, Plant & Equipment
Infrastructure Assets
Community Assets
Non-Operational Assets
Investment Properties
Assets under construction
Surplus Assets held for disposal

Long Term Debtors
Mortgages
Other

Total Long Term Assets

Current Assets
Stock
Debtors
Temporary Lending
Cash in Hand

Current Liabilities
Creditors
Long Term loans due within 12 months
Bank Overdraft

Total Assets less Current Liabilities

Long Term Borrowing

Liability related to defined benefit pension scheme
Provisions

Grants Deferred

Deferred Income

Capital Grants Unapplied

Total Assets less Liabilities

Fixed Asset Restatement Account
Capital Financing Account
Usable Capital Receipts Reserve
Pensions Reserve
Major Repairs Reserve
Earmarked Reserves
Working Balances:

General Fund

HRA
Net Worth

Note £'000
23-30

3

237,419

64,971

2,883

851

2,454

7,232

5,425

196

78

378

31 150

32 10,470

30,100

18

33 -13,990

-5

-1,553
34
45
35
36
37
37
37
37
37
38

S13

31 March
2007 2006
£'000 £'000
9
223,415
60,426
2,433
868
2,454
6,902
0
383
321,434 296,890
116
322
456 438
321,890 297,328
156
9,487
26,000
17
40,738 35,660
-12,123
-5
-936
-15,548 -13,064
347,080 319,924
-15,067 -15,072
-34,612 -41,175
-643 -543
-9,325 -5,298
-445 -426
-5,152 -3,160
281,836 254,250
202,865 185,278
89,623 86,884
1,308 2,140
-34,612 -41,175
197 581
14,513 14,386
2,862 2,629
5,080 3,527
281,836 254,250




CASH FLOW STATEMENT

Revenue Activities £'000 £000
Cash Outflows: 2006/07 2005/06
Cash paid to and on behalf of employees 31,256 29,717
Other operating cash payments 27,090 26,313
Housing Benefit paid out 12,066 11,286
Negative HRA Subsidy payment to the Government 2,259 2,061
National non-domestic rate payments to national pool 45,450 40,500
Precepts paid 69,149 65,544
Payments to Capital Receipts Pool 322 828

187,592 176,249
Cash Inflows:
Rents (after rebates) -5,176 -4,911
Council Tax receipts -75,476 -72,063
National non-domestic rate receipts -45,957 -41,865
National non-domestic rate receipts from national pool -8,452 -4,414
Revenue Support Grant -1,638 -4,375
DWP Grant for Benefits -12,047 -11,378
Other Government Grants (note 48) -15,371 -14,855
Cash received for Goods and Services -31,353 -29,786
Other operating cash receipts -258 -148

-195,728 -183,795
Revenue Activities Net Cash Flow (note 46) -8,136 -7,546

Returns on Investments and Servicing of Finance
Cash Outflows:

Interest Paid 1,543 1,594
Cash Inflows:
Interest received -1,959 -1,889

Capital Activities
Cash Outflows:

Purchase of fixed assets 10,971 8,864
Other capital cash payments 1,510 2,328
Cash Inflows:

Sale of fixed assets -1,195 -1,728
Capital grants received -6,213 -1,770
Other capital cash receipts -10 -25
Net cash inflow (-) before financing (note 47) -3,489 -172

Management of Liquid Resources

Net increase/decrease (-) in short term deposits (note 47) 4,100 -900
Financing

Cash Outflows:

Repayments of amounts borrowed (note 47) 5 1,004

Cash Inflows:

New loans raised 0
New short term loans 0
Increase (-)/Decrease in cash (note 47) 616 -68
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NOTES TO THE CORE FINANCIAL STATEMENTS

Explanation of Prior Period Adjustments

For the 2006/07 Statement of Accounts, the Council has adopted three significant new accounting
polices that impact on the comparative figures for 2005/06 in the Income and Expenditure Account:

Capital financing charges for the use of fixed assets are no longer made to service revenue

accounts.

Credits for government grants deferred are now posted to service revenue accounts rather

than credited as a corporate income item.

Gains and losses on the disposal of fixed assets are recognised in the Income and Expenditure

Account.

These changes have the following impact on the comparative figures for 2005/06 compared with

those published in the 2005/06 Statement of Accounts.

Consolidated Removal of Relocation Recognition of 2005/06
Revenue capital Government gains and losses comparatives
Account in financing grants on disposal fixed in Income and
2005/06 charges deferred assets Expenditure
Statement of credits Account
Accounts
£'000 £'000 £'000 £'000 £'000
Central Services 1,460 -239 0 0 1,221
Public Halls transfer to Cultural
Services -7 0 -7
1,453 -239 1,214
Cultural, Environmental and
Planning Services 14,038 -1,575 -211 17 12,269
Public Halls transfer from Central
Services 7 0 0 0 7
14,045 -1,575 -211 17 12,276
HRA Housing Services 6,001 -7,654 0 16 -1,637
Transfer to Corporate and
Democratic Core -135 0 0 0 -135
Other Housing Services 2,966 -23 0 0 2,943
8,832 -7,677 0 16 1,171
Highways, Roads and Transport
Services 75 -523 -73 0 -521
Corporate and Democratic Core 2,637 -49 0 0 2,588
Transfer from HRA 135 0 0 0 135
2,772 -49 0 0 2,723
Non Distributed Costs -1,816 0 0 0 -1,816
Impact on Net Cost of
Services 25,361 -10,063 -284 33 15,047
Gain on disposal fixed assets 0 0 0 -46 -46
* Depreciation, Capital charges,
Release grants deferred
(Asset Management Revenue
Account items in 2005/06) -10,347 10,063 284 0 0
Impact on Net Operating
Expenditure 15,014 0 0 -13 15,001

* Note: Only figures that have changed are included in the table
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NOTES TO THE CORE FINANCIAL STATEMENTS

2. Central Services to the Public 2006/07 2006/07 2006/07  2005/06
Gross Cost Income Net Cost Net Cost

£000 £000 £000 £000

Local Tax Collection 1,760 705 1,055 1,090
Council Tax Benefits 8,261 7,846 415 396
Elections and Electoral Registration 341 42 299 169

Land Charges 306 620 -314 -327

Other Central Services 1,410 1,227 183 -114
12,078 10,440 1,638 1,214

In 2005/06 the Council received income of £160k towards Elections fees. Only £70k was required and
the rest was transferred to reserves to meet election costs in future years. Only £17k of this money was
used in 2006/07.

Other Central Services includes one off miscellaneous financial items. In 2005/06 these included a
receipt from a compensation claim relating to a capital contract (£93k), increased rechargeable account
surpluses (£30k) and salary savings due to strike action (E34k). There was also reduced one-off
spending on miscellaneous items financed from reserves (£60k). These were not repeated in 2006/07.

3. Cultural and Related Services

Tourism (including Conferences and Exhibitions) 7,349 7,227 122 -1,207
Open Spaces 3,009 946 2,063 1,900
Recreation and Sport 7,669 4,509 3,160 3,078
Culture and Heritage (Museums and Arts) 1,057 223 834 724

19,084 12,905 6,179 4,495

The increased cost of Museums was mainly the result of additional security works required at the
Mercer Gallery.

Conference and Exhibitions income is generated, to a certain extent, by business of a cyclical nature
resulting in higher income in certain years, such as 2005/06. Income in 2006/07 was down £700k on
2005/06 levels and expenditure up £500k. The reduced surplus on Conference and Exhibitions is
matched by a reduced transfer to the Conference and Exhibition Investment Reserve.

4, Environmental Services
Waste Collection and Recycling 5,333 1,764 3,569 3,487
Cemeteries and Crematorium 994 960 34 104
Street Cleansing 1,183 337 846 796
Community Safety (including CCTV) 864 705 159 152
Other Environmental Services 2,257 682 1,575 1,503

10,631 4,448 6,183 6,042

Cremation fees were increased in 2006/07 to provide additional resources to fund the Mercury
Abatement works required at Stonefall Crematorium. £70k of the additional income has been
transferred to the capital reserve to fund the capital works.

5. Planning and Development Services

Planning 4,817 2,649 2,168 1,550
Economic Development 1,403 1,474 -71 189
6,220 4,123 2,097 1,739

In 2004/05 and 2005/06 the Council received new Planning Delivery grant of £500k per annum from the
Government. This was credited to the planning account and the amount not spent in these years was
transferred to reserves. In 2006/07 the amount of grant received was only £125k and spending from
previous years grants is matched by a transfer from reserves, the result is an increase in the net cost of
planning service expenditure.

In 2006/07 the Council received £500k of Local Authority Business Growth Incentive grant compared to
£190k in 2005/06. This is included as income on Economic Development reducing the net cost. This
additional money has been transferred to reserves to finance spending in future years, £50k being
earmarked for Economic Development Capital Schemes.
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12.

