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EXPLANATORY FOREWORD

1. Introduction

This foreword provides a brief explanation of the financial activities of the Council and
highlights the main characteristics of the

2. The Accounts

TheCounci | 6 s account #08éareset ot bnegpagesy@ to (68).0rBe main

accounting statements are as follows:

(8) Income and Expenditure Account. (Page 14)
This Statement shows a summary of the resources generated and consumed by the
Council in the year.

(b) Statement of Movement on the General Fund Balance. (Page 15)
This provides a reconciliation showing how the balance of resources generated and
consumed in the year links with statutory requirements for raising council tax.

(c) Statement of Total Recognised Gains and Losses. (Page 17)
This statement demonstrates how the movement in net worth in the Balance Sheet is
identified to the Income and Expenditure Account surplus/deficit and to other
unrealised gains and losses.

(d) Balance Sheet. (Page 18)

This sets out the financial position of the Council on 31st March 2008.

(e) Cash Flow Statement. (Page 19)
This Statement summarises the inflow and outflow of cash arising from transactions
with third parties for revenue & capital purposes.

(f) Notes to the Core Accounting Statements. (Page 20)

(g) Housing Revenue Account Income & Expenditure Account. (Page 43)

This shows income and expenditure relating to Council housing.

(h) Collection Fund Income & Expenditure Account. (Page 49)

The Council administers a separate account called the Collection Fund into which
income from council tax, community charge and business rates is paid, and from
which contributions to the National Non-Domestic Rating Pool and monies required
to fund Essex County Council, Essex Police, Essex Fire Authority and Harlow
Council services are met.
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3. Changes to the Statement of Accounts

For 2007/08 a number of changes have been introduced in order that the accounts prepared
under the Local Authority Accounting in the UK Statement of Recommended Practice (SORP)
are brought more in line with UK Generally Accepted Accounting Practice (UKGAAP).

The main changes include:

1 The replacement of the Fixed Asset Restatement Account and Capital Financing
Account by a Revaluation Reserve and Capital Adjustment Account.

1 Accounting for Financial Instruments.

4. The General Fund Budget

Original Actual Variance
Budget
£EM £EM £M
Net expenditure on services 16.4 16.5 0.1
Contribution to / (-) from reserves (-)0.5 ()11 (-)0.6
15.9 154 (-)0.5
Met From :
Council Tax 6.6 6.6 -
Non domestic rates 7.4 7.4 -
Government Revenue Support 1.3 1.3 -
Government LABGI grant 0.6 0.1 0.5
15.9 15.4 0.5
IntheyeartheCounci |l 6s net expendi t morethao origirally budgetede s wa s

for, which together with a reduction of £0.5m Government LABGI grant, resulted in an
additional use of reserves of £0.6m to fund the net shortfall.

5. Pension Costs

The overall aim is to give a clearer picture of both the current cost of the pension scheme
and the potential long term implications, and there are extensive notes included with the
relevant financial statements. However the overall amount to be met from Government grants
and local taxation remains unchanged.

The Council s share of the assets and liabilities
£69.8m shortfall at 31%' March 2008. While the figure is substantial it should be remembered
that:

1 Itis not an immediate deficit that has to be met now. The sum is the current
assessment taking a long term view of the future liabilities both for existing
pensioners and current employees who are accruing pension entitlement.

1 Itis not a problem unigue to the Council or indeed local authorities generally. There is
a national problem for pension funds both private and public sector

1 The Essex Pension Fund is regularly reviewed and additional contributions have
already been initiated to address the problem over a period of future years.
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6. Capital

The Council incurred capital expenditure totalling £19.3m in 2007/08 against an approved
programme of £28.1m, with schemes to the value of £1.6m to be carried forward for
completion in 2008/09.

Major housing schemes included general improvements to the housing stock £12.5m, and
disabled facilities grants and disabled adaptations to council dwellings £0.4m.

Other schemes included GAF Il programme £3.5m (see note 7 below), IT development
£0.5m, skateboard facilities £0.3m and work to Council buildings £0.6m.

7. GAF Il Project

The Council administered £6.3m of grant income from the Government to fund regeneration
projects in five areas of the town, including enabling the set up of a business incubation centre
in Templefields, of which £ 3.5m capital grant and £0.1m revenue grant, was received and
spent in 2007/08 (£2.7m in 2006/07). Further funding of £1.39m from EEDA will continue the
regeneration work in 2008/09.

