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9. Other Operating Expenditure

2009/2010 2010/2011
£000 £000
Parish council precepts 1,820 1,861
Payments to the Government Housing Capital Receipts Pool 2 21
Gains/Losses on the disposal of non current assets 0 11
Total 1,822 1,893

10. Financing and Investment Income and Expenditure

2009/2010 2010/2011

£000 £000
Interest payable and similar charges 252 0
Pensions interest cost and expected return on pensions assets 2,095 1,418
Interest receivable and similar income (885) (531)
Income and expenditure in relation to investment properties (1,593) (2,626)
and changes in their fair values
Total (131) (1,739)

11.Taxation and Non Specific Grant Income

2009/2010 2010/2011
£000 £000
Council tax income (6,936) (6,995)
Non domestic rates (6,126) (6,786)
Revenue Support Grant (1,414) (985)
Non Specific Revenue Grants & Contributions (1,011) (496)
Capital grants and contributions (938) (849)
Total (16,425) (16,111)

12. Movement of Property, Plant and Equipment

The freehold and leasehold properties which make up the Council’s property portfolio have
been valued at 31 March 2011 by J R Prendergrast BSc(Hons), MRICS, an external
valuer, on the undermentioned bases in accordance with the RICS Appraisal and Valuation
Manual — Valuation of Local Council Assets for Financial Statements.

The basis of valuation is as set out in the Statement of Accounting Policies.

Plant and machinery are included in the valuation of buildings.
Valuations are performed on a rolling basis to cover all the assets over a five year cycle.
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Cost or Valuation
At 1 April 2010

Additions

Revaluation increases/(decreases)
recognised in the Revaluation Reserve
Assets reclassified (to)/ from

Held for Sale

Reclassifications

Other movements in Cost or

Valuation

At 31 March 2011
Accumulated Depreciation and

Impairment
At 1 April 2010

Depreciation Charge

Impairment losses/(Reversals)
recognised in the Surplus/Deficit in the
Provision of Services

Derecognition - Disposals
Derecognition - Other

At 31 March 2011

Net Book Value
at 31 March 2011
at 31 March 2010

Vehicles, Total
Other Land Plant, Property,
and Furniture & Infrastructure Community ~ Surplus  Assets Under  Plant and
Buildings ~ Equipment Assets Assets Assets  Construction Equipment
£000 £000 £000 £000 £000 £000 £000
51,617 5,863 0 206 2,712 1,444 61,842
69 48 0 156 226 204 703
327 0 0 (10) 8 0 325
0 0 0 0 (25) 0 (25)
1,648 0 0 0 36 (1,648) 36
(2) 0 0 0 0 0 (2)
53,659 5,911 0 352 2,957 0 62,879
11,380 3,563 0 0 199 0 15,142
1,035 379 0 0 60 0 1,474
1,932 0 0 0 202 0 2,134
2) 0 0 0 0 0 (2)
0 0 0 153 1 0 154
14,345 3,942 0 153 462 0 18,902
39,314 1,969 0 199 2,495 0 43,977
40,237 2,300 0 206 2,513 1,444 46,700
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Comparative movements in 2009/10:

Cost or Valuation
At 1 April 2009

Additions

Donations

Revaluation increases/(decreases)
recognised in the Revaluation Reserve
Assets reclassified (to)/ from

Held for Sale

Reclassifications

Other movements in Cost or Valuation

At 31 March 2010

Accumulated Depreciation and
Impairment
At 1 April 2009

Depreciation Charge

Depreciaton written out to the Surplus/
Deficit on the Provision of Services
Impairment losses/(Reversals)
recognised in the Surplus/Deficit in the
Provision of Services

Derecognition - Disposals
Derecognition - Other

At 31 March 2010

Net Book Value
at 31 March 2010
at 31 March 2009

Vehicles, Assets Total
Other Land Plant, Under Property,
and Furniture & Infrastructure Community ~ Surplus  Constructio Plant and
Buildings  Equipment Assets Assets Assets n Equipment
£000 £000 £000 £000 £000 £000 £000
43,873 5,804 0 169 2,165 11,554 63,565
57 0 214 0 2,456 2,727
0 0 0 0 0 0 0
6,127 0 0 (100) 484 (59) 6,452
4,726 0 0 0 0 0 4,726
457 0 0 138 27 (12,501) (11,879)
55,183 5,861 0 421 2,676 1,450 65,591
10,589 3,158 0 0 0 0 13,747
790 406 0 0 0 0 1,196
0 0 0 0 1 0 1
3,566 0 0 0 0 0 3,566
0
0 0 0 0 161 0 161
1 2) 0 214 0 6 219
14,946 3,562 0 214 162 6 18,890
40,237 2,299 0 207 2,513 1,444 46,700
33,284 2,646 0 169 2,165 11,554 49,818
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Information on Assets Held

Fixed assets held by the Council include the following:

Number as at Number as at

31 March 2010 31 March 2011
Civic Centre 1 1
Leisure Centres 3 3
Swimming Pools 4 4
Surface Car Parks 25 25
Depots 2 2
Parks and Open Spaces (acres) 137 137
Public Conveniences 11 11
Droitwich Shop 1 1
Commercial Shops 10 10
Hospital & GP Surgery 2 * 2
* This was split into 2 separate assets in 2009/10.

Assets are being depreciated based on their remaining useful life using the following
expected lifespans:-

Civic Centre 65 years
Roof 60 years
Mechanical & Electrical 25 years

Droitwich Shop 150 years

Droitwich Spa Lido & Buildings 40 years
Roof 30 years
Mechanical & Electrical 25 years

Sports Centres 45 years
Roof 30 years
Mechanical & Electrical 25 years

Public Conveniences 65 years

Supermarket 25 years

Other Buildings on individual cases

IT - Hardware 3 -5 years

Hospital & GP Surgery, Pershore 50 years

Revaluations

Changes in asset values, net of impairment, may be summarised as follows:
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31 March 2010 31 March 2011
£000 £000
Public Conveniences (32) 70
Parking 3,776 (1,542)
Depots 73 32
Parks and Open Spaces (101) (20)
Swimming Pools and Leisure Complexes (2,546) 1,169
Heritage 48 (1,648)
Offices 1,243 312
Investment Properties 363 1,350
Surplus 482 0
Assets held for Disposal (1,248) (211)
Total 2,058 (478)

13.Investment Properties

The following items of income and expense have been accounted for in the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure

Statement:
2009/2010 2010/2011
£000 £000
Rental income from investment property (1,230) (1,276)
Direct operating expenses arising from investment property 0 0
Total (1,230) (1,276)

There are no restrictions on the Council’'s ability to realise the value inherent in its
investment property or on the Council’s right to the remittance of income and the proceeds
of disposal. The Council has no contractual obligations to purchase, construct or develop
investment property or repairs, maintenance or enhancement.

The following table summarises the movement in the fair value of investment properties

over the year:

2009/2010 2010/2011

£000 £000

Balance at start of the year 12,017 14,808

Net gains/losses from fair value adjustments 363 1,350
Transfers:

- To/from Property, Plant and Equipment 2,428 (36)

Other changes 0 10

14,808 16,132
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14.Intangible Assets

The Council accounts for its software as intangible assets, to the extent that the software is
not an integral part of a particular IT system and accounted for as part of the hardware item

of Property, Plant and Equipment.

All software is depreciated over 5 years, based on assessments of the period that the
software is expected to be of use to the Council.

The carrying amount of intangible assets is amortised on a straight-line basis. The
amortisation of £143,980 charged to revenue in 2010/11 was charged to the IT
Administration cost centre and then absorbed as an overhead across all the service
headings in the Net Expenditure of Services. It is not possible to quantify exactly how much
of the amortisation is attributable to each service heading.

The movement on Intangible Asset balances during the year is as follows:

2009/2010 2010/2011
Other Other
Assets Total Assets Total
£000 £000 £000 £000
- Gross carrying amounts 902 902 1,100 1,100
- Accumulated amortisation (505) (505) (649) (649)
Net carrying amount at start of year 397 397 451 451
Additions:
- Purchases 198 198 0 0
Amortisation for the period (144) (144) (145) (145)
Net carrying amount at end of year 451 451 306 306
Comprising:
- Gross carrying amounts 1,100 1,100 1,100 1,100
- Accumulated amortisation (649) (649) (794) (794)
451 451 306 306
15.Assets Held For Sale
Current Non-current
2009/2010 2010/2011 2009/2010 2010/2011
£000 £000 £000 £000
Balance outstanding at start of year 0 306 1,493 4,262
Assets newly classified as held for sale
Property, Plant and Equipment 0 25 4,726 0
Ravaluation losses 0 0 (1,248) (212)
Assets sold (385) (451) 0 0
Transfer from non-current to current 709 (709)
Other movements (18) 120 0 (27)
Balance outstanding at year-end 306 0 4,262 4,023
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16. Financial Instruments

The following categories of financial instrument are carried in the Balance Sheet:

Long Term Current
31 March 31 March 31 March 31 March

2010 2011 2010 2011

£'000 £'000 £'000 £'000
Financial Assets
Investments
Loans and receivables 6,181 1,158 5,066 15,039
Total Investments 6,181 1,158 5,066 15,039
Debtors
Loans and receivables 112 78 7,785 3,098
Total Debtors 112 78 7,785 3,098
Financial Liabilities
Creditors 3,509 3,182

Nature and Extent of Risks Arising from Financial Instruments

The Council’s activities expose it to a variety of financial risks. As such the key risks in
relation to its financial assets, are:

Credit Risk — the possibility that other parties might fail to pay amounts due to the Council

Liquidity Risk — the possibility that the Council might not have funds available to meet its
commitments to make payments

Re-financing risk — the possibility that the Council might be requiring to renew a financial
instrument on maturity at disadvantageous interest rates or terms

Market risk — the possibility that financial loss might arise for the Council as a result of
changes in such measures as interest rate movements

The Council uses risks management practices in Treasury Management not purely to
minimise the risks stated above but also to manage cash flows, maximise interest
receivable etc. It minimises its risks using the following measures:

e by adopting the requirements of the CIPFA Treasury Management in the Public
Services Code of Practice.

e by approving annually in advance prudential indicators for the following five years,
limiting the Council’'s borrowing and maximum and minimum exposures to fixed and
variable rates, the maturity structure of debt and exposure to investments maturing
beyond a year

e by approving a Treasury Management Strategy annually, which includes an
investment strategy, for the forthcoming year.
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In addition Treasury Management Practices setting out clear operational procedures are
followed and reviewed on a day to day basis.