NOTES TO THE CORE FINANCIAL STATEMENTS
2006/07 2006/07  2006/07  2005/06

Gross Cost Income Net Cost Net Cost
£'000 £'000 £'000 £'000

Housing Services
Housing Revenue Account (note 10) 10,865 12,996 -2,131 -1,772
Housing Benefits 19,779 18,985 794 654
Other Housing (note 11) 2,457 673 1,784 2,289
33,101 32,654 447 1,171

The increase in the net cost of Housing Benefits is mainly due to a reduction in Government
subsidies towards administration costs, and increased spending on eGovernment initiatives and
Benefits checking.

Highways, Roads & Transport Services

The increase in the net cost is mainly due to the introduction of the free fares scheme for
Concessionary Travel (£0.7m) see note 17 for more details.

Corporate & Democratic Core

Under Accounting rules some overheads are classed as Corporate and collected centrally rather
than being allocated across services. These include Committee Administration, Councillor’s
Allowances, the Cost of the Chief Executive and his support staff and costs for the preparation of
the final accounts.

Non Distributed Costs

The 2005/06 figure included a one-off FRS17 Past Service Gain adjustment due to changes in
the pension fund rules which was matched by an increased contribution to the Pension Reserve.
See page S26 note 43 for more information.

Housing Revenue Account
Details of HRA expenditure and income can be found on pages S29 to S33.

Deferred Charges

Service expenditure includes £0.9m (£1.5m 2005/06) of deferred charges for capital expenditure
on Capital Grants and computer software. This includes Housing Association Grants and
Improvement Grants of £0.6m included in Other Housing (£1.0m 2005/06) and £0.2m for
computer software (£0.3m 2005/06) which are spread across all services as computer recharges.
These charges are reversed out centrally by an appropriation from the Capital Financing Account
so there is no overall impact on council taxes.

Significance of the Statement of Movement on the General Fund Balance

The income and expenditure account shows the income receivable and expenditure incurred in
operating the Council for the year. Both income and expenditure have been measured using
essentially the same accounting conventions that a large (but unlisted) company would use in
preparing its audited accounts ie UK GAAP. However, there are certain items of income and
expenditure determined by statute and non-statutory proper practices rather than UK GAAP, that
are required to be credited or charged to the General Fund Balance, in addition to the surplus or
deficit on the income and expenditure account, and taken into account in determining the Council’'s
budget requirement and Council Tax demand. These items are analysed in note 13.
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NOTES TO THE CORE FINANCIAL STATEMENTS

Breakdown of the additional movements on the General Fund Balance

2006/07 2005/06
Net Cost Net Cost
£'000 £000
Amounts included in the Income and Expenditure Account but
required by statute to be excluded when determining the Movement on
the General Fund Balance for the year:
Depreciation and impairment of Fixed Assets -1,966 -1,739
Excess depreciation charged to HRA over MRA allowance -46 -44
Government Grants deferred amortisation 292 284
Write down of deferred charges financed from capital resources -896 -1,503
Net gain or loss(-) on sale of fixed assets -54 13
Net charges made for retirement benefits in accordance with FRS17 -5,176 -2,943
-7,846 -5,932
Amounts not included in the Income and Expenditure Account but
required to be included by statute when determining the Movement on
the General Fund Balance for the year:
Statutory Provision for Repayment of Debt 605 635
Capital Expenditure charged to the General Fund Balance 2,843 2,397
Transfer from Usable Capital Receipts (Housing Pool) -649 -828
Employers contributions payable to NYCC Pension Fund and retirement
benefits payable direct to pensioners 4,284 3,993
7,083 6,197
Transfers to or from the General Fund Balance that are required to be
taken into account when determining the Movement on the General
Fund Balance for the year:
Surplus/Deficit(-) to the HRA Balance 1,553 1,057
Voluntary provision for repayment of debt 135 128
Net Transfers to/from(-) Earmarked Reserves (page S25 note 38) 127 1,454
1,815 2,639
Net additional amounts to be debited to the General Fund Balance 1,052 2,904

(page S11)
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15.

16.

17.

NOTES TO THE CORE FINANCIAL STATEMENTS

Agency Services

The Council carries out certain work on an agency basis which is mostly reimbursed:

As highways agent for North Yorkshire County Council, the Transport Division supervises work
carried out on highways within the Harrogate and Knaresborough town areas, including footway
repairs as well as road surface and street lighting maintenance and snow clearing. Total
expenditure in 2006/07 was £2,037,000 (£3,399,000 in 2005/06) of which £1,724,000
(£3,156,000) was reimbursed by NYCC, leaving a shortfall on administration of revenue works
(including insurance premiums) of £313,000 (£243,000 in 2005/06). There was a surplus of
£2,000 on administration of capital schemes (£16,000 deficit in 2005/06). The year-end balance
outstanding from NYCC was £1,878,000 (£3,006,000 in 2005/06).

The total net fallback on these services of £311,000 (£259,000 in 2005/06) is included in the
revenue expenditure of the Highways service.
Supply of Services to other local authorities and bodies

Various activities were conducted under the Local Authority (Goods and Services) Act 1970, mostly
grounds maintenance work, for the following parties:

2006/07 2005/06

Income and Expenditure: £000 £000
North Yorkshire County Council 40 41
Parish Councils 2 2
42 43

Building Control Account

The Building Control (Local Authority Charges) Regulations 1998 require the Council to maintain a
separate account of the expenditure and income relating to its Building Control activities. A summary
of the account for 2006/07 is shown below:

2006/07 2005/06

£'000 £000

Expenditure 625 597
Income -731 -635
Surplus (-) for the year -106 -38

Concessionary Fares

The Transport Act 2000 introduced a new statutory minimum Concessionary Fares Scheme from
1 June 2001, and this Council is the administering authority for the North Yorkshire Concessionary
Fares Scheme. This was replaced by a free fares scheme in April 2006 resulting in the increased
costs scheme below. The Council pays Bus Operators for concessions given in North Yorkshire on
behalf of the authorities in the scheme; these costs are then recharged to the relevant authority.

2006/07 2005/06
Expenditure: £000 £000
Payments to Bus Operators 4,006 1,467
Administration Expenses 173 118
Income:
Recharges to other Authorities -3,058 -1,160
Recharges to Harrogate Borough Council -1,121 -425
0 0

This Council’'s share of the expenditure is included in Highways, Roads and Transport Services
expenditure in the Income and Expenditure Account.
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109.

20.

21.

22.

NOTES TO THE CORE FINANCIAL STATEMENTS

Publicity

Section 5 of the Local Government Act 1986 requires a separate account of expenditure on publicity
to be kept. Publicity which is statutory or exempt need not be included in the account. The following
statement discloses all the publicity costs incurred apart from certain statutory or exempt incidental
matters.

2006/07 2005/06

£'000 £'000

Staff Advertising 53 133
Holiday Tourism Promotion (excluding Special Events) 455 449
Business Tourism 543 441
Other Advertising (mainly Statutory) 124 122
1,175 1,145

Members’ Allowances
Allowances paid in the year amounted to £338,000 in aggregate (£327,000 2005/06).
Employees’ earnings (excluding pension contributions)

The numbers of employees whose remuneration was £50,000 or more in the year were as
follows:

£50-60,000 £60-70,000 £70-80,000 £80-90,000
2005/2006 3 4 1 1
2006/07 6 1 3 2

Related Party Transactions

Related party transactions are those involving Councillors, senior officers, precepting local
authorities and central government. They are described here apart from those appearing elsewhere
in these accounts.

During the year the Council received Central Government grants totalling £395,000 to support
capital spending on Recycling, Efficiency Reward Grant and Disabled Facilities Grants, £3,905,000
from the Heritage Lottery Fund to support spending on the Royal Hall and £38,000 from English
Heritage towards Regeneration Schemes.

North Yorkshire County Council approved spending of £1,317,000 from On-Street Parking income.
They also contributed £36,000 to Nidderdale Multi-use Games Area, and £20,000 towards
Community Safety. They were paid grants of £18,000 for Nidderdale Pool, and routine rentals of
£138,000 towards four schools used for Sport and Leisure activities.

North Yorkshire Police Authority contributed £47,000 towards Community Safety related
expenditure. Grants totalling £34,000 were paid to Parish Councils towards the cost of grass cutting,
Environmental Schemes and Community Projects.

Grant Income of £17,000 was received from Ripon City Council towards the running of Ripon
Leisure Centre.

Repayments of car loans by Chief Officers were £12,000 leaving a balance of £17,000 on three
loans at the year end. There were also numerous other transactions with related parties which are
not listed individually, as their values are not regarded as material to a fair understanding of the
accounts. This is on the basis of individual questionnaires returned by all senior officers,
councillors and former councillors.