8. HRA Garages

During the year it was identified that the fixed asset valuation for HRA garages was based on
an incorrect assessment of the number of garages owned by the Council. An adjustment of
£4.191m has been made to the balance sheet valuation to correct for this.

9. Joint Venture Company - Kier Harlow Limited

On 1% February 2007 the Council, in partnership with Kier Support Services Limited, formed a
Joint Venture Company, Kier Harlow Limited, to undertake the
street scene services.

The contract with Kier Harlow Limited is for a seven-year period, with an option to extend the
contract to ten years. The value of the seven-year contract totals £119m. The main activities
covered under the contract include:

Housing property services maintenance & capital works
Other council property maintenance and cleaning
Grounds maintenance

Street cleaning

E R EE ]

The Council has a 19.9% shareholding in the company and has the right to appoint one
director to the Board of Directors. The Council is entitled to receive company dividends
proportional to its shareholding, and a share of future profit on work carried out by the
company for 3" parties.

Council staff previously employed to undertake the service activities within the scope of the
new contract were transferred to Kier Harlow Ltd under TUPE regulations. In setting up the
company Council owned vehicles used on services within the scope of the contract were
transferred to Kier Harlow Limited at nil charge. At the end of the contract the Council will be
provided with a replacement fleet of equivalent value and condition at nil cost.

The Company operates from Council owned depots at Mead Park, Staple Tye, Gilden Way
and 3, Wych Elm (part), which have been assigned to the company on full repairing leases for
the duration of the contract.

The 2007/08 accounts reflect the first full year of operation under the joint venture contract.
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10. Accounting Policies

The accounting policies adopted by the Council comply with recommended accounting
practices. The accounting policies are explained fully in the notes to the accounts as set out
from page (7) onwards.

11. Further Information

Further information about the accounts is available from the Financial Services Department,
Civic Centre, The Watergardens, College Square, The High, Harlow CM20 1WG.

This is part of the Councilés policy of providing f
addition interested members of the public have a statutory right to inspect the accounts before

the audit is completed, and the availability of the accounts for inspection is advertised in the

local press.

Sunil Modaley
Chief Financial Officer
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STATEMENT OF ACCOUNTING POLICIES

1. General

The accounts have been prepared in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2007: A Statement of Recommended Practice issued by
the Chartered Institute of Public Finance and Accountancy (CIPFA), and also with guidance
notes issued by CIPFA on the accounting standards (Statement of Standard Accounting

Practice and Financial Reporting Standards). They comply therefore with
practiceo requi r etk Ldtgl Gaverronent Acin2003, prepared iratcordance

with the terms of the Local Government and Housing Act 1989.

The accounts have been prepared on an historical cost basis, modified by the revaluation of

land and buildings.

2. Estimation Techniques

These are the methods adopted by the Council to arrive at monetary amounts, corresponding

to the measurement bases selected for assets, liabilities, gains, losses and charges to the

Reserves. Where the basis of measurement for the amount to be recognised under

accounting policies is uncertain, an estimation

estimation techniques are applied to the calculation of depreciation, bad debt provision,
pension assets/liabilities and the amount due from Government Departments at the year end
in respect of rent allowances, rent rebates and council tax subsidy. The methods used for
these items are further explained in the following accounting policies for fixed assets,
provisions and debtors and creditors.

3. Pensions

Benefitso
Regulations 2003 (SI 2003/515) provide the legislative framework for this.

The Code req
(F

The Council participates in one scheme, the Local Government Pension Scheme, which is a
defined benefits scheme. The information in the Statement of Accounts has been prepared in
accordance with the Regulations and the Code and the accounting policies fully set out
therein. The policies applied are summarised as follows:

1 Attributable assets of the scheme have been measured at fair value at the balance
sheet date.

1 The attributable liabilities have been measured on an actuarial basis using the
projected unit method. These have been discounted at the appropriate interest rate
for 2007/08 determined to be 2.5% real (above the rate of inflation) (2.3% 2006/07).

1 Net liabilities that reflect the legal or constructive obligation of the authority have been
disclosed. These are the shortfall of the value of assets in the scheme below the
present value of the scheme liabilities.

1 Current service cost has been based on the most recent actuarial valuation (2007)
with the financial assumptions updated to reflect conditions at April 2007. The current
service cost has been included in all relevant service areas including the Housing
Revenue Account.

1 Interest cost has been based on the discount rate and the present value of scheme
liabilities at April 2007.

1 The Expected Return on Assets is based on long-term expectations at the beginning
of the period as advised by the actuary.
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1 When actual events have not been the same as actuarial assumptions made for the
last valuation, or assumptions have been changed, actuarial gains and losses have
been calculated to reflect conditions at March 2008.