Credit risk is minimised by use of a specified list of investment counterparty criteria. The
Council receives credit rating details from its Treasury Management advisers on a daily
basis and any counterparty falling below the criteria is removed from the list. The Council’s
maximum exposure to credit risk in relation to its investments in banks and building
societies cannot be assessed generally as the risk of any institution failing to make interest
payments or repay the principal sum will be specific to each individual institution. Recent
experience has shown that it is rare for such entities to be unable to meet their
commitments. A risk of irrecoverability applies to all of the Council’'s deposits but there was
no evidence at 31% March 2011 that this was likely to crystallise.

The Councils maximum exposure on other financial assets is limited to the carrying value of
its debtors. Over 70% of the Council’s current debtors balance of £3,305k relates to
government bodies and these debtors are assumed to have good credit worthiness.
Significant provisions have been made for doubtful debts in respect of other entities and
individuals and it is therefore considered that there should be any further impairment of
these debts.

Liquidity risk — The council manages its liquidity position through the risk management
practices and procedures referred to above as well as through a comprehensive cash flow
management system, as required by the CIPFA Code of Practice. The Council’'s Money
Plan (medium term financial strategy) ensures sufficient monies are raised to cover annual
expenditure. In the event of an unexpected cash requirement the Council has significant
balances and also access to borrowing to cover day to day cash flow need. There is
therefore no significant liquidity risk.

Re-financing risk and Market risk — the Council has a number of strategies for managing
interest rate risk and these are addressed in the Treasury Management Strategy. In addition
during periods of falling interest rates and where economic circumstances make it
favourable the treasury management team may take fixed rate investments for longer
periods to secure better long term returns. Movements in interest rates have a complex
impact on the Council as some investments are have variable rates and some have fixed
interest rates for different periods of time. If, however, all interest rates were 1% higher,
investment income credited to the Comprehensive Income and Expenditure Statement in
2010/11 would have increased by £288k, similarly the approximate impact of a 1% fall
would result in a decrease in investment income by a similar amount.

17. Long Term Investments

31 March 2010 31 March 2011

£'000 £'000
Investments maturing in excess of 1 year 6,181 1,158
6,181 1,158

The value of the Council’s long term investments has been reviewed along will all financial
instruments shown in the Balance Sheet, to ensure that the accounts show these at ‘fair
value’. In practice this means that the valuation of these investments in the Balance Sheet
includes accrued interest as at the Balance Sheet date.
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Included in our long term investments at 31%' March 2011 is an amount relating to the
Icelandic Bank, Landsbanki Islands hf and information on this investment follows.

Landsbanki Islands hf

Early in October 2008, the Icelandic banking system collapsed. The current situation with
regards to recovery of the sums deposited varies between each bank, namely Landsbanki,
Kaupthing and Glitnir. The Council had £1.5m deposited in Landsbanki. Following steps
taken by the Icelandic Government in early October 2008 Landsbanki Islands domestic
assets and liabilities were transferred to a new bank (new Landsbanki) with the
management of the affairs of Old Landsbanki being placed in the hands of a resolution
committee.

Old Landsbanki’s affairs are being administered under Icelandic law and public presentation
of its affairs can be viewed on its website.

Details of the investment in Landsbanki included in the Long Term Investments figure in the
Balance Sheet are as follows:

Date invested 31 August 2007
Maturity Date 31 August 2009
Amount Invested £1,500,000
Interest Rate 6.45%

Carrying amount at 31%' March 2011 £1,158,000
Total value of estimated Impairment at 315t March 2011 £342,000

Regulations issued in March 2009 allowed the Council to defer the impact of an impairment
loss on the General Fund for two years. Such amounts were transferred to the Financial
Instruments Adjustment Account, an account that records the timing differences between
charging these amounts to the General Fund in accordance with proper practice and in
accordance with the CLG regulations. The Council took advantage of the regulations, and
transferred the total principal impairment amount of £341,000 to the Financial Instruments
Adjustment Account (FIAA).

As required under the regulations, the Council transferred the balance out of the Financial
Instruments Adjustment Account and charged the impairment to the General Fund in
2010/2011. Recovery of the investment or part of the investment is subject to the following
major uncertainties and risks:

e Continuing confirmation that deposits enjoy preferential creditor status. If this
decision is reversed it would have a significant impact on the amount of the deposit
that is recoverable.

e The impact of any exchange rate fluctuations on the value of assets recovered by
the resolution committee and on the settlement of the Council’s claim, which may be
denominated wholly or partly in currencies other than sterling. Deposits with the
Icelandic-domiciled banks were converted to Icelandic Krona (ISK) on 22" April
2009. Repayments by the banks will be based on the value of the deposit in ISK;
the sterling value received by authorities will depend on the prevailing exchange
rate, and may therefore be lower than the equivalent value on 22" April 2009.
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e Latest indications are that recovery of the investment will be received as follows but
this could change as it is dependent on a number of factors.

Date Repayment | Date Repayment
December 2011 2217% December 2015 8.87%
December 2012 8.87% December 2016 8.87%
December 2013 8.87% December 2017 8.87%
December 2014 8.87% December 2018 19.46%

18.Long Term Debtors

31 March 2010 31 March 2011
£000 £000

Car Loans 39 29
Housing Advances - Private 22 22
- Council Houses 33 24

Home Improvement Loans 6 3
Worcestershire C.C. re Gypsy Sites 12 0
112 78

19.Short Term Investments

This represents amounts held as cash or deposits with banks (including the Bank of
England) and building societies which mature within one year.

2009/2010 2010/2011
£000 £000
Balance at 31 March 5,066 15,039

The value of the Council’s short term investments have been reviewed, along with all
financial instruments shown in the Balance Sheet, to ensure that the accounts show these
at ‘fair value’. In practice this means that the valuation of these investments includes
accrued interest at the Balance Sheet date.

20.Inventories

2009/2010 2010/2011
£000 £000
Balance at 31 March 25 3

This relates solely to travel tokens held for the Concessionary Fares Scheme.
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21.Short Term Debtors

Central Government Bodies
Other Local Authorities

NHS Bodies

Other Entities and Individuals

less Provision for Bad Debts

2009/2010
Excl. Incl.
Shared Shared
Service Service
£'000 £'000
4,687 4,687

273 489

3 3
3,268 3,085
8,231 8,264
(479) (479)
7,752 7,785

2010/2011
Excl. Incl.
Shared Shared
Service Service
£'000 £'000
1,011 1,011
1,028 1,135
57 57
1,758 1,758
3,854 3,961
(806) (806)
3,048 3,155

22.Cash and Cash Equivalents

The balance of Cash and Cash Equivalents is made up of the following elements:

Cash held by the Authority
Bank current accounts
Short-term deposits

31 March 2010

6,213

£'000
343
261
5,609

31 March 2011
£'000
240
(426)
6,550
6,364

23.Short Term Creditors

Central Government Bodies

Other Local Authorities
NHS Bodies

Other Entities and Individuals

31 March 2010

Excl. Incl.
Shared Shared
Service Service

£'000 £'000

(795) (795)
(454) (454)
(95) (95)
(2,073) (2,165)
(3,417) (3,509)

31 March 2011

Excl. Incl.
Shared Shared
Service Service

£'000 £'000

(683) (683)
(576) (607)
(167) (167)
(1,576) (1,725)
(3,002) (3,182)
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24.Provisions — non Wychavon

These provisions are held on behalf of other organisations and Wychavon District Council
does not have any legal responsibility for the liabilities of these provisions.

Balance at Receipts Payments  Balance at

31 March 2010  in year inyear 31 March 2011
£000 £000 £000 £000
Avon Meadows Countryside Stewardship Scheme 5 0 (4) 1
Worcestershire Inward Investmentship Partnership 8 0 0 8
Community Safety Partnership Fund 2 0 (1) 1
15 0 (5) 10

Avon Meadows Countryside Stewardship Scheme A partnership scheme with Worcestershire County
Council and the Rural Payments Agency for the
management of Avon Meadows.

The maijority of the provision was utilised in 2009/10
with a small sum remaining for ongoing maintenance
of the Meadows.

Worcestershire Inward Investment Partnership A partnership with Worcestershire County Council
principally for the commissioning of a motor industry
sector survey.

The expenditure will occur mainly in 2011/12 and the
provision should be fully utilised in that year.

Community Safety Partnership Fund A partnership with West Mercia Police and
Worcestershire County Council for community safety
projects.

The provision should be fully utilised in 2011/12.

25.Defined Benefit Pension Schemes

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

The council participates in one defined benefit pension scheme, the Local Government
Pension Scheme (LGPS), administered by Worcestershire County Council, although the
Revenues and Benefits Shared Service staff were transferred, on set up of the Shared
Service, fully funded to a separate ‘ghost’ admitted body of the same scheme with a
different employer contribution rate and its own assets and liabilities. The pension scheme
is a funded scheme, meaning that the Council and employees pay contributions into a fund,
calculated at a level intended to balance the pension’s liabilities with investment assets.