Auditors’ Remuneration 2006/07 2005/06
The following amounts were paid to the Audit Commission in the year: £000 £000
Fees for External Audit Services 110 102
Fees for Best Value Inspections 0 0
Fees for Certifying Grant Claims 27 24
Fees for other services 0 0
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23. Movement of Intangible and Tangible Fixed Assets 2006/07

Operational Assets

Intangible Council Other Vehicles Infrastructure  Community
Assets Dwellings Land & Plant & Assets Assets
Buildings Equipment

£000 £'000 £'000 £'000 £'000 £'000

Gross book value
31/03/06 18 223,433 64,379 7,335 3,396 2,454
Transfers 01/04/06 0 0 43 0 0 0
18 223,433 64,422 7,335 3,396 2,454
Expenditure in year 0 4,089 377 1,223 204 0
Disposals 0 -870 0 -1,072 0 0
Revaluations 0 10,767 3,844 0 0 0
Gross book value 18 237,419 68,643 7,486 3,600 2,454

31/03/07

Depreciation 31/03/06 -9 -18 -3,953 -4,902 -2,528 0
Transfers 01/04/06 0 0 0 0 0 0
Depreciation for year -6 -2,343 -1,041 744 221 0
Depreciation written off 0 2,361 1.322 0 0 0

on revaluation
Depreciation on assets
sold 0 0 0 1,043 0 0

Depreciation 31/03/07 .o oo

-15 0 -3,672 -4,603 -2,749 0
Net Book Value 31/03/07 3 237419 64,971 2,883 851 2,454
Non-Operational Assets | | TOTALS
Non- Non- Non- Total Non- Total Total Fixed
Operational Operational Operational Operational Operational Assets
Investment Assets Under Assets Assets Assets
Constn Surplus
£'000 £'000 £000 £'000 £'000 £'000
Gross book value
31/03/06 6,902 0 383 7,285 301,015 308,300
Transfers 01/04/06 -43 0 0 -43 43 0
6,859 0 383 7,242 301,058 308,300
Expenditure in year -6 5,425 0 5,419 5,893 11,312
Disposals 0 0 -360 -360 -1,942 -2,302
Revaluations 3 .0 . 13 52 14611 15,163
Gross book value 7,232 5,425 196 12,853 319,620 332,473
31/03/07
Depreciation 31/3/06 0 0 0 0 -11,410 -11,410
Transfers 01/04/06 0 0 0 0 0 0
Depreciation for year 0 0 0 0 -4,355 -4,355
Depreciation written off on 0 0 0 0 3683 3683
revaluation ' '
Depreciation on assets sold 0 0 0 0 1,043 1,043
Depreciation 31/03/07 0 0 0 0 -11,039 -11,039
Net Book Value 31/03/07 7,232 5,425 196 12,853 308,581 321,434
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24. Financing of Capital Expenditure 2006/07 2005/06
Gegﬁ:%' :g\?esrlnzg Total
Account
£'000 £'000 £'000 £'000
Opening Capital Financing Requirement 15,362 4,069 19,431 19,264
Capital Expenditure
Fixed Assets 7,223 4,089 11,312 8,275
Deferred charges 1,456 0 1,456 2,224
8,679 4,089 12,768 10,499
Sources of Finance
Capital Receipts -1,328 -60 -1,388 -712
Grants and Contributions -4,879 0 -4,879 -1,711
Revenue -2,472 -371 -2,843 -2,397
Major Repairs Reserve 0 -2,728 -2,728 -4,749
-8,679 -3,159 -11,838 -9,569
Minimum Revenue Provision / set aside receipts -740 0 -740 -763
Closing Capital Financing Requirement 14,622 4,999 19,621 19,431
Explanation of movement in year
Supported Borrowing 0 930 930 930
Prudential Borrowing (unsupported) 0 0 0 0
Debt repayment -740 0 -740 -763
Increase / Decrease (-) in Capital Financing Requirement -740 930 190 167
25. Main Items of Capital Expenditure 2006/07 2005/06
£'000 £'000
Royal Hall Redevelopment 5,216 652
Improvements to Council Dwellings 4,089 6,214
Vehicle and Plant Purchases 932 880
Private Sector Improvement Grants/Loans 554 717
Computer Investment/Access to Services 525 465
Other Schemes 512 978
Grants to Housing Associations 310 421
Mercury Abatement Cremators 237 0
Green Waste Recycling Bins 209
Royal Hall Restoration Trust Redevelopment 167 0
Contribution to Nidderdale Pool 17 172
12,768 10,499

26. Capital Commitments

The Council has authorised expenditure in 2007/08 of £8.9m (plus slippage from 2006/07). Part of this is
contractually committed at 31 March 2007. Significant commitments are listed below:

£'000
Royal Hall Refurbishment 2,125
Victoria Car Park, Lift Replacement 425
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28.

29.

NOTES TO THE CORE FINANCIAL STATEMENTS

Information on Assets held: 31 March 31 March
2007 2006

(Numbers) (Numbers)

Council Dwellings 3,895 3,897
Hostel Units 41 47

Operational Assets

Council Offices 9 9
Conference Centre Complex 1 1
Off-Street Car Parks 34 34
Swimming Pools 5 5
Museums and Art Gallery 4 4
Public Halls and Community Centres 8 8
Crematorium 1 1
Staff Houses 3 3
Public Conveniences 32 32
Depots 2 2
Nursery 1 1
Workshop Units 64 64
Non-Operational Assets
Commercial Property Rented Out 16 16
Theatre 1 1
Farms 2 2
Community Assets
Cemetery sites 10 10
Parks & Open Spaces (hectares) 391 390

Information on Assets held:

Fixed Asset Valuation

During the year approximately one fifth of Council properties (including Council Dwellings) were
revalued in accordance with the capital accounting rules, as part of the Council's 5 year rolling
programme of valuations. The effective date for these revaluations was 31 March 2007, and the basis
of all valuations is explained on page S7.

Most of the properties were valued by internal Valuers — Karen Maddison BSc MRICS, Susan
Beaumont BSc (Hons) MRICS and Daniel Burdett trainee surveyor under guidance of Mrs Maddison
and Ms Beaumont. Council dwellings were valued by Graham Tyreman BSc, MRICS of Mouchel
Parkman.

Operating Leasing Payments and Commitments

i). Operating Leases (for vehicles): No leasing rentals were paid to lessors in the year (£0
2005/06).
ii). Operating Leases (for land and property): leasing rentals paid to lessors in the year were

£38,000 (£17,000 2005/06).

iii). Operating Lease rentals for land and buildings committed for 2007/08 amount to £34,000.
These rentals continue for the following periods:

31 March 31 March

2007 2006

£000 £'000

0-1year 6 2
2 —5years 23 14
Over 5 years 5 5
34 21
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Authority as Lessor

i). Leasing rentals received from lessees in the year were £1,056,000 (£984,000 2005/06).

ii).  The net book value of council assets used in providing operating leases is £12.0m (£10.8m
2005/06) and the related accumulated depreciation charges are £90,000 (£160,000 2005/06).

31.

32.

33.

34.

31 March

2007 2006
Stocks and Stores £000 £000
DSO 0 6
Other 150 150
Total 150 156
Debtors
Amounts falling due in one year:

Government Departments 1,246 1,326

Other Local Authorities 2,510 3,814

Council Taxpayers/NNDR 3,515 3,599

Housing Rents/Rebates 135 145

Sundry Debtors 4,634 2,564

Payments in Advance 871 561
Amounts falling due after one year:

Car Loans to Employees 173 209
Total 13,084 12,218
Less Provision for bad debts
Council Taxpayers/NNDR -1,904 -2,080
Other -710 -651
Total Provision for bad debts -2,614 -2,731
Net Debtors 10,470 9,487
Creditors
Government Departments 976 1,442
Other Local Authorities 314 747
Council Taxpayers/NNDR 73 107
Housing Rents 113 122
Sundry Creditors 6,575 4,014
Receipts in Advance 5,939 5,691
Total 13,990 12,123
Long Term Borrowing
Public Works Loan Board 15,067 15,072
An analysis of loans by maturity is:

Maturing in 1-2 years 2,906 5
Maturing in 2-5 years 10,019 7,918
Maturing in 5-10 years 2,023 7,026
Maturing in 10-20 years 64 59
Maturing in more than 20 years 55 64
Total 15,067 15,072
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38.
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40.
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Provisions

Insurance Liabilities
Other
Total 2006/07

Total 2005/06

Deferred Income (including deferred capital receipts)

1 April Increase Decrease 31 March
In Year In Year

£000 £000 £000 £000

444 138 43 539

99 10 5 104

543 148 48 643

471 168 96 543

Deferred Capital Receipts are Mortgages on sales of council houses together with Home
Improvement Loans given by the Council which are repaid when the house is sold. These items form

the main part of long term debtors.
Total Movement on Reserves

Fixed Asset Restatement Reserve
Capital Financing Account
Usable Capital Receipts Reserve
Pension Reserve
Housing Revenue Account Balance
Major Repairs Reserve
General Fund Reserves

General Fund Balance

Earmarked General Fund Reserves

Total 2005/06

Earmarked General Fund Reserves
Business Unit Reserves

Insurance Reserve
Other Earmarked
DSOs

Vehicle Reserve
Computer Reserve
Other Capital Reserves
Total 2006/07

Total 2005/06

1 April Gains/ Transfers 31 March
Losses(-) Between
in year Reserves
£000 £000 £000 £000
185,278 18,846 -1,259 202,865
86,884 0 2,739 89,623
2,140 0 -832 1,308
-41,175 7,455 -892 -34,612
3,527 0 1,553 5,080
581 0 -384 197
0
2,629 1,285 -1,052 2,862
14,386 0 127 14,513
254,250 27,586 0 281,836
229,247 24,803 0 254,250
1 April Increase Decrease 31 March
In Year In Year
£000 £000 £'000 £000
4,246 2,625 3,090 3,781
651 214 338 527
3,627 2,129 383 5,373
114 0 114 0
414 416 724 106
1,029 303 498 834
4,305 1,128 1,541 3,892
14,386 6,815 6,688 14,513
12,932 6,235 4,781 14,386

Business Unit Reserves are built up from annual savings and available eg to fund essential
investment. The Insurance Reserve is towards any future self-insurance liabilities and other
Earmarked Reserves are set up for specific items of revenue spending in future years. The Vehicle,
Computer and Capital reserves are to support capital spending in future years.