1 Past service costs have been disclosed on a straight-line basis over the period in
which the increases in benefit become unconditional.

1 Losses or gains arising on settlements or curtailments have been measured and
disclosed in the period when they are determined.

4. Tangible Fixed Assets

Tangible fixed assets are assets that have physical substance and are held for use in the
provision of services, such as land, buildings and equipment. Expenditure on the acquisition,
creation or enhancement of tangible assets is capitalised on an accruals basis, provided that it
yields benefits to the Council and the services that it provides for more than one financial year.
Assets acquired under finance leases are capitalised and included in the balance sheet on the
basis of the outstanding obligations to make future rental payments.

Assets are carried in the Balance Sheet using the following measurement bases:

1 Operational assets have been included in the balance sheet at the lower of net current
replacement costs or net realisable value in existing use.

1 Non-operational assets have been included in the balance sheet at the lower of net
current replacement cost or net realisable value.

1 Infrastructure assets and community assets are included in the balance sheet at
historical cost, net of depreciation where appropriate.

1 The housing stock is valued on the basis of existing use value i social housing.

Assets included in the Balance Sheet at current value are re-valued on a four-year rolling
programme. Increases in valuations are matched by credits to the Revaluation Reserve to
recognise unrealised gains. Exceptionally, gains might be credited to the Income and
Expenditure Account where they arise from the reversal of an impairment previously charged
to a service revenue account. Additional information on the basis of revaluation is included at
note 17 to the Core Accounting Statements on page 26.

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

Impairment

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

1 Where attributable to the clear consumption of economic benefits i the loss is
charged to the relevant service revenue account.

1 Otherwise i written off against any revaluation gains attributable to the relevant asset
in the Revaluation Reserve, with any excess charged to the relevant service revenue
account.

Where an impairment loss is charged to the Income and Expenditure Account but there were
accumulated revaluation gains in the Revaluation Reserve for that asset, an amount up to the
value of the loss is transferred from the Revaluation Reserve to the Capital Adjustment
Account.
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Disposals

Where an asset is disposed of, the value of the asset in the Balance Sheet is written off to the
Income and Expenditure Account as part of the gain or loss on disposal. Receipts from
disposals are credited to the Income and Expenditure Account as part of the gain or loss on
disposal. Any revaluation gains in the Revaluation Reserve are transferred to the Capital
Adjustment Account.

Asset disposal receipts are categorised as capital receipts. A proportion of receipts relating to
housing disposals (75% for dwellings, 50% for land and other assets, net of statutory
deductions and allowances) is payable to the Government. The balance of receipts is required
to be credited to the Usable Capital Receipts Reserve, and can then only be used for new
capital investment.

Depreciation

Depreciation of the Councildés housing stock is calc
Other assets other than land are depreciated over their useful economic lives.

Where depreciation is provided for, assets are depreciated using the straight line method over
the following periods:

Buildings 10 - 50 years
Infrastructure 40 years
Vehicles and plant 5- 10 years
Equipment 5-10 years

Vehicles & plant, equipment and infrastructure assets are depreciated over their useful
economic lives, but no depreciation is charged in the year of acquisition. The Council does not
depreciate non-operational assets.

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

5. Intangible Fixed Assets

Expenditure on assets that do not have physical substance but are identifiable and controlled

by the Council e.g. software licences is capitalised when it will bring benefits to the Council for

more than one financial year. Intangible fixed assets are included in the Balance Sheet at

historical cost and the balance is amortised to the relevant service revenue account over the

useful economic life of the assets. The Counci |l 6s policy is to amortise
systems and licences over a 5-year period.

6. Deferred Charges
Deferred charges are payments of a capital nature where no fixed asset is created but which
may properly be financed from capital resources e.g. expenditure on disabled facilities grants,

grants to housing associations and staff early retirement and severance lump sum payments.

Where the Council does not control the economic benefits arising from the expenditure, the
2007 Code requires expenditure to be amortised in the year in which it is incurred.
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7. Government Grants

Government grants are accounted for on an accruals basis and income has been credited, in
the case of revenue grants, to the appropriate revenue account or, in the case of capital
grants, to a government grants deferred account. Amounts are released from the government
grants deferred account to offset any provision for depreciation charged to the revenue
account in respect of assets to which the grants relate.