Transactions relating to post-employment benefits

We recognise the cost of retirement benefits in the reported cost of services when they are
earned by employees, rather than when benefits are eventually paid as pensions. However,
the charge we are required to make against council tax is based on the cash payable in the
year, so the real cost of post employment/retirement benefits is reversed out of the General
Fund via the Movement in Reserves Statement. The following transactions have been made
in the Comprehensive Income and Expenditure Statement and the General Fund Balance
via the Movement in Reserves Statement during the year:
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Local Government Local Government
Unfunded Pension Scheme Unfunded Pension Scheme
Discretionary Excl Incl Discretionary Excl Incl
Benefits SWRBSS SWRBSS Benefits SWRBSS  SWRBSS
¥ £000 " gooo " g000 " £000 " g000 " £000
2009/10 2009/10 2009/10 2010/11 2010/11 2010/11

Comprehensive Income & Expenditure
Statement
Cost of Services:

- past service costs 0 0 0 (150) (3,663) (4,188)
- settlements and curtailments 0 244 244 0 3 3
Financing and Investment Income &

Expenditure

- interest cost 182 3,333 3,817 171 3,569 4122
- expected return on scheme assets 0 (1,558) (1,904) 0 (2,327) (2,875)
Total Post Employment Benefit Charged

to the Surplus or Deficit on the Provision

of Services 182 2,655 2,994 21 (1,500) (1,668)
Other Post Employment Benefit Charged

to the Comprehensive Income &

Expenditure Statement

- actuarial gains and losses (532)  (5,201) (5,138) 246 4188 4062
Total Post Employment Benefit Charged (532)  (5,201) (5,138) 246 4188 4062
to the Comprehensive Income and

Expenditure Statement

Movement in Reserves Statement

- reversal of net charges made to the (182) (2,655) (2,994) (21) 1,500 1,668
Comprehensive Income and Expenditure

Statement

Actual amount charged against the

General Fund Balance for pensions

in the year:

- employers' contributions payable to

scheme 226 1632 2077 223 1305 1752

During the year it was announced that future pension increases under the LGPS are to be
linked to the Consumer Price index (CPI) rather than the Retail Price Index (RPI). This has
given rise to a significant past service gain within the accounting figures and a
consequential reduction in the year end liabilities.

The cumulative amount of actuarial gains and losses recognised in the Comprehensive
Income and Expenditure Statement to the 31 March 2010/11 is a gain of £4,308,000.

Assets and Liabilities in Relation to Post-employment Benefits

Reconciliation of present value of the scheme liabilities (defined benefit obligation):
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Local Government Pension Local Government
Scheme Pension Scheme
Unfunded Unfunded
Discretionary Excl Incl Discretionary Excl Incl
Benefits SWRBSS SWRBSS Benefits SWRBSS SWRBSS
£000 £000 £000 £000 £000 £000
2009/10 2009/10 2009/10 2010/11 2010/11 2010/11
Opening balance 1 April (2,677) (47,726) (54,400) (3,165) (64,408) (73,881)
Current service cost 0 (636) (837) 0 (918) (1,270)
Interest cost (182) (3,333) (3,817) (171) (3,569) (4,122)
Contribution by scheme 0 (417) (535) 0 (354) @77
participants
Actuarial gains and losses (532) (14,671) (16,709) 246 2,868 4,162
Benefits paid 226 2,619 2,661 223 2,638 2,657
Past service costs 0 0 0 150 3,663 4,188
Curtailments 0 (244) (244) 0 (3) 3)
Closing balance at 31 March (3,165) (64,408) (73,881) (2,717) (60,083) (68,746)
Reconciliation of fair value of the scheme (plan) assets:
2009/10 2010/11
Excl Incl Excl Incl
SWRBSS SWRBSS SWRBSS SWRBSS
" £000 " £000 " £000 " £000
Opening balance 1 April 24,101 29,278 34559 42,478
Expected rate of return 1,558 1,904 2,327 2,875
Actuarial gains and losses 9,470 11,571 1,320 (100)
Employer contributions 1,858 2,077 1,528 1,752
Contributions by scheme participants 417 535 354 477
Benefits paid (2,845)  (2,887) (2,861)  (2,880)
Closing balance at 31 March 34,5569 42,478 37,227 44,602

The expected return on the scheme assets is determined by considering the expected
returns available on the assets underlying the current investment policy. Expected yields on
fixed interest investments are based on gross redemption yields as at the Balance Sheet
date.

Expected returns on equity investments reflect long-term real rates of return experienced in
the respective markets.

The actual return on scheme assets in the year was a gain of £2,834,000 (2009/10 gain of

£11,028,000) excluding the shared service and a gain of £3,501,000 (2009/10 gain of
£13,475,000) including the shared service.
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Scheme History

2006/07 2007/08 2008/09 2009/10 2010/11

£000 £000 £000 £000 £000
Present value of liabilities:
Local Government Pension Scheme 0 0 0 (73,881) (68,745)

Unfunded Discretionary Benefits 0 0 0 (3,165) (2,717)
(56,738) (67,262) (57,077) (77,046) (71,462)

Fair value of assets in the Local

Government Pension Scheme 37,659 38,379 29,278 42,478 44,602
Surplus/(deficit) in the scheme

Local Government Pension Scheme 0 0 0 (31,403) (24,143)
Unfunded Discretionary Benefits 0 0 0 (3,165) (2,717)
Total (19,079) (28,883) (27,799) (34,568) (26,860)

Note: Split between Local Government Pension Scheme and Unfunded Discretionary
Benefits not available prior to 2009/10.

The liabilities show the underlying commitments that the Council has in the long run to pay
retirement benefits. The total net liability of £25,572,000 excluding the Shared Service,
£26,860,000 including the Shared Service at 31% March 2011 has a substantial impact on
the net worth of the Council as recorded in the balance sheet. It should be noted, however,
that as stated in the Statement of Accounting Policies, that the Revenues and Benefits
Shared Service is part of a ‘Jointly Controlled Operation’ and as host to the Shared Service
Wychavon District Council accounts for the income and expenditure incurred but there are
some assets and liabilities that are the joint responsibility of the partnership. These include
the assets and liabilities of the pension scheme. Although these assets and liabilities have
been accounted for in full here the share of these assets and liabilities attributable to
partners at 31 March 2011, as defined by the partnership agreement, is as follows:

Malvern Hills Wychavon

District Worcester District
Council City Council Council Total
£000 £000 £000 £000
Present Value of Liabilities (2,001) (3,699) (2,963) (8,663)
Fair Value of Assets 1,704 3,149 2,522 7,375
Deficit in the Scheme (297) (550) (441) (1,288)

Wychavon’s Building Control Services, ICT services and Regulatory Services are all part of
joint ‘shared services’ arrangements between various Worcestershire Authorities. The
Building Control shared service is hosted by Malvern Hills District Council; ICT shared
service is hosted by Worcestershire County Council and Regulatory Shared Service is
hosted by Bromsgrove District Council. The income and expenditure incurred is accounted
for in each of the host authorities’ accounts. The assets and liabilities of the pension
scheme are the joint responsibility of the partnerships and are accounted for in full in the
host authorities’ accounts. The pension assets and liabilities for the shared services that are
attributable to Wychavon at 31 March 2011 are as follows:
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Building Building Regulatory

Control Control ICT Services

31 March 31 March 31 March 31 March
2010 2011 2011 2011
£000 £000 £000 £000

Present Value of Liabilities (710) (560) (1,327) (2,838)
Fair Value of Assets 875 596 1,248 2,876
Surplus or Deficit in the Scheme 165 36 (79) 38

Also statutory arrangements for funding the deficit mean that the financial position of the
council remains healthy as the deficit will be made good by increased contributions over the
remaining working life of employees, as assessed by the scheme actuary.

The total contributions expected to be made to the pension scheme by the council in the
year to 31 March 2012 is £1,701,000 excluding the Shared Service and £1,975,000
including the Shared Service.

Basis for Estimating Assets and Liabilities

Liabilities have been assessed on an actuarial basis using the projected unit method, an
estimate of the pensions that will be payable in future years dependent on assumptions
about mortality rates, salary levels etc. The liabilities have been assessed by Mercer
Limited, an independent firm of actuaries, estimates for the pension fund being based on
the latest full valuation of the scheme as at 1% April 2010.

The principal assumptions used by the actuaries in their calculations were:

2010/11 Local
2009/10 Local Government
Government Pension Scheme
Pension Scheme & & Unfunded
Unfunded Benefits Benefits
Long-term expected rate of return on assets in the scheme
Equity investments 7.5% 7.5%
Government Bonds 4.5% 4.4%
Other Bonds 5.2% 5.1%
Property N/A N/A
Cash / Liquidity 0.5% 0.5%
continued overleaf
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continued 2010/11 Local
2009/10 Local Government
Government Pension Scheme
Pension Scheme & & Unfunded
Unfunded Benefits Benefits
Mortality assumptions:
Longevity at 65 for current pensioners:
- Men 21.2 years 22.0 years
- Women 24.1 years 24.5 years
Longevity at 65 for future pensioners:
- Men 22.2 years 23.4 years
- Women 25.0 years 26.1 years
Other:
Rate of inflation (RPI) 3.3% 3.4%
Rate of inflation (CPI) 2.8% 2.9%
Rate of increase in salaries 4.8% 4.4%
Rate of increase in pensions 3.3% 2.9%
Rate of discounting scheme liabilities 5.6% 5.5%
Take-up of option to convert annual 50.0% 50.0%
pension into retirment lump sum _

The Discretionary Benefits arrangements have no assets to cover its liabilities. The Local
Government Pension Scheme’s assets consist of the following categories. By proportion of
the total assets held:

31 March 31 March
2010 2011
% %

Equities 92.3% 92.7%
Government bonds 2.8% 2.6%
Other bonds 3.9% 3.8%
Property 0.0% 0.0%
Cash / liquidity 1.0% 0.9%

100.0% 100.0%

History of Experience Gains and Losses

The actuarial gains and losses identified as movements on the Pensions Reserve in
2010/11 can be analysed into the following categories, measured as a percentage of assets
or liabilities at 31 March 2011:

2006/07 2007/08 2008/09 2009/10 2010/11
% % % % %
Difference between the expected 0.2 (25.7) (40.3) 27.4 3.5
and actual return on assets
Experience gains and losses (1.5) 0.0 54 0.0 4.3
on liabilities
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26.Usable Reserves

Movements in the Council’s usable reserves are detailed in the Movement in Reserves
Statement and Note 8 (Earmarked Reserves).