Contingent Liabilities

None.

Authorisation of the Statement of Accounts

The Statement of Accounts was authorised for issue on 15 June 2007 by the Director of Resources.
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Post Balance Sheet Events

One balance sheet event has occurred between the balance sheet date and the date the accounts
were authorised for issue. An additional cost claim has been received from a bus operator for the
Concessionary Fares Scheme. The claim is for £289k though it is expected that this will be reduced
through negotiation. The actual financial effect cannot be estimated reliably. However, sufficient
reserves are available to meet the final cost.

Preparation for Entry to Economic and Monetary Union (EMU)

The Council has made initial plans for the possible entry of the United Kingdom to the EMU and
preparing for the introduction of the Euro. A working party of officers had been set up
to identify systems and equipment which may be affected. No staff time was spent on this issue in
2006/07. There are no forward expenditure commitments, and the total cost likely to be incurred will
not be significant until a positive decision on entering the EMU appears imminent and probable.

Pensions

The Council participates in the Local Government Pension Scheme. This is a funded, defined benefit
scheme administered by North Yorkshire County Council. The following pension costs have been
charged to the Income and Expenditure Account in accordance with FRS17:

2006/07 2005/06

£000 £000

Current Service Cost 4,093 3,384
Past Service Cost/Gains (-) 0 -2,013
Curtailment Cost 24 123
Interest Cost 6,240 5,830
Expected Return on Assets in the Scheme -5,181 -4,381
Total 5,176 2,943

In 2006/07 the Council paid a contribution of £4,284,000 into the Fund (£3,993,000 2005/06).
Contribution rates in 2006/07 were 19.9% of pensionable pay for all employees paying contributions.
The contribution rate is determined by the Fund’'s Actuary based on triennial actuarial valuations, the
last review being at 31 March 2004. Under Pension Fund Regulations, contribution rates are now set
to meet 100% of local authorities’ liabilities.

The difference between the actual contributions paid into the fund and the pension costs charged to
the income and expenditure account in accordance with FRS17 requires a contribution from the
Pensions Reserve of £892,000 (£1,050,000 to the Reserve in 2005/06) to bring the net cost in the
year back in line with the amount to be raised in taxation. In 2006/07 this contribution represents an
increase in the pension liability in the year.

Further information can be found in the North Yorkshire Pension Fund’'s Annual Report which is
available upon request from Financial Services, County Hall, Northallerton DL7 8AL.

Pensions Reserve 2006/07 2005/06 2004/05 2003/04
£'000 £000 £'000 £000
Difference between expected and actual
return on assets 453 12,887 2,093 8,860
Percentage of assets 0.5% 15.2% 3.2% 15.1%
Experience gains and losses arising on
scheme liabilities 0 -2,909 2,251 0
Percentage of scheme liabilities 0.0% 2.3% 2.1% 0.0%
Changes in actuarial assumptions 7,002 -10,697 -19,293 0
Percentage of scheme liabilities 5.5% 8.5% 18.0% 0.0%
Net Actuarial movement 7,455 -719 -14,949 8,860
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NOTES TO THE CORE FINANCIAL STATEMENTS

Net Pensions Liability

The Council participates in the Local Government Pension Scheme. In 2006/07 pension costs have
been charged to the Income and Expenditure Account in accordance with FRS17 based on the
assessment carried out by the Fund Actuary at 31 March 2007, see page S26 note 43.

The Fund liabilities have been assessed by the Fund Actuary using the following actuarial
assumptions:

31 March
2007 2006
% pa % pa
Rate of inflation 3.1 2.9
Rate of increase in salaries 4.85 4.65
Rate of increase in pensions 3.1 2.9
Proportion of employees opting to take a commuted lump sum 50.0 50.0
Rate for discounting scheme liabilities 5.4 4.9

The split of the scheme asset values and the expected rates of return on the asset investments are
shown below:

There were no accrued pension contributions included in balance sheet creditors at 31 March 2007 to
be paid to North Yorkshire County Council (£422,000 at 31 March 2006).

Proportion Expected Proportion of Expected

of Assets Long Term Assets  Long Term

31 March rate of 31 March rate of

2007 return 2006 return

% % % %

Equities 77.0 7.5 75.0 7.0
Government Bonds 7.2 4.7 7.6 4.3
Other Bonds 14.8 54 14.0 4.9
Other 1.0 5.25 3.4 4.5

At 31 March 2007 the Council had the following overall assets and liabilities for pensions included in
the balance sheet:

31 March
2007 2006
£000 £'000
Market Value of Assets 93,141 85,040
Present Value of Liabilities -127,753 -126,215
Net Liability -34,612 -41,175

The net liability of £34.6m should be viewed in relation to the Council’s total reserves and balances
of £22.7m at 31 March 2007. The pension liability is a long-term position, and contribution rates are
set to meet 100% of local authorities’ liabilities over time, under Pension Fund Regulations.
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NOTES TO THE CORE FINANCIAL STATEMENTS

2006/07 2005/06
Reconciliation of revenue cash flow £000 £000
Gross Revenue expenditure per income and expenditure account 91,525 85,561
Gross Collection Fund expenditure 127,932 119,909
Add Agency (excl. fallback) 3,577 4,448
Add DSOs (external work) 0 18
Add Pension Contributions above FRS17 -892 1,050
Add Concessionary Travel (Other Authorities) 3,058 1,160
Add net contributions from provisions and reserves 401 2,359
Less deferred charges charged to revenue -896 -1,503
Less internal recharges -29,850 -28,132
Less depreciation charges -2,012 -1,783
Less external interest paid -1,543 -1,594
Less contributions to capital outlay from Major Repairs Reserve -2,727 -4,748
Increase(-)/decrease in revenue creditors etc -975 -499
Increase/decrease(-) in stock -6 3
Cash Outflows on Revenue Activities 187,592 176,249
Revenue Income per income and expenditure account -92,810 -88,761
Collection Fund Income -127,418 -120,350
Add Agency income -3,577 -4,448
Add DSOs (external work) 0 -18
Add Concessionary Travel (Other Authorities) -3,058 -1,160
Less Government Grants deferred/gain on disposal of assets 238 297
Less internal recharges 29,850 28,132
Less external interest received 1,959 1,889
Increase/decrease (-) in revenue debtors etc -912 624
Cash Inflows on Revenue Activities 195,728 -183,795
Revenue Activities Net Cash Flow -8,136 -7,546
Movement in Net Debt 31 Mar 2007 31 Mar 2006 Movement
Borrowings: £000 £000 £000
Long term 15,067 15,072 -5
Repayable within 12 months | 5 5 0
15,072 15,077 -5

Less Liquid Resources:
Temporary Lending -30,100 -26,000 -4,100

Less Cash:

Cash in Hand -18 -17 -1
Bank Overdraft 1553 936 617
1,535 919 616
Net Debt Decrease (-) -13,493 -10,004 -3,489
Analysis of Other Government Grants 2006/07 2005/06
DWP Grants for rebates: £000 £000
Housing Rents 6,938 6,721
Council Tax 6,254 5,998
Administration/Anti-Fraud 795 781
DCLG (Planning Delivery, Homelessness Grants, LABGI, Community Safety) 758 966
Ripon SRB 117 148
Countryside Agency 255 171
Food Standards Agency (Food Safety) 109 0
DEFRA (Recycling/Environmental Protection) 129 0
Other Grants 16 70
Total 15,371 14,855
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HOUSING REVENUE ACCOUNT INCOME AND EXPENDITURE ACCOUNT

2006/07 2005/06
Note Income £000 £'000
2 Dwelling Rents (gross) 12,071 11,598
Non-dwelling rents (gross) 42 43
Charges for services and facilities 732 675
3 Contributions towards expenditure 151 146
Total Income 12,996 12,462
Expenditure
Repairs and maintenance 3,007 3,349
Supervision and management 3,173 2,961
Rents, rates and other charges 9 -3
4 Negative housing revenue account subsidy payable 2,259 2,061
(including the MRA element)
5 Depreciation and impairments of fixed assets 2,389 2,296
6 Deferred Charges write downs 0 0
Debt Management Costs 28 26
Total Expenditure 10,865 10,690
Net Surplus of HRA Services included in the
Authority Income and Expenditure Account -2,131 -1,772
HRA services share of Corporate & Democratic Core 72 135
Net Surplus of HRA Services -2,059 -1,637
HRA share of the other operating income and
expenditure included in the Authority Income and
Expenditure Account
Gain (-) or loss on sale HRA fixed assets -9 -16
Interest payable 411 330
Investment Income -229 -245
Surplus for the year on HRA services -1,886 -1,568
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STATEMENT OF MOVEMENT ON THE HRA BALANCE