Where capital grants are received towards the cost of non-depreciated fixed assets the grant
is written out to the appropriate service revenue account in the year of receipt.

8. Charges to Revenue for Fixed Assets

Service revenue accounts are debited with the following amounts to record the real cost of
holding fixed assets during the year:

1 Depreciation attributable to the assets used by the relevant service.

1 Impairment losses attributable to the clear consumption of economic benefits on
tangible fixed assets used by the service and other losses where there are no
accumulated gains in the Revaluation Reserve against which they can be written off.

1 Amortisation of intangible fixed assets attributable to the service

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

9. Leases

The Council accounts for leases as finance leases when substantially all the risks and rewards
relating to the leased property transfer to the Council. Rentals payable are apportioned
between:

1 A charge for the acquisition of the interest in the property (recognised as a liability in
the Balance Sheet at the start of the lease), matched with a tangible fixed asset i the
liability is written down as the rent becomes payable, and

1 Afinance charge (debited to Net Operating Expenditure in the Income and
Expenditure Account) as the rent becomes payable

The Council currently has no finance leases.
Leases that do not meet the definition of finance leases are accounted for as operating
leases. Rentals payable are charged to the relevant service revenue account on a straight-line

basis over the term of the lease.

See note 19 to the Core Accounting Statements for details of current obligations.

10. Financial Liabilities

Financial liabilities are initially measured at fair value and carried at their amortised cost.
Annual charges to the Income and Expenditure Account for interest payable are based on the
carrying amount of the liability, multiplied by the effective rate of interest for the instrument. For
most of the borrowings that the Council has, this means that the amount presented in the

10



Balance Sheet is the outstanding principal repayable and interest charged to the Income and
Expenditure Account is the amount payable for the year in the loan agreement.

11. Financial Assets
Financial assets are classified into two types:

1 Loans and receivables i assets that have fixed or determinable payments but are not
quoted in an active market

1 Available for sale assets i assets that have a quoted market price and/or do not have
fixed or determinable payments

Loans and receivables are initially measured at fair value and carried at their amortised cost.
Annual credits to the Income and Expenditure Account for interest receivable are based on the
carrying amount of the asset multiplied by the effective rate of interest for the instrument. For
most of the loans that the Council has made, this means that the amount presented in the
Balance Sheet is the outstanding principal receivable and interest credited to the Income and
Expenditure Account is the amount receivable for the year in the loan agreement.

12. Debtors And Creditors

In accordance with Code of Accounting Practice the transactions of the authority are
recorded on an income and expenditure basis. Thus, all sums due to or from the
Council in the year of account are included, irrespective of whether the cash has actually
been received or paid. Exceptions are :-

- Wages and rents for part weeks at the year-end.

- Gas, electricity and telephone payments for part periods spanning the year end
although a full year charge is included in the accounts.

- Lease rents and service agreements for periods crossing the financial year end,
although a full years income is credited to the accounts.
13. Provision For Bad And Doubtful Debts
Provision has been made in the accounts for potential bad and doubtful debts relating to
council tax, community charge, business rates, housing rents and sundry debts. Known
uncollectable debts have been written off.

14. Stocks And Work In Progress

Minor stocks held by the Council are valued at cost in accordance with SSAP9.

15. Costs Of Support Services

In accordance with accounting practice the cost of management, administration and other
support services are allocated to services, as far as possible, on the following basis:-

Cost Basis of Allocation
Information Technology service Estimated staff time for systems support and
ITassets base for equipment related costs
Other Central Departments Estimated staff time
Administrative Buildings Area occupied
Common Services Usage

(Printing, photocopying etc.)




16. Provisions And Reserves

In accordance with FRS 12, provisions are made for specific future liabilities resulting from
past events, for which the amount or timing of the payments cannot yet be determined, but it is
probable that a transfer of economic benefits will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation.

Reserves are held to assist in the funding of future general revenue expenditure. The Council
can, however earmark reserves for specific purposes e.g. the Insurance Fund.

DetailsoftheCounci | 6s provisions and 383%te@3).ves ar

17. Group Accounts

Under the 2007 Code councils are required to consider all their interests and to prepare a full
set of group financial statements where they have material interests in subsidiaries,
associates or joint ventures.

The Council does not have a dominant or significant influence in the financial or operating
policies of the JVCo, Kier Harlow Ltd, nor material interests in other subsidiaries, associates or
joint ventures and is therefore not required to produce Group Accounts.