27.Unusable Reserves

31 March 2010 31 March 2011

£000 £000
Revaluation Reserve 16,145 18,009
Capital Adjustment Account 49,238 45,175
Financial Instruments Adjustment Account (342) 0
Pensions Reserve (34,568) (26,860)
Deferred Capital Receipts 127 105
Collection Fund Adjustment Account 51 (11)
TOTAL UNUSABLE RESERVES 30,651 36,418

Revaluation Reserve

The Revaluation Reserve contains the gains made by the Council arising from increases in
the value of its Property, Plant and Equipment. The balance is reduced when assets with
accumulated gains are:

¢ revalued downwards or impaired and the gains are lost

e used in the provision of services and the gains are consumed through depreciation,
or

e disposed of and the gains are realised

The Reserve contains only revaluation gains accumulated since 1% April 2007, the date that
the Reserve was created. Accumulated gains arising before that date are consolidated into
the balance on the Capital Adjustment Account.

2009/2010 2010/2011
£000 £000

Balance at 1 April (10,950) (16,145)
Upward revaluation of assets (14,531) (3,744)
Downward revaluation of assets and impairment 9,328 3,617
Losses not charged to the Surplus/Deficit on the
Provision of Services 0 80
Accumulated gains on assets sold or scrapped 0 (68)
Amount written off to the Capital Adjustment Account 8 (1,749)
Balance at 31 March (16,145) (18,009)
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Capital Adjustment Account

The Capital Adjustment Account absorbs the timing differences arising from the different
arrangements for accounting for the consumption of non-current assets for financing the
acquisition, construction or enhancement of those assets under statutory provisions. The
Account is debited with the cost of acquisition, construction or enhancement as
depreciation, impairment losses and amortisations are charged to the Comprehensive
Income and Expenditure Statement (with reconciling postings from the Revaluation Reserve
to convert fair values to a historical cost basis). The Account is credited with the amounts
set aside by the Council as finance for the costs of acquisition, construction and
enhancement.

The Account contains accumulated gains and losses on Investment Properties and gains
recognised on donated assets that have yet to be consumed by the Council.

The Account also contains revaluation gains accumulated on Property, Plant and
Equipment before 1 April 2007, the date that the Revaluation Reserve was created to hold
such gains.

Note 7 provides details of the source of all transactions posted to the Account, apart from
those involving the Revaluation Reserve.

2009/2010 2010/2011

£000 £000
Balance as at 1 April (51,489) (49,238)
Reversal of items relating to capital expenditure debited or credited to
the Comprehensive Income and Expenditure Statement: 131 12
Charges for depreciation and impairment of non current assets 4,873 3,752
Revenue expenditure funded from capital under statute 1,570 1,053
Amounts of non current assets written off on disposal or sale as part 546 451
of the gain/loss on disposal to the Comprehensive Income and
Expenditure Statement

(44,369) (43,970)
Adjusting amounts written out of the Revaluation Reserve (8) 1,749
Net amount written out of the cost of non current assets consumed in (44,377) (42,222)
the year
Capital financing applied in the year:
Use of the Capital Receipts Reserve to finance new capital expenditure (2,448) (546)
Capital grants and contirbutions credited to the Comprehensive Income
and Expenditure Statement that have been applied to capital financing (1,809) (817)
Capital expenditure charged against the General Fund balance (241) (240)

(48,875) (43,825)
Movements in the market value of Investment Properties debited or
credited to the Comprehensive Income and Expenditure Statement (363) (1,350)
Balance at 31 March (49,238) (45,175)
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Financial Instruments Adjustment Account

The Financial Instruments Adjustment Account absorbs the timing differences arising from
the different arrangements for accounting for income and expenses relating to certain
financial instruments and for bearing losses or benefitting from gains per statutory
provisions.

2009/2010  2010/2011
£000 £000

Balance as at 1 April (172) (342)

Amount by which finance costs charged to the

Comprehensive Income and Expenditure Statement (170) 342
are different from finance costs chargeable in the
year in accordance with statutory requirements
Balance at 31 March (342) 0

Pensions Reserve

The Pensions Reserve absorbs the timing differences arising from the different
arrangements for accounting for post employment benefits and for funding benefits in
accordance with statutory provisions. The Council accounts for post employment benefits in
the Comprehensive Income and Expenditure Statement as the benefits are earned by
employees accruing years of service, updating the liabilities recognised to reflect inflation,
changing assumptions and investment returns on any resources set aside to meet the
costs. However, statutory arrangements require benefits earned to be financed as the
Council makes employer’s contributions to pension funds or eventually pays any pensions
for which it is directly responsible. The debit balance on the Pensions Reserve therefore
shows a substantial shortfall in the benefits earned by the past and current employees and
the resources the Council has set aside to meet them. The statutory arrangements will
ensure that funding will have been set aside by the time the benefits come to be paid.

2009/2010 2010/2011
Excl Inc Excl Inc
SWRBSS SWRBSS SWRBSS SWRBSS

£000 £000 £000 £000
Balance as at 1 April (26,301) (27,799) (33,013) (34,568)
Actuarial gains or losses on pensions (5,733) (5,670) 4,434 4308
assets and liabilities
Reversal of items relating to retirement (2,837) (3,176) 1,479 1647
benefits debited or credited to the Surplus
or Deficit on the Provision of Services in
the Comprehensive Income and
Expenditure Statement
Employer's pension contributions and 1858 2077 1,528 1752
direct payments to pensioner's payable
in the year
Balance at 31 March (33,013) (34,568) (25,572) (26,861)
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Deferred Capital Receipts Reserve

The Deferred Capital Receipts Reserve holds the gains recognised on the disposal of non-
current assets but for which cash settlement has yet to take place. Under statutory
arrangements, the Council does not treat these gains as usable for financing new capital
expenditure until they are backed by cash receipts. When the deferred cash settlement
eventually takes place, amounts are transferred to the Capital receipts Reserve.

2009/2010 2010/2011
£000 £000
Balance as at 1 April (138) (127)
Transfer to the Capital Receipts Reserve upon receipt 11 22
of cash
Balance at 31 March (127) (105)

Collection Fund Adjustment Account

The Collection Fund Adjustment Account manages the differences arising from the
recognition of council tax income in the Comprehensive Income and Expenditure Statement
as it falls due from council tax payers compared with the statutory arrangements for paying
across amounts to the General Fund from the Collection Fund.

2009/2010  2010/2011
£000 £000

Balance as at 1 April 3 51
Amount by which council tax income credited to the
Comprehensive Income and Expenditure Statement is
different from council tax income calculated for the year 48 (62)
in accordance with statutory requirements
Balance at 31 March o1 -11

28.Cash Flow Statement — Operating Activities

The cash flows for the operating activities includes the following:

2009/2010 2010/2011
£000 £000

Interest received (885) (531)
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29.Cash Flow Statement — Investing Activities

Net cash flows from investing activities

Purchase of short-term and long-term investments

Proceeds from the sale of property, plant and equipment,
investment property and intangible assets

Purchase of property, plant and equipment, investment
property and intangible assets

2009/2010 2010/2011
£000 £000
2,966 1,603
(6,561) 5,000
(1,139) (456)
(4,734) 6,147

30. Members Allowances

The Council paid the following amounts to members of the council during the year.

2009/2010 2010/2011

Total 279,220 280,573
31.0fficers Remuneration
The remuneration paid to the Council’s senior employees is as follows:
Salary Compens-  Benefits in
including fees Expense  ation forloss kind (eg car Pension
Post Title & allowances Bonuses allowances of office allowance)  contributions ~ TOTAL
£ £ £ £ £ £ £
Managing Director 2010/11 107,592 0 0 0 7,108 11,984 126,684
2009/10 107,494 0 0 0 7,023 11,984 126,501
Deputy Managing Director  2010/11 78,314 0 0 0 5,238 8,733 92,285
2009/10 78,203 0 0 0 5,374 8,733 92,310
Head of Legal & Support
Services 2010/11 75,971 0 128 0 0 7,868 83,967
2009/10 75,848 0 115 0 0 7,868 83,831
Head of Strategy &
Communications 2010/11 62,247 0 34 0 195 6,380 68,856
2009/10 58,101 0 0 0 3,984 6,429 68,514
Head of Community
Services 2010/11 74,977 0 0 0 0 7,868 82,845
2009/10 73,998 0 102 0 0 7,680 81,780
Head of Housing & Planning
Services 2010/11 75,633 0 102 0 0 7,868 83,603
2009/10 75,946 0 134 0 0 7,868 83,948
Head of Shared Service -
Revenues & Benefits 2010/11 70,387 0 0 0 4,255 2,032 76,674
2009/10 70,472 0 0 0 4,157 0 74,629
Head of Environmental
Services * 2010/11 11,937 0 0 0 753 1,311 14,001
2009/10 70,937 0 0 0 4,717 7,859 83,513
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The Head of Environmental Services left the Council on 31% May 2010 following his
appointment as Head of the new Worcestershire Regulatory Services Shared Service.

The Council’'s other employees receiving more than £50,000 remuneration for the year
(excluding employer’s pension contributions) were paid the following amounts:

2009/2010 2010/2011
Excl. Incl.

SWRBSS SWRBSS Excl. SWRBSS Incl. SWRBSS

Number of Number of Number of Number of
Remuneration Band Employees Employees Employees Employees
£50,000 - £54,999 1 1 1 1
£55,000 - £59,999 0 0 0 0
£60,000 - £64,999 1 1 1 1
£65,000 - £69,999 0 0 0 0
£70,000 - £74,999 1 2 1 2
£75,000 - £79,999 3 3 2 2
£80,000 - £84,999 1 1 1 1
£85,000 - £89,999 0 0 0 0
£90,000 - £94,999 0 0 0 0
£95,000 - £99,999 0 0 0 0
£100,000 - £104,999 0 0 0 0
£105,000 - £109,999 0 0 0 0
£110,000 - £114,999 2 2 1 1

32.External Audit Costs

The Council has incurred the following costs in relation to the audit of the Statement of
Accounts, certification of grant claims and statutory inspections and to non-audit services

provided by the Council’s external auditors:

2009/2010 2010/2011
£000 £000

Fees payable to Grant Thornton UK LLP with regard to external
audit services carried out for the year 98 107
Fees payable to Grant Thornton in respect of statutory
inspection 8 0
Fees payable to Grant Thornton UK LLP for the certification of
grant claims and returns for the whole year 29 33
Fees payable in respect of other services provided by
Grant Thornton UK LLP during the year 1 3
Fees payable to the Grant Thornton in respect
of other services 1 2
Total 39 145
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33. Grant Income

The Council credited the following grants, contributions and donations to the
Comprehensive Income and Expenditure Statement in 2010/11.