Surplus on HRA Income & Expenditure Account

Items included in the HRA Income and Expenditure
Account but excluded from the Movement on the HRA
Balance for the year

Gain or Loss on sale of HRA fixed assets

Net charges made for retirement benefits in accordance with
FRS 17

Items not included in the HRA Income and Expenditure
Account but included in the Movement on the HRA
Balance for the year

Employers contributions payable to NYCC Pension Fund
and retirement benefits payable direct to pensioners

Capital Expenditure financed from HRA
Transfer from the Major Repairs Reserve

Net additional amount required by statute to be debited
to the HRA Balance for the year

Increase in the HRA Balance

HRA Balance brought forward

HRA Balance carried forward
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2006/07
£'000

-1,886

-224

232

371

333

-1,553

-3,527

-5,080

2005/06
£000

-1,568

-205

225

535

511

-1,057

-2,470

-3,527



NOTES TO THE HOUSING REVENUE ACCOUNT

General

The Housing Revenue Account is kept in accordance with the financial regime
introduced in the Local Government and Housing Act 1989. The account for 2006/07 is
presented in accordance with the Accounting Code of Practice.

From 2006/07, requirements for presenting accounting statements relating to the HRA
have changed substantially. Paralleling the restructuring of the Consolidated Revenue
Account, the transactions relating to the HRA have been separated into two statements:

the HRA Income and Expenditure Account
the Statement of Movement on the HRA Balance.

As the Statement of Movement incorporates the surplus or deficit on the Income and
Expenditure Account, it effectively meets the statutory requirement to include the
Housing Revenue Account as a single statement in the Statement of Accounts.

Rents from Dwellings 2006/07 2005/06
£000 £000

Rents from Council houses 11,804 11,335
Rents from hostels 267 263
12,071 11,598

These rents are gross of any rebate awarded.
Contributions towards Expenditure

Part of the Contribution (E90k) represents amounts credited from the General Fund to
the HRA to reflect the benefit to the community at large from amenities provided for
tenants such as maintenance of open spaces and roads. The other part (E61K) is a
grant towards supporting people in temporary accommodation to live within the
community.

Housing Revenue Account Subsidy

HRA Subsidy is calculated by the Government as follows. The actual figures are shown
for comparison.

Subsidy Actual

Calculation Figures

Housing Element £000 £'000
Management & Maintenance 4,978 6,269
Major Repairs Allowance 2,343 2,343
Capital Charges 1,132 439
Revenue Contribution to Capital Expenditure 0 371
Income - Rents -10,714 -12,071
- Interest -12 -229

- Other 14 -934

Total Housing Element -2,259 -3,812
Total HRA Subsidy Payable in year 2,259 2,259
Net Expenditure/Surplus (-) for the year 0 -1,553

For subsidy, the Government assumes the HRA raises £10.7m in rents and has net
outgoings of £8.4m. This leaves an assumed surplus of £2.3m, which is paid over to the
Government.
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NOTES TO THE HOUSING REVENUE ACCOUNT

In practice, under the Government'’s rent formula, the HRA raises £12.1m in rents and
has net outgoings of £8.2m. After paying £2.3m to the Government, this leaves a
surplus of £1.6m for the year.

The Government’s rent formula will phase out the difference between assumed and
actual rents by 2012, which will place some strain upon HRA finances.

2006/07 2005/06

Depreciation and Impairments £000 £000
Operational assets - dwellings 2,343 2,252
- other land and buildings 46 44

Non-operational assets 0 0
2,389 2,296

There were no impairment charges for this financial year.

Deferred Charges write downs

There was no deferred charges expenditure eg Assisted Private Purchase grants in the
year.

Contribution to/from Pensions Reserve

In accordance with FRS17 the Housing Revenue Account has been charged with the
actual cost of providing pensions to employees. The Contribution to or from the
Pensions Reserve brings the net cost back to the amount to be raised from Housing
Rents ie the actual contribution to the Pension Fund.

Revenue Contribution to Capital Expenditure 2006/07 2005/06
£'000 £'000

Fixed Assets 42 216
Capital Salaries 329 319
371 535

Expenditure on salaries of architects and other staff costs on Housing capital schemes
is usually met by a contribution from Revenue.

Major Repairs Reserve 2006/07 2005/06

£000 £'000
Balance at 1 April 581 3,078
Transfers to the MRR 2,389 2,296
Transfers to the HRA -46 -44
Capital Expenditure on HRA property -2,727 -4,749
Balance at 31 March 197 581

Council House Rent Arrears

For the financial year 2006/07 rent arrears from Council house tenants (both current and
former) represented 0.8% of the total Council house rent income due. This comprised
0.4% for current tenants and 0.4% for former tenants. The arrears figures are as
follows:

2006/07 2005/06

Arrears at 31 March: £000 £'000
- current tenants 45 59
- former tenants 55 55
100 114

Provision for bad debts 76 76
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NOTES TO THE HOUSING REVENUE ACCOUNT

Housing Stock

The Council was responsible for managing 3,936 dwellings as at 31 March 2007. The

stock was made up as follows:

2006/07 2005/06
Houses 1,407 1,413
Flats and Bedsits and Maisonettes 1,818 1,819
Bungalows 670 665
Hostel Places 41 47
3,936 3,944

The changes in the general housing stock can be summarised as follows:
2006/07 2005/06
Stock at 1 April 3,944 3,949
Sales to Council Tenants -8 -12
Category Change and conversions -13 3
Conversions to bungalows 5 0
Category change to dwelling flats 6 0
Category change to houses 2 -3
Additions 0 7
3,936 3,944
Balance sheet values 1 April 06 31 March 07
£'000 £'000
Operational assets - dwellings 223,415 237,419
- other land and buildings 1,347 2,047
Non-operational assets 701 508
225,463 239,974

The balance sheet value of dwellings at 1 April 2006 is £223m on a tenanted valuation. The
vacant possession value of dwellings at 1 April 2006 is £473m. These two values show the
economic cost to Government of providing council housing at less than open market rents.

Capital Expenditure Analysis
See note 24 to the Core Financial Statements, page S22.

Capital Receipts Analysis
See paragraph 15 of the Explanatory Foreword, page S6.
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COLLECTION FUND REVENUE ACCOUNT

2006/07 2005/06
Income £000 £000 £'000
Council Tax collectable — Note 1 75,598 71,973
Transfers from General Fund: Council Tax benefits 6,185 5,960
Transitional relief -9 81,774 -2
Business Rates collectable — Note 2 45,644 42,419
127,418 120,350

Expenditure
Precepts and Demands: North Yorkshire County Council 54,876 51,749
North Yorkshire Police Authority 10,982 10,622
North Yorkshire Fire and Rescue Authority 3,291 3,173
Harrogate Borough Council 12,319 81,468 11,674
Business Rates: Payable to National Pool 45,369 42,145
Cost of collection allowance 275 45,644 274
Uncollectable Amounts:  Council Tax Provision 18 82
Council Tax written off 255 273 180
Community Charge surplus re prior year, to HBC 0 10
Council Tax surplus re prior year to: NYCC, NYPA, NYFRA 464 0
HBC 83 0
127,932 119,909
Movement on Fund Balance -514 441
Fund Balance at start of year 543 102
Fund Balance at end of year — Note 3 29 543

Note 1 Council Tax 2006/07

The Council's Taxbase (the estimated number of chargeable dwellings in each Band, adjusted for
discounts and converted to an equivalent number of Band D dwellings) was calculated as follows:

Valuation Band A B C D E F G H Total
Equated Dwellings 6,122 11,108 14,290 8,992 8,061 5437 4,844 494 59,348
Ratio to Band D 6/9 719 8/9 9/9 11/9 13/9 15/9 18/9

Band D Equivalents 4,079 8,639 12,702 8,992 9,852 7,854 8,074 989 61,181
Adjustment for collection rate, banding appeals, lieu contributions etc -171

Council Taxbase 1,010

The average Band D council tax of £1,327.77 was set by dividing the total of Precepts and Demands on
the Collection Fund by the Council Taxbase shown above. The council tax for dwellings in other Valuation
Bands is the appropriate Ratio of the Band D tax.

Note 2 Business Rates 2006/07

Business Rates are collected on behalf of the Government and paid into a national pool. The Government
redistributes the pool back to local authorities' General Funds as part of Formula Grant. The national non-
domestic rate was set by the Government at 42.6p for the year, and the total non-domestic rateable value
at the end of the year was £123,390,000. The gross rates thus payable for the year were abated by reliefs
for empty property, charitable occupiers, rating appeals and transition, to give the net amount collectable
shown above.