18. Value Added Tax

All transactions are shown net of Value Added Tax (VAT). As in the case of all local
authorities, the Council is able to recover a major part of VAT incurred from H.M. Revenue
and Customs. Any balance due to the Council is included in the debtors figure shown in the
Balance Sheet.
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THE STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS

The Authorityds responsibilities
The authority is required:

1 to make arrangements for the proper administration of its financial affairs and to
secure that one of its officers has the responsibility for the administration of those

affairs. In this authority, that officer is the Strategic Director, who has been appointed

by the Council as Chief Financial Officer.

1 to manage its affairs to secure economic, efficient and effective use of resources and

safeguard its assets.
1 to approve the statement of accounts.

The responsibilities of the Chief Financial Officer

The Chief Financial Officer is responsible

accounts which, in terms of the CIPFA / LASAAC Code of Practice on Local Authority
Accounting in Great Britain (0t hnefairly thafimanaaf
position of the authority at the accounting date and its income and expenditure for the year
(ended 31 March 2008).
In preparing this statement of accounts, the Chief Financial Officer has:

selected suitable accounting policies and then applied them consistently;

made judgments and estimates that were reasonable and prudent;

complied with the Code of Practice
The Chief Financial Officer has also:

kept proper accounting records which were up to date;

taken reasonable steps for the prevention and detection of fraud and other irregularities.
The certificate of the Chief Financial Officer
| certify that the Statement of Accounts on pages 7 to 68 has been prepared in accordance

with proper practices and presents fairly the financial position of the Authority at 31* March
2008 and its income and expenditure for the year then ended.

Sunil Modaley
Date:
The Chairés Responsibilities

In accordance with the requirements of S10 of the Accounts and Audit Regulations | confirm
that the Statement of Accounts was approved by a resolution of the Policy and Resources
Committee of Harlow District Council on 26™ June 2008.

Date: Signature:
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INCOME AND EXPENDITURE ACCOUNT

This account summarises the resources that have been generated and consumed in providing
services and managing the Council during the last year. It includes all day-to-day expenses
and related income on an accruals basis, as well as transactions measuring the value of fixed

assets actually consumed and the real projected value of retirement benefits earned by

employees in the year.

2007-08 2006-07

NOTES EXPENDITURE INCOME NET NET
Continuing Services A6 0!I A6 0 Ab 0 A6 0
Central services to the public 10,806 7,856 2,950 2,825
Cultural, environmental & planning 20,739 7,351 13,388 9,810
services
Highways, roads & transport 2,505 496 2,009 1,764
Local Authority housing (HRA) 69,022 39,517 29,505 16,129
Other housing services 28,090 26,694 1,396 1,009
Social services 1,569 775 794 833
Corporate and democratic core 2,064 75 1,989 2,371
Non distributed costs 1,041 544 497 (-)6,641
Exceptional items (@) 121 (-)121 (-)271
Net Cost of Services 135,836 83,429 52,407 27,829
Net Surplus on trading undertakings 3) (-)101 (-)158
Gain (-) / loss on the disposal of fixed ()11 618
assets
Contribution of housing capital receipts to 3,091 2,221
Government pool
Interest payable 10 -
Interest and investment income (-)728 (-)915
Pensions interest cost and expected return (42) 1,173 1,580
on pensions assets
Net Operating Expenditure 55,841 31,175
Demand on the collection fund (-)6,629 (-)6,417
Collection fund transfer 44 11
General Government grants (-)4,877 (-)4,593
Non-domestic rates redistribution (-)7,435 (-)7,074
Surplus (-) / Deficit for the Year 36,944 13,102




STATEMENT OF MOVEMENT ON THE GENERAL FUND BALANCE

The I ncome and Expenditure Account shows the Counci
the year, measured in terms of the resources consumed and generated over the last twelve

months. However, the Council is required to raise council tax on a different accounting basis,

the main differences being:

1 Capital investment is accounted for as it is financed, rather than when the fixed assets
are consumed.

1 The payment of a share of housing capital receipts to the Government scores as a
loss in the Income and Expenditure Account, but it is met from the usable capital
receipt balance rather than council tax.

1 Retirement benefits are charged as amounts become payable to the Pension Fund
and pensioners, rather than as future benefits are earned.

The Gener al Fund Bal ance compares the Council bés spe
raised for the year, taking into account the use of reserves built up in the past and
contributions to reserves earmarked for future expenditure.

This reconciliation statement summarises the differences between the outturn on the Income
and Expenditure Account and the General Fund Balance.