2009/2010 2010/2011
£000 £000

Credited to Taxation and Non Specific Grant Income
DCLG NNDR Pool 6,126 6,786
DCLG Revenue Support Grant 1,414 985
DCLG Area Based Grant 23 36
DCLG Regional Housing Pot 156 148
DCLG Business Incentive Grant (LABGI) 34 0
Total 7,753 7,955
Credited to Services
DWP Housing Benefit Subsidy 29,662 30,922
DWP Housing Benefit Administration 814 719
DCLG NNDR Administration 187 190
DFT Concessionary Fares 275 334
DCMS Free Swimming Grant 41 15
DCLG - Small Business Rate Relief 16 10
DCLG - Homelessness Grant 43 63
DCLG - Habitats Regulations New Burdens Grant 17 17
DCLG - Migration Impacts Fund 259 172
DCLG - Flood Recovery Grant 23 59
Worcs CC - New Growth Point Funding 64 66
DCLG - Personal Search Fees - Land Charges 0 34
Ministry of Justice - Parliamentary Elections 0 117
Sport England - Sport Unlimited Lottery Grant 0 19
Worcs CC - County Waste Strategy Contribution 0 69
Worcs Partnership - Opportunity Vale of Evesham 0 160
Worcestershire PCT - Opportunity Vale of Evesham 0 50
Worcestershire PCT - Youth Zone, Alcohol Safe Project 0 16
Worcestershire PCT - Postural Stability Grant 0 117
DCLG - Housing & Planning Delivery Grant 34 0
DCLG - European Elections Grant 92 0]
Worcs CC - Housing Substance Misuse 70 0
Worcs CC - Business Development Grants 10 0
Worcs CC - Economic Downturn Grant 10 0
Worcs CC - Shop Front Improvement Scheme 10 0
Worcs CC - Social Housing Fraud Grant 10 0
DCLG - Housing Renewal Grants - Capital 370 374
Worcs CC - Playbuilder - capital 61 12
Environment Agency - Various Flooding Grants 0 160
Worcs CC - Contribution towards Flood Alleviation Projects 0 88
Worcs CC - Droitwich Canals Restoration 0 112
Other Grants 21 30
Total 32,089 33,925
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34.Related Parties

The Council is required to disclose material transactions with related parties — bodies or
individuals that have the potential to control or influence the council or to be controlled or
influenced by the Council. Disclosure of these transactions allows readers to assess the
extent to which the Council might have been constrained in its ability to operate
independently or might have secured the ability to limit another party’s ability to bargain
freely with the Council.

Central Government

Central Government has effective control over the general operations of the Council — it is
responsible for providing the statutory framework within which the Council operates,
provides the majority of its funding in the form of grants and prescribes the terms of many of
the transactions that the Council has with other parties (e.g. council tax bills, housing
benefits).Grants received from government departments are set out in the subjective
analysis in Note 4 and in detail in Note 33.

Members

Members of the Council have direct control over the Council’s financial and operating
policies. The total members’ allowances paid in 2010/11 is shown in Note 29. The Council
maintains a register of Councillors’ interests that is regularly updated and available for
public inspection.

During 2010/11, a number of Wychavon District Councillors were also members of
Worcestershire County Council and members of town and parish Councils. The Council also
has member representatives on various outside bodies including Age Concern Droitwich &
District Executive Committee, Community First, Evesham Arts Centre Management
Committee, Rooftop Housing Ltd, Festival Housing Group, Local Government Association,
Number 8 — Pershore Arts Centre, Pershore & District Voluntary Help Centre, Pershore
Youth Fellowship — Riverside Centre, Vale of Evesham Volunteer Centre, Worcestershire
Telecare Ltd, Wychavon Citizens Advice Bureau, Wychavon Leisure Community
Association Ltd, Cotswold Area of Outstanding Natural Beauty Conservation Board and
Welcome to Our Future. Members also represent the Council on the South Worcestershire
Shared Services Joint Committee and Worcestershire Regulatory Services Joint
Committee.

In accordance with contractual arrangements the Council paid grants and contributions of
£6,300 to Age Concern Droitwich, £6,149 to Community First, £5,650 to Number 8, £9,400
to Pershore & District Voluntary Help Centre, £5,710 to Pershore Youth Fellowship —
Riverside Centre, £10,000 to Vale of Evesham Volunteer Centre, £45,000 to Wychavon
Citizens Advice Bureau and £146,635 to Wychavon Leisure Community Association Ltd.

Officers

The Council’'s Head of Strategy and Communications has recorded an outside interest,
undertaking external consultancy work in her own time, principally for other councils. Her
Wychavon contract is currently part time. Conditions are in place to ensure this external
work does not conflict with her Wychavon priorities. From April 2011, that external work
included acting as a coach for The Mind Gym. The Council had previously engaged the
services of The Mind Gym before the Head of Strategy and Communications carried out any
work for that company. The Council is satisfied that there was no conflict of interests.
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Operations Jointly Controlled by the Council

The Council is a partner in the South Worcestershire Shared Services Joint Committee and
the Worcestershire Shared Services Joint Committee. Both of these partnerships are jointly
controlled operations. The Council is also a party to the Internal Audit Shared Service
provided under an Administrative Collaboration agreement by Worcester City Council.

The South Worcestershire Shared Services Joint Committee consists of Revenues and
Benefits, Building Control, ICT and Customer Services (of which Wychavon is not a direct
partner) which are provided as shared services by the partner Councils. During 2010/11 the
Council paid £641,513 to Worcestershire County Council as the host of the ICT shared
service, £285,632 to Malvern Hills District Council as host of the Building Control shared
service, and £87,365 to Worcestershire County Council for Customer Services provided to
the Revenues and Benefits Shared Service.

As host Council of the South Worcestershire Revenues and Benefits shared service the
Council received £1,712,357 from Worcester City Council and £843,353 from Malvern Hills
District Council.

Under the Worcestershire Shared Services Joint Committee the Council paid £1,044,564 to
Brosmgrove District Council as the host Council of the Regulatory Services Shared Service.

Under the Internal Audit Shared Service the Council paid £109,560 to Worcester City
Council as the host Council.

35.Capital Expenditure and Capital Financing

The total amount of capital expenditure incurred in the year is shown in the table below
together with the resources that have been used to finance it. Where capital expenditure is
to be financed in future years by charges to revenue as assets are used by the Council, the
expenditure results in an increase in the Capital Financing Requirement (CFR), a measure
of the capital expenditure incurred historically by the Council that has yet to be financed.
The movement in the CFR is analysed in the second part of this note.

2009/2010 2010/2011
£000 £000

Opening Capital Financing Requirement
Capital Investment 1,152 1,152
Property, Plant and Equipment 2,727 700
Investment Properties 0 4
Intangible Assets 198 0
Revenue Expenditire Funded from Capital under Statute 1,570 899
Sources of finance
Capital receipts (2,445) (546)
Government grants and other contributions (2,050) (1,057)
Closing Capital Financing Requirement 1,152 1,152
Explanation of movements in year
Increase/(decrease) in Capital Financing Requirement 0 0
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36.Capital Commitments

The Council had no material contractual commitments at 31%' March 2011 for capital
projects. Our proposed capital expenditure is as follows:-

Future
2011/2012 2012/2013  Years
£000 £000 £000
Priorities
Safer: Communities that are safe and feel safe 66 0 0
Greener: A better environment - for today and tomorrow 330 87 0
Healthier: Improving health and well-being 1 0 0
Stronger: Vibrant and inclusive communitites with a strong 1,218 777 2,766
economy

Successful: Delivering excellent services 549 35 12
2,164 899 2,778

Major Schemes included above:
Disabled Facilities Grants 588 588 1,763
New Affordable Homes 56 100 699
Private Sector Renewal Grants 74 74 222
Evesham - Council Depot 175 0 0
Flooding Alleviation 330 87 0
Droitwich Medals Office 200 0 0
Droitwich Canal 220 0 0

37.Leases

Council as Lessor
Operating Leases
The Council leases out property under operating leases for the following purposes:

e For the provision of community services, such as sports facilities, tourism services
and community centres

e For economic development purposes to provide suitable affordable accommodation
for local businesses

The Council has granted the following, which are accounted for as operational leases:

1. To Waitrose Limited - land and store adjacent to The Saltway, Droitwich at £595,000 per
annum (minimum) for 26 years and 3 months, commencing April 2005. An additional
rent of £5,000 per annum was agreed from July 2005. A rent review is currently pending.

2. To Worcestershire Primary Care Trust — hospital, Queen Elizabeth Drive, Pershore at
£307,151 per annum for 25 years, commencing 24™ November 2006. The rent was
reviewed to £325,000 per annum from January 2010.

3. To Pitts-Tucker Doctors Partnership — health centre, Queen Elizabeth Drive, Pershore at

£224,978 per annum for 25 years, commencing 24™ November 2006. The rent was
reviewed to 274,500 per annum from January 2010.
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4. To Sun Life Unit Assurance — ground floor of Riverside Shopping Centre, Evesham at
9% of the rental income from retail units, approximately £70,000 net per annum, for 175
years, from 31% March 1989.

The future minimum lease payments receivable under non-cancellable leases in future
years are:

2009/2010 2010/2011
£000 £000
Not later than one year 1,197 1,197
Later than one year and not later than five years 4,789 4,789
Later than five years 30,166 28,969
36,152 34,955

The minimum lease payments receivable do not include rents that are contingent on events
taking place after the lease was entered into, such as adjustments following rent reviews. In
2010/11 £78,867 contingent rents were receivable by the Council (2009/10 £21,843).

Council as a Lessee

The Council leases a few property assets and some of the leases that were previously
treated as operational leases have now been re-classified as finance leases but all of these
are considered to be immaterial in value and thus no adjustments have been made to the
accounts in respect of leased assets.