Note 3 Fund Balance

The Fund Balance unapplied at the year end was Council Tax £29,000 (£543,000 2005/06). The Borough
will use £35,000 of the Balance to reduce its 2007/08 council tax (£83,000 2006/07), and £195,000 will be
shared between the County Council, the Police Authority and Fire Authority to reduce their 2007/08 council
taxes (£464,000 2006/07). The overpayment of £201,000 in 2007/08 will increase council taxes in a
subsequent year.
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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 judgments made by the Council in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the
Council'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 financial
statements are 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 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 2006, the
financial position of the Council as at 31 March 2007 and its income and
expenditure for the year then ended.

ms 4l .

Mark Kirkham Audit Commission
District Auditor kernel House
Killingbeck

Leeds
7§ September 2007 LS14 6UF



Q audit.
Y COMMISSION
Conclusion on arrangements for securing

economy, efficiency and effectiveness in the
use of resources

Council’s Responsibilities

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

Under the Local Government Act 1999, the Council is required to prepare
and publish a best value performance plan summarising the Council'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 Council for securing
ecanomy, 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 Council has made such proper
arrangements. | am not required to consider, nor have | considered,
whether all aspects of the Council'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 Council'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,

Conclusion

I have undertaken my audit in accordance with the Code of Audit Practice
and having regard to the criteria for principal local authorities specified by
the Audit Commission and published in December 2006, | am satisfied
that, in all significant respects, Harrogate Borough Council made proper
arrangements to secure economy, efficiency and effectiveness in its use
of resources for the year ending 31 March 2007.



Best Value Performance Plan

| issued my statutory report on the audit of the Council's best value
performance plan for the financial year 2006/07 on 13 December 2006. |
did not identify any matters to be reported to the Council 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.

MJ’%

Mark Kirkham Audit Commission
District Auditor Kemel House
Killingbeck
Leeds

2 September 2007 LS14 6UF
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STATEMENT ON INTERNAL CONTROL 2006/2007

1. SCOPE OF RESPONSIBILITY

Harrogate Borough Council is responsible for ensuring that its business is conducted in
accordance with the law and proper standards, and that public money is safeguarded and
properly accounted for, and used economically, efficiently and effectively. The Council also
has a duty under the Local Government Act 1999 to make arrangements to secure
continuous improvement in the way in which its functions are exercised, having regard to a
combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, Harrogate Borough Council is also responsible for
ensuring that there is a sound system of internal control which facilitates the effective
exercise of the Council’s functions and which includes arrangements for the management of
risk.

2. THE PURPOSE OF THE SYSTEM OF INTERNAL CONTROL

The system of internal control is designed to manage risk to a reasonable level rather than to
eliminate all risk of failure to achieve policies, aims and objectives: it can therefore only
provide reasonable and not absolute assurance of effectiveness. The system of internal
control is based on an ongoing process designed to identify and prioritise the risks to the
achievement of Harrogate Borough Council’s policies, aims and objectives, to evaluate the
likelihood of those risks being realised and the impact should they be realised, and to
manage them efficiently, effectively and economically.

The system of internal control has been in place at Harrogate Borough Council for the year
ended 31% March 2007 and up to the date of approval of the annual report and accounts.
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THE INTERNAL CONTROL ENVIRONMENT (Key Elements)

The Council has adopted a Constitution that sets out how the Council operates, how
decisions are made and the procedures that are followed to ensure that these are efficient,
transparent and accountable to local people.

The Council is made up of 54 elected members. At its annual meeting in May each year the
Council appoints a Leader and Cabinet (the Executive) for the year. The Executive is part of
the Council and is responsible for day-to-day decisions. The Executive has to make decisions
that are in line with the Council’s overall budget and policy framework as set by the Council. If
they wish to make a decision outside of this framework, this must be referred to the Council.

Three Overview and Scrutiny Commissions support the work of the Executive and the
Council as a whole. One of these Commissions fulfils the roles and responsibilities of an
Audit Committee, as set down in the CIPFA Code of Practice.

Meetings are open to the public except where personal or confidential matters are being
disclosed.

The Council has also adopted a Code of Conduct for Members, supplemented by guidance
from the National Standards Board, and established a Standards Committee to adjudicate
complaints against elected members. The Council has also adopted a Code of Conduct on
Development Control matters.

The Council has officers to give advice, implement decisions and manage the day-to-day
delivery of its services. Senior officers of the Council can make decisions under a General
Scheme of Delegation to Officers. Some officers have a specific duty to ensure that the
Council acts within the law and uses its resources wisely. A code of practice governs the
relationships between officers and members of the Council.

The Council has designated the Chief Solicitor as the Monitoring Officer, responsible for
ensuring compliance with established policies, procedures, laws and regulations. The
Monitoring Officer reports to full Council if he considers that any proposal, decision or
omission would give rise to unlawfulness or maladministration.

The Council has an advertised Customer Care Policy and complaints procedure. The
Monitoring Officer acts as a clearing-house for complaints of a more serious nature or those
not resolved satisfactorily. The Head of Legal and Democratic Services co-ordinates dealings
with the Local Government Ombudsman. Elected members play a significant role in ensuring
compliance and propriety, collectively, through Overview and Scrutiny, and individually as
ward members, providing feedback from constituents.

The Council has a corporate planning framework, which includes a Strategic Plan, a
Corporate Improvement Plan, a Performance Plan and Departmental Business and Service
Plans. These plans are reviewed regularly to measure progress and rolled forward each year
for approval.

The Council publishes its long-term vision and corporate priorities in its Strategic Plan, which
sets out the policy framework for the Council to deliver its ambitions, improvements, services
and functions over the next 3 years.
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The Council sets out its planned actions and targets to deliver its organisational improvement
agenda and goals in a Corporate Improvement Plan, updated annually.

As part of its Best Value arrangements to ensure the economic, effective and efficient use of
resources and to secure continuous improvement, the Council publishes a Performance Plan
each year, which explains its performance in the previous year and its plans for the coming
year and a summary Performance Plan ‘On Target’ each year.

The Council tracks its performance on national and local performance indicators, progress on
actions, and reports at both a corporate and service level through the Covalent web-based
performance management information system.

The Council meets its commitment on public consultation and research through a Community
Engagement Strategy, a Corporate Register of Consultation and a Public Involvement Group.

The Council is subject to statutory external audit and inspection regimes by the Audit
Commission and other bodies including the Comprehensive Performance Assessment
(CPA), and annual Use of Resources Assessment. The Audit Commission publish a ‘Use of
Resources Report’ and an ‘Annual Audit and Inspection Letter’ each year.

The Council has adopted a Code of Corporate Governance in accordance with the CIPFA /
SOLACE Framework for Corporate Governance.

The Council has robust arrangements for identifying and assessing all significant risks. The
Council has published a Risk Management Strategy and Policy and a Strategic Risk Register
since November 2003.

Risk management is included as a specific responsibility in each Cabinet Member’s portfolio.
Overall arrangements for risk management are co-ordinated by a joint member and officer
Risk Management Steering Group, led by the Chief Executive, with representatives from
each department, the Executive and Overview and Scrutiny.

Corporate and strategic risk management is co-ordinated by a qualified officer: other officers
have responsibility for key aspects of risk management, including Insurance, Health & Safety
and Business Continuity Planning.

Chief Officers and Heads of Service are responsible for ensuring that risks and controls are
considered in their business planning, decision-making and service delivery, and included in
a Departmental Risk Register, updated regularly in collaboration with the Cabinet Member.

Risks are identified in Cabinet, Corporate Management Team (CMT) and other reports using
a standard risk register and risk matrix to illustrate the risks of taking or not taking a decision
or course of action. Risk registers identify and score risks and identify the controls and
mitigating strategies in place to manage them. Cabinet, CMT and the Audit Committee
monitor risk management arrangements regularly.

The Council has an approved Corporate Health and Safety Strategy and Action Plan. The
strategy is delivered by a Corporate Health and Safety Group and Departmental Groups.
Health and Safety also features as a standing item on CMT and Departmental Management
Team (DMT) agendas.

The Council’s financial management is conducted in accordance with the Budget and Policy
Framework Procedure Rules, Financial Procedure Rules and Contract Procedure Rules as
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set down in the Constitution. These rules set out the framework within which the Council
conducts its financial affairs and ensures proper financial arrangements are in place.

The Director of Resources is designated as the Chief Financial Officer in accordance with
Section 151 of the Local Government Act 1972 and other relevant legislation. He prepares
and submits annually a Medium Term Financial Strategy, Revenue Budget and Capital
Programme for approval by Cabinet. After review by the Overview and Scrutiny
Commissions, the Cabinet agrees final reports on financial strategy, revenue budget, capital
programme and tax levels for submission to the Council. The Director also prepares and
publishes an annual Statement of Accounts that conforms to all statutory and professional
requirements, codes of practice and timetables.

The Director of Resources is responsible for determining the accounting procedures, the form
of financial records and statements and for maintaining the financial accounts of the Council.
He ensures that proper accounting arrangements are established in all departments. Chief
Officers are responsible for the satisfactory operation of financial and accounting systems
within their departments. Heads of Service are responsible for planning and managing their
budgets to meet the agreed bottom line budget figure for their Business Unit.