2007-08 2006-07

A6 0 A6 0
Income and Expenditure Account surplus (-) / deficit 36,944 13,102
Net additional amount required by statute and non-statutory proper practices to be (-)36,425 (-)13,034
debited or credited to the General Fund Balance for the year
Increase (-) / decrease in General Fund Balance for the year 519 68
General Fund Reserve Balance brought forward (-)2,972 (-)3,040
General Fund Reserve Balance carried forward (-)2,453 (-)2,972




NOTE OF RECONCILING ITEMS FOR THE STATEMENT OF MOVEMENT ON

THE GENERAL FUND BALANCE

2007-08 2006-07
A6 0 A6 0
Amounts included in the Income and Expenditure Account but required by
statute to be excluded when determining the movement on the General
Fund Balance for the year
Amortisation of intangible fixed assets (-)934 (-)841
Depreciation, impairment & demolition of fixed assets (-)6,277 (-)2,734
Government grants deferred amortisation 3,981 3,318
Deferred charges treated as revenue expenditure in accordance with the SORP (-)946 (-)608
but which are classified as capital expenditure by statute
Net gain / loss (-) on sale of fixed assets 11 (-)618
Net charges made for retirement benefits in accordance with FRS 17 (-)3,767 1,816
(-)7,932 333
Amounts not included in the Income and Expenditure Account but
required to be included by statute when determining the movement on the
General Fund Balance for the year
Transfer from Usable Capital Receipts to meet payments to the Housing Capital (-)3,091 (-)2,221
Receipts Pool
Transfer from HRA Major Repairs Reserve (-)29,545 (-)14,666
Empl oyer 6s c¢ on tetoithb Bssekx Gonrtdy Cpuacyl Rebdion Fund 5,150 5,073
and retirement benefits payable direct to pensioners
Capital expenditure charged to the General Fund - 30
(-)27,486 (11,784
Transfers to or from the General Fund Balance that are required to be
taken into account when determining the movement on the General Fund
Balance for the year
Housing Revenue Account Balance ()3 (-)933
Net transfer to or from earmarked reserves (-)1,004 (-)650
(-)1,007 (-)1,583
Net additional amount required to be debited or credited (-) to the General Fund (-)36,425 (-)13,034

Balance for the year




STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

2007-08 2006-07
Ad0 Ad0
Surplus (-) / deficit for the year on the Income and Expenditure Account 36,944 13,102
Surplus (-) arising on the revaluation of fixed assets (-)46,269 (-)42,796
Actuarial gains (-) / losses on pension fund assets and liabilities 26,518 (-)10,569
Any other gains and losses 4,249 ()17
Total Recognised (-)Gains / Losses for the Year 21,442 (-)40,280




BALANCE SHEET AS AT 31ST MARCH 2008

2008 2007
NOTES Ab 0 Ab 0 Ab0
Intangible Fixed Assets (12) 1,225 1,864
Tangible Fixed assets (12)
Operational assets
Council dwellings 680,971 672,646
Other land and buildings 38,072 35,629
Vehicles, plant & equipment 2,105 2,486
Infrastructure 8,487 8,708
Community assets 912 796
Non-Operational assets
Investment properties 30,566 28,801
Total Fixed Assets 762,338 750,930
Long term investments - -
Long term debtors (18)
Mortgages 17 32
Other 210 290
227 322
Total Long Term Assets 762,565 751,252
Current Assets
Stocks & work in progress (24) 51 43
Debtors (25) 10,733 15,687
Investments (23) 12,876 10,010
Cash in hand of officers 11 13
Cash in Hand 109 74
23,780 25,827
Current Liabilities
Creditors (26) (-)14,937 (-)14,940
Cash overdrawn - -
(-)14,937 (-)14,940
Total Assets Less Current Liabilities 771,408 762,139
Less:
Long term borrowing 27) 5,810 -
Provisions (29) - 86
Grants deferred (30) 621 769
Liability related to defined benefit pension (42) 69,753 44,618
scheme
16,184 45473
Total Assets Less Liabilities 695,224 716,666
Financed by:
Revaluation Reserve 32) 44,166 -
Capital Adjustment Account (33) 712,163 750,430
Pensions Reserve (41) (-)69,753 (-)44,618
Usable Capital Receipts Reserve (34) 91 699
Deferred credits (28) 17 32
Earmarked Reserves (35) 4,835 5,839
General Reserve (31) 2,453 2,972
Balances
HRA (31) 1,320 1,323
Collection Fund (-)68 ()11
1,252 1,312
(21) 695,224 716,666




THE CASH FLOW STATEMENT

This consolidated statement summarises the inflows and outflows of cash arising from

transactions with third parties for revenue and capital purposes.