The most significant leased asset is a car park at St Andrews, Droitwich. The lease for this
car park is for 125 years commencing 25" December 1993 and the rental value is one
peppercorn per annum.

38.Expenditure on Publicity

Section 5 of the Local Government Act 1986 requires local authorities to identify the cost of
publicity during the year which has been included in the Income and Expenditure Account.

Publicity is defined as “any communication, in whatever form, addressed to the public at
large or to a section of the public’. The figures shown below are inclusive of recruitment
advertising.

2009/2010 2010/2011

Excl. Incl. Excl. Incl.
SWRBSS SWRBSS SWRBSS SWRBSS

£115,688  £116,256 £88,211 £88,211

66



NOTES TO THE FINANCIAL STATEMENTS
39.Trading Operations

Parking

The Council operates 25 off-street Pay and Display car parks in Droitwich, Pershore,
Evesham and Broadway. There are 2,901 spaces in total.

2009/2010 2010/2011
£000 £000
Turnover (1,995) (1,938)
Expenditure 543 568
(Surplus)/Deficit (1,452) (1,370)

Depots

The Council maintains two depots — Abbey Road Evesham and The Furlongs, Droitwich —
which are occupied by our refuse contractor. There are also managed workspace units at
the Furlong Centre which are let on licence.

2009/2010 2010/2011

£000 £000
Turnover (82) (83)
Expenditure 116 77
(Surplus)/Deficit 34 (6)
SUMMARY OF TRADING
OPERATIONS 2009/2010 2010/2011

£'000 £'000

Parking (Surplus) / Deficit (1,452) (1,370)
Depots (Surplus) / Deficit 34 (6)
Total (Surplus) / Deficit for Year (1,418) (1,376)

The net assets shown within the Balance Sheet as at 31% March 2011 include the following
amounts in respect of trading operations:

Total Trading Operations
Other General Fund  Parking  Depots
£000 £000 £000

Net assets 46,103 13,260 763
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40.Contingent Liabilities

At 31 March 2011, the Council has the following contingent liability:

The Council has entered into a legal agreement with partners to support a project to
redevelop part of the Droitwich Canal. If the project does not achieve defined construction
and economic development objectives the Council may be liable to pay up to an estimated
£2.0m of grant funding for the project back to Advantage West Midlands and the Heritage
Lottery Fund.

As the construction project is nearing completion, with a projected completion date of the 1°
July 2011, the liability has significantly reduced. Once the construction is complete, the
canal will be transferred to British Waterways, under a S10 Order which will effectively
discharge most of the Councils liability.

The Councils remaining liability is in respect of a range of economic development related

activities but the total repayment for the failure to meet these outputs is considered to be
minimal and that no further provision needs to be made for this liability after this year.
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This account reflects the statutory requirement for billing authorities to maintain a separate
Collection Fund, which shows the transactions of the billing authority in relation to non-
domestic rates and council tax, and illustrates how these have been distributed to the
Government, preceptors and the General Fund.

The Collection Fund is managed and administered by Wychavon District Council, as the
billing authority, on behalf of the council tax payers and business rate payers within its area.
All sums raised from council tax and business rates are paid into the Fund together with
relevant government grants. Payments out of the Fund include contributions to the National
Non-Domestic Rate pool and precept payments to Worcestershire County Council, West
Mercia Police Authority, Hereford & Worcester Combined Fire Authority, Wychavon District
Council and Town and Parish Councils to fund their net service requirements.

Income and Expenditure Account

2009/10 2010/11 Notes
£000 £000

INCOME
Council Tax (59,833) (61,313) 1
Council Tax Benefits (6,662) (6,940)
Business Rates (31,748) (33,847) 2
Total Income (98,243) (102,100)
EXPENDITURE
Precepts and Demands: 3
Worcestershire County Council 47,607 49,310
West Mercia Police Authority 8,154 8,481
Hereford & Worcester Combined Fire Authority 3,361 3,495
Wychavon District Council - General Fund 4,996 5,146

- Special Levies 66 67
Town and Parish Councils 1,820 1,861
Business Rates:
Payment to NNDR Pool 31,473 33,659 2
NNDR Cost of Collection Allowance 187 190
Provision for Non Payment 118 0

Contribution from previous years
estimated Collection Fund Surplus: 3

Worcestershire County Council 0 343

West Mercia Police Authority 0 59
Hereford & Worcester combined Fire Authority 0 24
Wychavon District Council 0 49

Total Expenditure 97,782 102,684
(Surplus) / Deficit for the Year (461) 584
Movement on the Fund Balance

Fund Balance on 1 April 2010 (27) (488)
(Surplus) / Deficit for Year (461) 584 4

Fund Balance on 31 March 2011 (488) 96
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1. Council Tax

Council Tax Base

Council tax income derives from charges made to domestic properties. Each property was
classified into one of eight valuation bands (A-H), based on their market value as at 1 April
1991.

The charge for each property is calculated by estimating the amount of income required for
the year for Worcestershire County Council, West Mercia Police Authority, Hereford &
Worcester Combined Fire Authority and Wychavon District Council (including town and
parish councils) to provide services, then dividing this by the council tax base.

The council tax base, which is the number of chargeable dwellings in each valuation band

(adjusted for dwellings where discounts and exemptions apply) expressed as an equivalent
number of Band D dwellings was calculated for 2010/11 as follows:

Equivalent No. Band D Band D

Tax Band Property Value of Dwellings Ratio Equivalent
Disabled Band A 18.0 5/9 10
A up to £40,000 4,808.7 6/9 3,206
B between £40,001 and £52,000 9,347 1 7/9 7,270
C between £52,001 and £68,000 10,240.9 8/9 9,103
D between £68,001 and £88,000 7,023.0 9/9 7,023
E between £88,001 and £120,000 6,182.7 11/9 7,557
F between £120,001 and £160,000 5,091.3 13/9 7,354
G between £160,001 and £320,000 3,547.7 15/9 5,913
H over £320,000 189.4 18/9 379
Total 46,448.8 47,815
Less adjustment for non-collection (0.75%) (359)
Council Tax Base 47,456

(Band D Equivalent figures have been rounded)

Council Tax Levy at Band D
The basic amount of council tax for 2010/11 for a band D property was as follows:

Worcestershire County Council £1,039.06
West Mercia Police Authority £178.72
Wychavon District Council £108.44
Hereford & Worcester Combined Fire Authority £73.64

£1,399.86
ADD Town and Parish Councils (average) £40.65

Average Council Tax Levy at Band D £1,440.51
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NOTES TO THE COLLECTION FUND ACCOUNT 2010/11

2. National Non-Domestic Rates (NNDR)

The Council is responsible for collecting non-domestic rates for its area which are based on
local rateable values multiplied by a national uniform rate. The Council collects the rates
due and pays them into a national pool which is managed by Central Government. The
Government redistributes the amounts paid into the national pool to local authorities based
on a fixed amount per head of population.

The total local rateable value at 31%' March 2011 was £99,329,593 (as per the Valuation
Office) and national uniform rate was 41.4p.

3. Precepts and Demands

The total amount of income required from the Collection Fund by each of the preceptor

authorities in 2010/11 was as follows (this includes the declared surplus on the Collection
Fund):

£000
Worcestershire County Council 49,653
West Mercia Police Authority 8,540
Wychavon District Council (including Town and Parish Councils) 7,125
Hereford & Worcester Combined Fire Authority 3,519

4. Surplus and Deficits

There was no estimated surplus or deficit on the Collection Fund declared during 2010/11
and therefore the small deficit shown here will be carried forward into 2011/12.

5. Other Council Tax Information

Hereford &
West Mercia  Worcester ~ Wychavon

Worcestershire Police Combined Fire  District
County Council  Authority Authority Council Total
£000 £000 £000 £000 £000
Debtors (in Arrears) 1,157 199 82 166 1,604
Provision for Non-Payment -104 -18 -7 -15 -144
Creditors (in Advance) -737 -127 -52 -106 -1,022

Amounts Written Off 93 16 7 13 129
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GLOSSARY OF TERMS

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

ACCRUAL

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

ACTUARY
An expert who puts a value to pension scheme assets and liabilities

ASSET

An asset is something that Wychavon owns that has a value, such as premises, equipment

or cash.

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

e Along term asset provides Wychavon benefits for a period of more than one year e.g a
building like the Civic Centre.

AUDIT OF ACCOUNTS
An audit is an examination by an independent expert of an organisation’s financial affairs to
check that the relevant legal obligations and codes of practice have been followed.

BALANCE SHEET
A financial statement summarising Wychavon’s assets, liabilities and other balances at the
end of each accounting period.

BUDGET
A budget is a financial statement that expresses an organisation’s service delivery plans
and capital programmes in monetary terms.

CAPITAL CHARGES
This is a charge made to an organisation’s Comprehensive Income and Expenditure
Statement to reflect the cost of utilising long term assets in the provision of services.

CAPITAL EXPENDITURE

Expenditure on the acquisition of long term assets e.g. property, plant or equipment that will
be used to provide services beyond the current accounting period or expenditure that adds
value to an existing long term asset. Also included in this definition is expenditure that does
not add value to a council asset but is permitted to be capitalised and is treated as Revenue
Expenditure funded from Capital under Statute (REFCUS)

CAPITAL FINANCING

This term describes the various sources of money used to pay for capital expenditure.
There are various options available — the methods used in Wychavon are financing from
general or earmarked reserves, usable capital receipts, capital grants and capital
contributions.
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CAPITAL PROGRAMME
This is a financial summary of planned capital expenditure that Wychavon intends to carry
out over a specified time period.

CAPITAL RECEIPT

A capital receipt is the income that results from the sale of land or property. The
Government decides the proportion of each capital receipt that can be used to finance new
capital expenditure. Capital receipts cannot be used to fund revenue services.

CODE OF PRACTICE ON LOCAL AUTHORITY ACCOUNTING

The code of practice provides a framework for publishing local authority statutory accounts
based on accounting standards and interpretations issued by the International Accounting
Standards Board (IASB) and International Financial Reporting Interpretations Committee
(IFRIC), modified to reflect specific statutory requirements.