The Director of Resources maintains an Internal Audit Section in accordance with the
Accounts and Audit Regulations 2003 and the ‘Code of Practice for Internal Audit in Local
Government in the UK.’

The Audit Manager produces a 4 year Strategic Audit Plan and Annual Audit Plan for
approval by the Director and the Cabinet Member and reports regularly on its delivery. The
Audit Manager produces an Annual Report and expresses an audit opinion based on the
level of assurance gained from the audit work carried out during the year.

The Council publishes an Annual Efficiency Strategy and submits Annual Efficiency
Statements twice a year to the Department for Communities and Local Government in
accordance with the relevant legislation (the ‘Gershon Agenda’).

The Council publishes a Corporate Procurement Strategy that is aligned to the National
Procurement Strategy for Local Government.

The Council publishes an Incident Response Scheme and supporting documentation in
accordance with its responsibilities under the Civil Contingencies Act 2005.

The Council has an Anti-Fraud and Corruption Strategy and publishes a Whistle Blowing
Policy.

The Council has a Project Management Code of Practice.

The Council makes continuous improvement by developing strategies to cover those existing
and emerging areas where none currently exist in an up to date format. These include:
Diversity Strategy: People Management Strategy: Voluntary and Community Sector Strategy
and Funding Plan: ITD Strategy.

REVIEW OF EFFECTIVENESS

Harrogate Borough 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
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system of internal control is informed by the work of the internal auditors and the executive
managers within the authority who have responsibility for developing and maintaining the
internal control environment, and also by comments made by the external auditors and other
review agencies and inspectorates.

The organisational changes implemented from 1 April 2005, including creation of the
Department of Corporate Policy and Improvement (DCPI) to enhance organisational capacity
and lead the improvement agenda, have been successful in addressing a number of issues
raised in the CPA 2004 Inspection. This continued success is reflected in the results of both
internal reviews, including the Chief Executive’s report on his review of the restructure carried
out in early 2007, and external reviews including the Annual Audit and Inspection Letter and
the Use of Resources Report for 2006, both from the Audit Commission who act as the
Council's external auditors and inspectors.

DCPI lead on the Council’'s arrangements for corporate governance and internal control. The
other primary contribution to the internal control environment comes from the Department of
Resources and includes: Legal and Democratic (Constitution) role: Monitoring Officer role: all
aspects of financial management including internal audit.

In March 2007 the Council received two major reports from the Audit Commission, its
external auditor and inspector. These reports provide key independent evidence on a range
of issues and are therefore of considerable value as a source of assurance when reviewing
the effectiveness of the Council’s internal control environment.

The draft ‘Use of Resources Audit Score Feedback 2006/2007' report is the Audit
Commission’s reply to the Council’'s * Comprehensive Performance Assessment 2006 Use of
Resources Key Lines of Enquiry Self Assessment’ submitted in September 2006. The
Council improved its score for Use of Resources from a 2 overall (at minimum requirements -
adequate performance) to a 3 overall (consistently above minimum requirements —
performing well). The Council also improved its score on Value for Money (VFM - one of five
key themes in the assessment) from a 2 to a 3.The Audit Commission report also
acknowledged a number of improvements in other areas, even where score did not change.

The tone of the ‘Annual Audit and Inspection Letter 2005/2006’ reported to CMT in March
2007 is again positive and has been well received. The main messages are:

* The Council has improved service performance in the past year with year-on-year
improvement since 2004/2005 on 69% of its Best Value Performance Indicators
(compared to the District Council average of 58%).

* Significant improvement in waste collection, planning and safer communities.

* An unqualified opinion on the Council’'s accounts and VFM arrangements for
2005/2006.

* An improved score on Use of Resources from 2 to 3 (as above).

Where possible the review of effectiveness that follows draws on these reports as sources of
assurance. Paragraphs with the suffix ‘Section 5’ indicate an issue reported in Section 5 of
the previous year’s Statement on Internal Control (now addressed) or an issue included in
Section 5 of the current Statement (with action plan to address).
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In summer 2006 the Overview and Scrutiny Commissions were restructured to enable the
former Council Resources Overview and Scrutiny Commission to become the Corporate
Overview and Scrutiny Commission, which was then split into two Panels — the Performance
Panel and the Governance Panel. The Governance Panel's terms of reference were clearly
defined to ensure the Panel meets all the requirements for an Audit Committee in accordance
with CIPFA guidance (Section 5 2005/2006 achieved).

Throughout 2006/2007 the Governance Panel have received training, awareness and reports
on key aspects of governance including the SIC itself, SIC proper practices, risk
management, internal audit and external audit.

All members have signed up to the Council’'s Code of Conduct for Members and the new
Code of Conduct for development Control Matters. The Monitoring Officer disseminated
guidance and provided training and advice to elected members on their compliance with the
Code, which is assessed through the Standards Committee.

The Standards Committee received an annual report in June 2006 on its work during
2005/2006. The Committee had met on 4 occasions during the previous year. The
Committee decided to take no action on 5 complaints made prior to the previous annual
report made in August 2005. They reviewed their programme and agreed to review the
Development Control Code of Good Practice: recommendations from this review were
accepted by the General Purposes Committee on 1 March 2006 without amendment. This
has now been added to the Council's Constitution. Minor changes were also made and
approved to the Officer Code of Conduct.

The Monitoring Officer, Legal and Member Services Officers attended all formal meetings of
elected members to advise on the legal and constitutional aspects of their responsibilities
under the Code, the process and decisions prior to them being made.

There is a Staff Code of Conduct and departmental registers of gifts, hospitality and interests.
These were recently reviewed by the Chief Executive who noted a high level of compliance
and no significant issues arising.

The Local Government Ombudsman’s Annual Letter reflecting on 2006/2007 will not be
available until July 2007: the letter includes statistics on the number of complaints received,
the Ombudsman’s decisions and response times to complaints. This will be picked up in half-
year update to the Statement, introduced in 2006/2007.

In 2006/2007 the Ombudsman made a finding of maladministration leading to injustice on a
matter concerning Planning enforcement in an area of outstanding natural beauty and
member interest (case reference 05/C/15424). Six remedies were proposed and Cabinet
instructed that these be progressed as recommended by the Ombudsman. The Council was
commended for its positive response to the criticisms within the report and its willingness to
take action. Reports on progress are being submitted to the Ombudsman at the Council’s
instigation. (Included in Section 5 2007/2008 to enable future Governance Panel monitoring
through existing arrangements).

The Council continued to revitalise and strengthen its corporate planning process and plans,
implemented a number of key improvements in monitoring arrangements and provided a
clearer focus on its internal and outward looking improvement agenda. The Council reviewed
its long-term vision and restated its 7 corporate priorities in late 2006 each of which is
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supported by key actions and 3-year ‘SMART’ targets for the delivery. Improved practice was
carried on into departmental business and service planning.

The Council further embedded the Covalent Performance Management Information System
in 2006/2007. Audit work on Best Value Performance Indicators, undertaken jointly between
external and internal audit progressed well again this year with only minor amendments
required. Previous recommendations have been fully addressed.

The Council undertook major consultations with its District Panel on its Corporate Priorities,
the Revenue Budget, and its regular 3-year satisfaction survey. Staff were also consulted, via
the intranet, on the Employee Survey, repeated in 2006/2007.

In 2006/2007 the new Corporate Governance arrangements put in place following the
restructure were finalised and agreed. A framework was set down that clarified officer and
member roles and responsibilities and received positive assurance: however, the Council’s
Code of Corporate Governance was not subject to review in 2006/2007 because of a delay in
publication of the revised national framework which underlies the Council’s local code. This
review will be carried forward. (Section 5 2005/2006).

Following a full review and update of the Council's Risk Management arrangements in
2005/2006 there has been further embedding in corporate and business planning, decision-
making and project management. This was achieved primarily by migrating risk management
onto the Covalent Performance Management System, where it links with corporate and
service planning, corporate actions and performance management.

Risk management training was provided to the Governance Panel in their role as the
Council's Audit Committee and to various groups of staff including corporate project groups,
management teams and other corporate groups.

Risk management made a significant contribution to a range of major decisions, projects and
initiatives  during 2006/2007 including: Draft General Fund Revenue Budget: Capital
Programme: ICT Strategy: Waste Management Action Plan: Replacement HR / Payroll
System: Replacement IHMS (Housing) System.

The Audit Commission noted continued improvement in the arrangements for risk
management and a recent internal audit was positive and noted that risk management is now
reasonably well embedded; there has been good progress on implementing agreed actions;
there are many good examples of risk management in projects; the strategic risk register has
recently been reviewed; progress is being made in departments in migrating risk registers
onto Covalent and monitoring risk regularly: and progress is being made in engaging the
Governance Panel in risk management.