2007-08 2006-07
Notes Ad o0 Ad o0 Ad 0 Ad 0
Revenue Activities
Cash Outflows
Cash paid to & on behalf of employees 21,293 31,627
Other operating costs 52,092 39,567
Housing benefit paid out 7,510 6,769
Payments to the capital receipts pool 2,166 2,495
Precepts paid 33,260 31,400
NNDR Payments to National Pool 37,700 41,257
154,021 153,115
Cash Inflows
Rents (after rebates) 21,298 20,235
Council tax & community charge 32,644 31,251
Non domestic rates 44,334 38,911
Revenue Support Grant/NNDR contbn 8,749 8,922
DSS grants for rebates (45) 33,059 29,995
Other government grants (45) 2,200 1,715
Cash received for goods & services 11,211 9,715
Other revenue cash payments/income _- _-
153,495 140,744
Revenue activities cash flow (42) 526 12,371
Return on Investments & Servicing of
Finance
Cash Outflows
Interest paid - -
Interest element of finance lease rentals - -
0 0
Cash Inflows
Interest received _826 1,117
(-)826 (-)1,117
Capital Activities
Cash Outflow
Purchase of fixed assets 18,586 15,973
Deferred charges & long term debtors 796 608
Purchase of long term investments - _ -
19,382 16,581
Cash Inflows
Sale of fixed assets 4,779 5,846
Capital grants received: government (45) 4,144 3,056
other 496 867
Other capital cash received - -
Major Repairs Allowance 6,762 6,536
16,181 16,305
3,201 276
Net cash outflow before financing 2,901 11,530
Management of Liquid Resources
Net Increase / Decrease in Short Term (44) 2,866 | (-)12,584
Deposits
Financing
Cash Outflows
Repayment of amounts borrowed - -
Cash Inflows
New loans raised 5,800 (-)5,800 -
(-)Increase/ decrease in cash (43) (-)33 (-)1,054




NOTES TO THE CORE ACCOUNTING STATEMENTS

1. Exceptional Items

In 2007/08 the Council received a repayment to creditors of £121k from the Liquidators of the
Bank of Credit and Commerce International (BCCI) in respect of investments that the Council
had previously written off upon the financial collapse of the bank.

2. Prior Year Adjustments

The 2007/08 Statement of Accounts reflects the replacement of the Fixed Asset Restatement
Account and Capital Financing Account by a Revaluation Reserve and Capital Adjustment
Account. To comply with the new requirements of the SORP, the opening balance on the
Revaluation Reserve will be zero, by way of a contra adjustment to the opening balance on the
Capital Adjustment Account.

These changes have had the following impact on the comparative figures for 2006/07
compared with those published in the 2006/07 Statement of Accounts

Balance Sheet in Adjustment to 2006/07 Comparatives in
2006/07 Statement of Opening Balance Balance Sheet
Accounts 1.4.07
Ad 0l Ab 0t Aoo0
Revaluation Reserve 637,254 (-)637,254 0

(previously Fixed Asset

Restatement Account)

Capital Adjustment 113,176 637,254 750,430
Account (previously

Capital Financing

Account)

3. Trading Services

(i) Market.

External companiesacting as t he Counci |tdedMarkegundertakingsiece e
November 2000. During the year from 1% November 2007 the Market reverted back to direct
in-house Council operation. During the year income of £68,145 and expenditure of £53,929

resulted in a surplus of £14,216. This compares with a surplus of £44,227 in 2006/07 (income
£61,157 and expenditure £16,930).

(i) Car Parks.
The Council operates 3 fee charging pay and display car parks. Turnover in 2007/08 was

£294,422 resulting in a surplus of £85,989, which was contributed to the General Fund
(£256,735 and £114,347 respectively in 2006/07).

4. Local Government Act 1972. Section 137 Expenditure

Following amendments under the Local Government Act 2000, the Council is only obliged
to publish grants made to charities in the UK, not-for-profit bodies and mayoral appeals.