CIPFA
These letters stand for the Chartered Institute of Public Finance and Accountancy.

COLLECTION FUND
A separate fund recording the expenditure and income relating to council tax and national
non-domestic rates.

COMMUNITY ASSETS

This is the land and property Wychavon intends to own forever. They generally have no
determinable useful life and there are often restrictions regarding their sale. Examples of
Wychavon’s community assets are its parks and open spaces.

COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

A statement of the Council’s net revenue costs (or cost of providing services) in the year.
The surplus or deficit for the year shown on this statement is reconciled to the use of
councils reserves in the linked Movement in Reserves Statements (MIRS)

CONSISTENCY

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

CONTINGENT LIABILITY
A possible financial obligation that arises from past events and whose existence will only be
confirmed by the occurrence of uncertain future events not within Wychavon’s control.

CREDITOR
This is the amount of money Wychavon owes to others for goods and services that have
been supplied in the accounting period but not paid for.

DEBTOR

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

This is a charge made to the Comprehensive Income and Expenditure Statement each year
that reflects the reduction in the value of property, plant and equipment used to deliver
services.

FINANCE LEASE
This is a lease where the risk or reward of holding the asset is taken on by the lessee.

GOVERNMENT GRANTS

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

IFRS

International Financial Reporting Standards advise the accounting treatment and disclosure
requirements of transactions so that Wychavon’s accounts present a ‘true and fair view’ of
the financial position of the Council.

HOUSING ACT ADVANCES

These are loans that Wychavon has previously made to individuals or housing associations
to help fund the cost of constructing, acquiring or improving homes. Loans to individuals are
termed mortgages.

HOUSING BENEFITS

This is the national system for giving financial assistance to individuals towards certain
housing costs. The Revenues and Benefits Shared Service administers the scheme for
Wychavon residents. The Government subsidises the cost of the service.

IMPAIRMENT
This is a reduction in the value of property, plant and equipment as shown in the balance
sheet to reflect its true value.

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

INVENTORIES (OR STOCKS)

These are items that have been bought to use on a continuing basis but are stored and
have not yet been used. Examples are consumables, raw materials and components
purchased for incorporation into products for sale.

INVESTMENT PROPERTIES

These are the assets owned by Wychavon that it does not directly occupy or use in the
delivery of services. The main objective of owning these assets is to generate income for
the Council.

LIABILITY

Wychavon has a liability that has to be included in its accounts when it owes money to

others. There are several types of liability: -

e A current liability is a sum of money that will or might be payable during the next
accounting period e.g. creditors.
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e A deferred liability is a sum of money that will not be payable until some point after the
next accounting period or is paid off over a number of accounting periods.

MATERIALITY

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

MOVEMENT IN RESERVES STATEMENT
A statement which analyses movements in Wychavon’s usable and unusable reserves
during the year.

NATIONAL NON-DOMESTIC RATE (NNDR)

This is a national scheme for collecting contributions from businesses towards the cost of
local government services. Each business property has a rateable value. The Government
determines how much a business has to pay per £ of rateable value each year.

OPERATING LEASE
This is a lease where the ownership of the fixed asset remains with the lessor.

PRECEPT
The levy made by one authority to another to finance its expenditure.

PROVISION

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

RATEABLE VALUE
The annual assumed rental value of a property that is used for business purposes.

RELATED PARTIES

Two or more parties are related parties when at any time during the financial period: -

e one party has direct or indirect control of the other party

e the parties are subject to common control from the same source

e one party has influence over the financial and operational policies of the other party to
an extent that the other party might be inhibited from pursuing its own interests

e the parties, in entering a transaction, are subject to influence from the same source to
such an extent that one of the parties to the transaction has subordinated its own
interests.

RELATED PARTY TRANSACTIONS

A related party transaction is the transfer of assets, liabilities or services between Wychavon
and its related party irrespective of whether a charge is made.

The materiality of related party transactions is judged both in terms of their significance to
Wychavon and its related party.

RESERVES

A reserve is an amount set aside in the accounts to be spent in future years. Reserves of a
revenue nature are available and can be spent or earmarked for a specific purpose at
Wychavon’s discretion.
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REVENUE EXPENDITURE
The day to day expenses associated with the provision of services.

REVENUE EXPENDITURE FUNDED FROM CAPITAL UNDER STATUTE (REFCUS)
Capital expenditure which does not create or add to the value of an item of property, plant
or equipment belonging to Wychavon.

REVENUE SUPPORT GRANT
A general grant paid by the Government to local authorities as a contribution towards the
cost of their services.

SWRBSS
South Worcestershire Revenues and Benefits Shared Service, a jointly controlled operation
that is hosted by the Council

TRUST FUNDS
Funds administered by the Authority for such purposes as prizes, charities, and specific
projects.

UNUSABLE RESERVES
Reserves that cannot be applied by the Council to fund expenditure or reduce council tax

USABLE RESERVES
Reserves that can be applied by the Council to fund expenditure or reduce council tax.

WORK IN PROGRESS

The value of works that has been completed or is partially complete at the end of the
accounting period that should be included in the financial statements.
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STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF
ACCOUNTS

The Authority's Responsibilities

The Authority is required to:

e 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 Deputy Managing Director.

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

e approve the Statement of Accounts.

The Deputy Managing Director’s Responsibilities

The Deputy Managing Director is responsible for the preparation of the Authority's
statement of accounts in accordance with proper practices as set out in the CIPFA/LASAAC
Code of Practice on Local Authority Accounting in the United Kingdom ("the Code").

In preparing this Statement of Accounts the Deputy Managing Director has:
e selected suitable accounting policies and then applied them consistently;
¢ made judgements and estimates that were reasonable and prudent;

e complied with the local authority Code.

The Deputy Managing Director has also:
e kept proper accounting records which were up to date;
e taken reasonable steps for the prevention and detection of fraud and other irregularities.

| certify that the Statement of Accounts gives a true and fair view of the financial position of

the authority at the reporting date and of its expenditure and income for the year ended 31
March 2011.

VIC ALLISON MBE, BA (Hons), CPFA
Deputy Managing Director
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APPROVAL OF THE STATEMENT OF ACCOUNTS

| confirm that this Statement of Accounts, including the Comprehensive Income and
Expenditure Statement on page 25 and the Balance Sheet on page 26, was approved by

Council at its meeting held on 27 September 2011.

Signed on behalf of Wychavon District Council.

COUNCILLOR TONY MILLER
Chairman of the Council

Date 27 September 2011
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1.

ANNUAL GOVERNANCE STATEMENT
2010 - 2011

Scope and responsibility
Wychavon District Council is responsible for ensuring that:

e its business is conducted in accordance with legal requirements and proper
standards;

e public money is safeguarded, properly accounted for, and used economically,
efficiently and effectively.

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

In discharging this overall responsibility, Wychavon District Council is also responsible
for maintaining proper arrangements for the governance of its affairs, which facilitate
the effective exercise of the Council’s functions, including arrangements for the
management of risk.

The Council’s Deputy Managing Director is the officer with statutory responsibility for
the administration of the Council’s financial affairs as set out in section 151 of the Local
Government Act 1972.

The purpose of the governance framework

The governance framework comprises the cultural values, systems and processes used
by the Council to direct and control its activities, enabling it to engage, lead and account
to the community. The framework allows the Council to monitor the achievement of its
strategic objectives and to consider whether appropriate, cost effective services have
been delivered.

A significant part of the framework is the Council’s system of internal control which is
designed to manage risk to a reasonable level. It cannot eliminate all risk of failure to
achieve policies, aims and objectives and can therefore only provide reasonable and
not absolute assurance of effectiveness. The system of internal control is based on an
ongoing process designed to identify and prioritise the risks to the achievement of the
Council’s policies, aims and objectives, to evaluate the likelihood and potential impact of
those risks being realised, and to manage them efficiently, effectively and economically.

The governance framework has been in place at Wychavon District Council for the year
ended 31 March 2011, and up to the date of approval of the annual report and
accounts.

The governance framework

The Chartered Institute of Public Finance and Accountancy (CIPFA) has identified six

principles of corporate governance that underpin the effective governance of all local
authorities. Wychavon District Council has used these principles when assessing the
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adequacy of its governance arrangements. The main elements that contribute to these
arrangements are listed below:

Core Principle 1: focusing on the purpose of the Council and on outcomes for the
community and creating and implementing a vision for the local area

The Council’s policies, aims and objectives are well established and monitored at
various levels, for example Executive Board forward plan, annual service planning
process and personal development reviews

Posters widely available to communicate priorities and goals

Regular consultation is undertaken on a range of issues

The Local Strategic Partnership provides a partnership review forum

Consultation informs our Community Strategy which is available to the public

The Community Strategy and Annual Report articulate the Council’s activities and
achievements

The ‘Money Plan’ (medium term financial strategy) underpins corporate aims

The Council’'s budget book shows financial plans at a detailed level for the
financial year

Effective Budget Monitoring takes place regularly

Cashable and non-cashable savings have exceeded targets

Service standards have been published and are available to the public
Performance management and reporting is embedded, including quarterly
reporting to the Executive Board and review by the Overview and Scrutiny

Committee

Scrutiny teams have delivered tangible outcomes.

Core Principle 2. members and officers working together to achieve a common
purpose with clearly defined functions and roles

There is a ‘Team Wychavon’ approach between Members and Officers

The Council's Constitution clearly states the roles and responsibilities of
Members and Senior Officers

Terms of reference for Committees and Executive Board Member responsibilities
are clearly defined

Clear delegations and accountabilities are laid down in the Constitution
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Individual Executive Board Members attend SMT meetings on a rolling basis
Officers are appointed with clear job descriptions
Adoption of statutory and professional standards

Compliance with Financial Regulations and Contract Procedure Rules that are
reviewed and approved by the Council

Financial administration procedures are agreed by the Deputy Managing Director

Appropriate segregation of duties and management supervision.

Core Principle 3: promoting values for the authority and demonstrating the
values of good governance through upholding high standards of conduct and
behaviour

The Council’s priorities, goals and promises statement exemplifies its vision and
values

A Member / Officer protocol is set out within the Constitution
There are codes of conduct in place for Members and Officers

There is an established and effective Standards Committee.