CMT received regular reports on progress made in implementing actions set down in the
Corporate Health & Safety Strategy, in particular implementation of a corporate Health &
Safety Policy Statement and Safety Responsibility Statements. The Council was selected by
the HSE to implement ‘Management Standards for Work Related Stress’ across the authority
and runs well attended courses accredited by the Institute of Occupational Safety and Health.
The Director of Resources has fulfilled his statutory duties and expected role as Director of
Finance in 2006/07. He ensured preparation of the Council’s financial statements in
accordance with the Code of Practice on Local Authority Accounting in the United Kingdom
2002: A Statement of Recommended Practice.
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The Medium Term Financial Strategy (MTFS) was reviewed and updated and its objectives,
including a target balanced budget, endorsed. The General Fund Budget for 2006/2007 was
considered by Overview and Scrutiny Commissions and approved by the Council in February
2006. The approved budget was a balanced budget and within the targets agreed in the
MTFS.

In their 2005/2006 Use of Resources Report, published in March / April 2007, the Audit
Commission identified a concern with the arrangements for Debt Recovery. In response to
this the Council has given high priority to developing and implementing a new Debt Recovery
Management Strategy, resourced this and reflected it in the Strategic Plan 2007/2008 Action
Plan. (Section 5 added June 2007)

The Statement of Accounts for 2005/2006 included a Statement on Internal Control
2004/2005, in the recommended format, signed by the Leader of the Council and the Chief
Executive, and approved by the General Purposes Committee.

The Audit Commission reported that ‘The Council has good arrangements in place for
compiling the Statement on Internal Control, including an assurance framework that provides
members with information to support the Statement.’

An amendment to the Accounts and Audit Regulations effective from 1 April 2006 introduced
the requirement for the Council to carry out an annual review of the effectiveness of its
system of internal audit, to be fed into the SIC. The review is ongoing but was not completed
in time to feed into the SIC 2006/2007: however, no significant issues have been identified.
The review is the subject of a separate report to the Governance Panel and has been
identified as outstanding in Section 5 so that it can be picked up in normal monitoring
arrangements during 2007/2008. (Section 5)

The Internal Audit Annual Report, which includes the audit opinion on the level of assurance
gained from internal audit work during 2006/2007, will be finished in May 2007. Internal Audit
is on target to achieve 90% plus of its annual plan. Again, the Audit Manager has given
assurances that there are no significant issues arising, not otherwise reported, and again,
future monitoring will be picked up. (Section 5)

The Council updated its Anti-Fraud and Corruption Strategy and a Whistle Blowing Policy,
and relaunched them in 2006/2007. (Section 5 2005/2006 achieved)

The Audit Commission noted improvements in the Council’'s Value for Money arrangements
in 2006/2007 significant enough to revise its Use of Resources Score upwards froma 2to a3
(Section 5 2005/2006 achieved).

The Council continued to meet its statutory responsibilities in respect of the Efficiency
Agenda. Revised arrangements were put in place to streamline joint collection and validation
budget and efficiency data. Fully compliant Annual Efficiency Statements were submitted on
time. The Council continued to exceed its cumulative efficiency targets and to play an active
role in the Yorkshire and Humberside Efficiency Forum. Governance Panel were given
responsibility for oversight of the efficiency agenda.

A fully revised and updated Corporate Procurement Strategy 2005 - 2008, aligned to the
National Procurement Strategy was published and approved in 2005/2006. The Council
collaborates in joint procurement arrangements with the other North Yorkshire District
Councils and has made significant cash and non-cash savings in 2006/2007.
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The Council published an Incident Response Scheme in 2005/06 and began a follow on
review of Business Continuity Planning that includes a reassessment of business critical
systems (not done since the Year 2000 exercise) and guidance on updating business
continuity plans, procedure notes and manuals. Significant progress was made in 2006/2007
and this is ongoing. (Section 5 2005/2006 partly achieved and carried forward).

The following new corporate strategies were approved during 2006/2007: People
Management Strategy; ITD Strategy; Diversity Strategy: Voluntary and Community Sector
Strategy: Overview and Scrutiny Strategy. Following establishment of the Customer Services
Unit in early 2006/2007 the Customer Care Strategy was also fully reviewed and updated.

The Council repeated the Employee Survey in 2006/2007. The independently run survey was
sent to almost 1400 staff and there was a 35% response rate. Results were positive in
general and in respect of governance issues in particular as follows. Of those responding
over 90% agreed that they had a clear understanding of their role within the Council and the
standards of performance and behaviour expected from them. 87% of respondents
understood the role of the Council and 93% understood what their role contributes to the
aims of the Council. 78% agreed that the Council’s strategic direction reflected their own
public service aims. 75% agreed that the Chief Executive and Senior Directors had a clear
vision of where the Council is going: 73% agreed they had confidence in elected members.
61% had at least some knowledge of the Whistle Blowing Policy. The independent consultant
said that overall it was a good set of results compared to other similar councils.

The Covalent Performance Management Information System is now implemented across the
Council (with the exception of HIC). In addition to significant improvements in the capture,
analysis and reporting of performance information, it has enabled performance to be linked
with risk management, corporate and service planning. There has been extensive staff
training throughout 2006/2007. Members of the Performance Panel have also been trained
on Covalent and training will be extended to other members during 2007/2008.

For the first time in 2006/2007 Heads of Service have completed Statements of Assurance
that feed into the SIC assurance process. This represents a significant improvement to the
assurance process. The statements were set up in Covalent and ask Heads of Service to
indicate their understanding of and compliance with up to 30 corporate plans, strategies and
policies, and to provide evidence that they have good risk management, performance
management and internal control arrangements in place in their day to day service delivery
(much of which is already held in Covalent). At the time of writing not all statements are fully
finalised but they give indications of good internal controls and no significant issues have
been identified. These arrangements will be further strengthened in 2007/2008. (Section 5
2005/2006 partly achieved and carried forward).

For the first time in 2006/2007 the Governance Panel will be asked to formally confirm their
oversight of the production of the Statement on Internal Control, that it is consistent with their
view of the Council's system of internal control, based on reports made to them during
2006/2007 and that they therefore recommend it for adoption by those charged with
governance.
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Strategy

5. SIGNIFICANT INTERNAL CONTROL ISSUES
Ref | Issue Action
1. | The Council's Code of Update the Code to reflect changes in Council
Corporate Governance has not | policy and procedures and any changes arising
been updated since it was first from the ongoing review of the CIPFA/SOLACE
published in July 2002. Framework Document on which it is based
C/twd from 2005/06 because of | following publication of new statutory guidance.
delay in publication of underlying | Responsible officer: Corporate Improvement
statutory guidance Officer (Governance)
2. | Continue to make progress of Significant progress has been made in 2005/06
fully reviewing and developing and plans are already in place for this to continue
Business Continuity Planning for | in 2006/07.
business critical services. Responsible officer: Civil Contingencies Support
Cl/twd from 2005/06 Officer.
3. | Sources of Assurance on The Governance Panel approved a proposal to
Internal Control. develop Statements of Assurance for Heads of
Service in Covalent. Draft statements were

C/fwd from 2005/06 substantially completed for 2006/07: no major
issues were identified. Plans are in place to make
further improvements during 2007/08.
Responsible officer: Corporate Improvement
Officer (Governance)

4. | Ombudsman finding of Progress on remedies recommended by the
maladministration leading to Ombudsman. Subject to further monitoring reports
injustice on a matter concerning | during 2007/2008.

Planning and member interest Responsible officer: Head of Legal and Democratic
(case reference 05/C/15424).

5. | Review of the system of internal | To carry out a review of the effectiveness of the
audit in compliance with the system of internal audit in accordance with the
Accounts and Audit Regulations | statutory guidance. The review has commenced
amended April 2006 (regulation | and no significant issues have been identified to
6) date. Further reports will follow in June 2007.

Responsible officer: Head of Legal and Democratic
6. | Audit Manager’s Annual Report | This is a timing issue only. No significant issues
have been identified. The final report will be
presented to the Panel in June2007.
Responsible officer: Audit Manager
7. | Debt Recovery Management This issue was raised in the Audit Commission

report on Use of Resources 2005/2006 issued in
March 2007. Production of a strategy has been
identified as a high corporate priority for 2007/2008
and is reflected in the Strategic Plan.

Responsible officer: Business Support Manager
DR

11




STATEMENT ON INTERNAL CONTROL 2006/2007

The Governance Panel has overseen production of the draft Statement on Internal Control
2006/2007 and agree that it is consistent with their view of the Council’'s system of internal
control, based on reports made to them during 2006/2007 and they therefore recommend it
for adoption by those charged with governance, namely the Leader of the Council, the Chief
Executive and the General Purposes Committee.

Councillor Don Mackenzie
Chair of the Governance Panel

Date

| have been advised on the implications of the results of the review of the effectiveness of the
system of internal control by the Authority by Chief Officers, the Executive Director —
Corporate Policy and Improvement, the Director of Resources, the Monitoring Officer, the
Strategic Management Officer, the Corporate Improvement Officer (Governance), the Audit
Manager and the Governance Panel. A plan to address weaknesses and ensure continuous
improvement of the system is in place.

PM Walsh Dr M Gardner
Chief Executive Leader of the Council
Date Date
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