Core Principle 4: taking informed and transparent decisions which are subject to
effective scrutiny and management of risk

There is an established and effective Overview and Scrutiny Committee

There is an established and effective Audit, Performance and Efficiency Scrutiny
Team which undertakes the role of an Audit Committee

Decisions taken are formally minuted
The Executive Board forward plan is rolled forward and reviewed

Active risk management, including
o risk identification, registers and actions plans;
Risk Management Steering Group;
Officer and Member champions for risk management;
guidance and training on risk management for Members and staff;
involvement of Members in monitoring corporate risks;
consideration of risk implications in committee reports and the decision
making process;

O O O O O

Active health and safety arrangements, including a robust policy, Member
Champion, regular consideration of issues at SMT and Joint Health and Safety
Group
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Continuous managerial review of services to ensure continuous improvement and
the economic, effective and efficient use of resources

Financial management arrangements, where managers are responsible for
managing their services within available resources and in accordance with agreed
policies and procedures. Elements include:

o monthly review of budgetary control information by Officers and the
appropriate Executive Board member, to compare expected and actual
performance

o formal quarterly budget monitoring reports to the full Executive Board

Active performance management arrangements
A robust complaints / compliments procedure is in place and is widely publicised

A whistle blowing policy is in place and available on the Council’s web site

Freedom of Information requests are dealt with in accordance with established
protocols

All committee reports include reference to the potential impact on the Council’s
priorities and community plan themes, and address as appropriate any financial,
staffing, risk, legal and property implications.

Core Principle 5: developing the capacity and capability of Members and Officers
to be effective

An induction programme is in place for Officers and Members
A Member training and development programme is in operation
Deputy s151 and Monitoring Officers are in place

Officer training programmes are considered at each Personal Development
Review

Staff Leadership Training is available

The Council contributes to and participates in the Regional Coaching Pool.

Core Principle 6: engaging with local people and other stakeholders to ensure
robust public accountability.

The Community Strategy is positively used

There is regular community engagement and participation both in general and for
specific community groups and services provided, e.g. Parish Councils, refuse
collection roadshows

Online surveys are conducted on the Council’s website
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e Committee and Council meetings are open to the public, with papers available on
the internet

e Clear and colourful publications e.g. Annual Report, residents’ magazine.
4. Review of effectiveness

The Council has responsibility for conducting, at least annually, a review of the
effectiveness of its governance framework, including the system of internal control. This
responsibility is in practice carried out by Senior and Middle Managers, with the
Managing Director informing the Executive Board of any significant matters warranting
their attention.

The Council’s Overview and Scrutiny Committee exercises a general non-executive
review role which in 2010/11 included specific work on reviewing the Council’'s Planning
Enforcement policy which resulted in a recommendation that the terms of reference was
redefined and amended. In addition the Committee played an important role in the
Council’'s budget setting process at a very early stage. In order to ensure the
effectiveness of the work of the Committee a ‘Shining a light’ scrutiny team was set up
to review its effectiveness and to give assurance that it was working to the best of its
ability. The Committee’s Audit, Performance and Efficiency Scrutiny Team also had a
full work programme during the year, reviewing all aspects of the Council’s strategic
performance and resource management arrangements.

The review of effectiveness of the system of internal control is informed by three main
sources: the work of Internal Audit; by managers who have responsibility for the
development and maintenance of the internal control environment; and also by
comments made by external auditors and other review agencies/inspectorates.

Internal audit

Wychavon’s responsibility for maintaining an effective internal audit function is set out in
Regulation 6 of the Accounts and Audit Regulations 2003. This responsibility is
delegated to the Deputy Managing Director.

The Audit Services Team operates in accordance with best practice professional
standards and guidelines. It independently and objectively reviews, on a continuous
basis, the extent to which the internal control environment supports and promotes the
achievement of the Council’s objectives, and contributes to the proper, economic,
efficient and effective use of resources. All audit reports go to the Senior Management
Team who agree any recommendations. Members receive an annual report of internal
audit activity and approve the annual audit plan for the forthcoming year.

The Audit Function is also responsible for co-ordinating the Council’s risk management
activity, which is monitored by a Risk Management Steering Group.

Managers
Individual managers are responsible for establishing and maintaining an adequate

system of internal control within their own sections and for contributing to the control
environment on a corporate basis. There are a number of significant internal control
areas which are subject to review by internal audit. All managers acknowledge their
responsibilities and confirm annually that they have implemented and continuously
monitored various significant controls. This is done on a checklist covering the following
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areas: Council objectives and service plans, staffing issues, corporate procedure
documents, service specific procedures, risk management, performance management
and data quality, and action on independent recommendations. This checklist is
reviewed by the Managing Director and Leader of the Council.

External auditors and other review agencies/inspectorates

Our external auditors have not identified any significant weaknesses in our internal
control arrangements when working with us throughout the year and in their annual
audit letter.

Other external reviews during the year included:

SOCTIM review of our website

Action for Market Town Awards

Investors in people — gold

Customer Services Excellence

Times Best Companies to Work for

Department of Works and Pensions review of Revenues and Benefits
External Auditor work, for example subsidy claim audits and annual audit

Significant governance and internal control issues

The review of Wychavon’s system of governance and internal control has not identified
any significant weaknesses.

PAUL MIDDLEBROUGH JACK HEGARTY
Leader of the Council Managing Director
Date 27 September 2011 Date 27 September 2011

NB original signed copy held in Internal Audit Section.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WYCHAVON
DISTRICT COUNCIL

Opinion on the Council’'s accounting statements

We have audited the accounting statements of Wychavon District Council for the year ended
31 March 2011 under the Audit Commission Act 1998. The accounting statements comprise
the Movement in Reserves Statement, the Comprehensive Income and Expenditure Statement,
the Balance Sheet, the Cash Flow Statement and Collection Fund and the related notes. The
financial reporting framework that has been applied in their preparation is applicable law and
the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2010/11 (based on International Financial Reporting Standards).

This report is made solely to the Members of Wychavon District Council in accordance with
Part II of the Audit Commission Act 1998 and for no other purpose, as set out in paragraph 48
of the Statement of Responsibilities of Auditors and Audited Bodies published by the Audit
Commission in March 2010. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Council and the Council's Members as a body, for our
audit work, for this repott, or for the opinions we have formed.

Respective responsibilities of the Deputy Managing Director and auditor

As explained more fully in the Statement of the Deputy Managing Director Responsibilities, the
Deputy Managing Director is responsible for the preparation of the Council’s Statement of
Accounts in accordance with proper practices as set out in the CIPFA JLASAAC Code of
Practice on Local Authority Accounting in the United Kingdom. Our responsibility is to audit
and express an opinion on the Statement of Accounts in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply
with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors.

Scope of the audit of the accounting statements

An audit involves obtaining evidence about the amounts and disclosures in the accounting
statements sufficient to give reasonable assurance that the accounting statements are free from
material misstatement, whether caused by fraud or error. This includes an assessment of:
whether the accounting policies are appropriate to the Council’s circumstances and have been
consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the Council; and the overall presentation of the accounting statements. We
read all the financial and non-financial information in the explanatory foreword to identify
material inconsistencies with the audited accounting statements. If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on accounting statements
In our opinion the accounting statements:

e give a true and fair view of the state of Wychavon District Council's affairs as at 31 March
2011 and of its income and expenditure for the year then ended

e have been properly prepared in accordance with the CIPFA/LLASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2010/11 (based on International
Financial Reporting Standards).

Opinion on other matters
In our opinion, the information given in the explanatory foreword for the financial year for
which the accounting statements are prepared is consistent with the accounting statements.
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Matters on which we report by exception
We have nothing to report in respect of the following matters where we are required to report
to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not
been received from branches not visited by us; or

e the accounting statements are not in agreement with the accounting records and returns; or

e the annual governance statement does not reflect compliance with ‘Delivering Good
Governance in Local Government: a Framework’ published by CIPFA/SOLACE in June
2007; or

e we have not received all the information and explanations we require for our audit.

Conclusion on the Council’s 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 review regularly the adequacy and effectiveness of these arrangements.

Auditor’'s responsibilities

We are required, under Section 5 of the Audit Commission Act 1998, to satisfy ourselves that
the Council has made proper arrangements for securing economy, efficiency and effectiveness
in its use of resources. The Code of Audit Practice issued by the Audit Commission requires us
to repott to you our conclusion relating to proper arrangements, having regard to relevant
criteria specified by the Audit Commission.

We report if significant matters have come to our attention which prevent us from concluding
that the Council has put in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources. We are not required to consider, nor have we considered,
whether all aspects of the Council’s arrangements for securing economy, efficiency and
effectiveness in its use of resources are operating effectively.

Basis of conclusion

We have undertaken our audit in accordance with the Code of Audit Practice, having regard to
the guidance on the specified criteria, published by the Audit Commission in October 2010, as
to whether the Council has proper arrangements for:

e securing financial resilience
e challenging how it secures economy, efficiency and effectiveness.

The Audit Commission has determined these two criteria as those necessary for us to consider
under the Code of Audit Practice in satisfying ourselves whether the Council put in place
proper arrangements for securing economy, efficiency and effectiveness in its use of resources
for the year ended 31 March 2011.

We planned our work in accordance with the Code of Audit Practice. Based on our risk
assessment, we undertook such work as we considered necessary to form a view on whether, in
all significant respects, the Council had put in place proper atrangements to secure economy,
efficiency and effectiveness in its use of resources.
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Conclusion

On the basis of our work, having regard to the guidance on the specified criteria published by
the Audit Commission in October 2010, we are satisfied that, in all significant respects,
Wychavon District Council put in place proper arrangements to secure economy, efficiency and
effectiveness in its use of resources for the year ending 31 March 2011.

Certificate
We certify that we have completed the audit of the accounts of Wychavon District Council in
accordanc equirements of the Audit Commission Act 1998 and the Code of Audit

Practice fssued by the JAudit Commission.

] D Roberts

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Birmingham

Friday, 30 September 2011
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