The Council made £7,605 contributions in this financial year (£11,669 in 2006/07).

r
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5. Publicity Account

Expenditure under Section 5 of the Local Government Act 1986 was as follows:

2007/08 2006/07
£ £

Employees - Public Relations 181,849 151,120
Corporate Publicity 162,004 183,289
Communications Strategy 35,799 58,074
Image Building 28,940 32,849
Re-Branding 64,739 -
News Letters 50,101 43,584
Development Work 3,845 7,442
Recruitment Advertising 133,715 141,519
Harlow 2020 partnership 8,204 17,246

669,196 635,123

6. Building Control Account

The Building (Local Authority charges) Regulations 1998 requires the disclosure of information
regarding the setting of charges for the administration of the building control function. The
Council sets charges with the aim of ensuring that over a rolling 3-year accounting period the
income received recovers the cost of providing the service. Certain activities cannot be
charged for, such as providing general advice. The statement below shows the total cost of
operating the building control unit divided between the chargeable and non-chargeable
activities.

Chargeable Non-chargeable Total
£ £ £

Expenditure
Employees expenses 96,129 84,631 180,760
Transport 894 383 1,277
Supplies and services 6,171 2,645 8,816
Central and other support service charges 115,596 29,443 145,039
Total Expenditure 218,790 117,102 335,892
Income
Building control income (-)156,185 - (-)156,185
Miscellaneous income (-)1,045 (-)25,860  (-)26,905
Total Income (-)157,230 (-)25,860 (-)183,090
(-)surplus/deficit for the year 2007/08 61,560 91,242 152,802
Comparatives for 2006/07
Expenditure 243,102 138,275 381,377
Income (-)146,989 (20,190 (-)167,179
(-)surplus/deficit for the year 2006/07 96,113 118,085 214,198




7. Local Area Agreement (LAA)

The Council is a participant in a LAA i a partnership with other public bodies involving the
pooling of government grants to finance work towards jointly agreed objectives for local public
services. In 2007/08, the LAA completed the second year of its three year agreement.

The purpose of the LAA is:

T To form an agreement bet ween the Essex Partnersh
Health Organisations, Fire and Police Services, the Essex Learning and Skills Council,
Essexb6s twelve Local Strategic Partnerships and
other local partners including the Community and Voluntary Sector and the Government
(represented by Government Office for the East of England), to achieve fourteen
outcomes that are regarded as being key to making Essex a better place to live and
work.

1 To agree specific outcomes and targets that will be achieved each year for the three
years of the agreement.

1 To improve the effectiveness and efficiency of public services in Essex by pooling and
aligning funding streams.

The LAA partners are:

1 Local Government Bodies
Essex County Council, Basildon District Council, Braintree District Council, Brentwood
Borough Council, Castle Point Borough Council, Chelmsford Borough Council,
Colchester Borough Council, Epping Forest District Council, Harlow District Council,
Maldon District Council, Rochford District Council, Tendring District Council, Uttlesford
District Council.

1 Local Strategic Partnerships (LSP)
Basildon District LSP, Braintree PACT (Partners and Communities Together),
Brentwood LSP, Castle Point LSP, Chelmsford Strategic Partnership Board, Colchester
2020 LSP, Epping Forest LSP, Harlow 2020 Partnership, Maldon 2010 Partnership,
Rochford LSP, Tendring LSP, Uttlesford Futures.

1 Community Protection Authorities
Essex County Fire and Rescue, Essex Police, National Probation Service.

1 Health Bodies
South East Essex PCT, South West Essex PCT, West Essex PCT, Mid Essex PCT,
North East Essex PCT, Basildon & Thurrock University Hospitals NHS Foundation Trust,
SE Partnership NHS Trust, East of England Strategic Health Authority.

I Learning Bodies
Essex Learning and Skills Council, Essex Southend and Thurrock Connexions,
University of Essex.

1 Voluntary Organisations
Essex County for Voluntary Youth Services.

i Other Organisations
Sport England, Haven Gateway Partnership, Thames Gateway South Essex
Partnership, ESTIC, Families in Focus, Interlock, Rural Community Council for Essex,
Essex Partnership Steering Group.

Essex County Council acts as the Accountable body for the LAA. This means that they are
responsible for the distribution of the grant paid by the Government Office to the partners
involved.

The total amount of LAA grant received by the Accountable Body in 2007/08 is £14,845,141.
The Council received £235,595 of this total.




8. Members Allowances

In 2007/08 payments to Members for attendance and special responsibility allowances totalled
£169,356 (2006/07 £167,195)

9. Officers Emoluments

The number of employees whose remuneration in the year excluding pension contributions
was £50,000 or more, in bands of £10,000, was:

Remuneration Band Number of Employees
£ Total Left During Year

50,000 - 59,999 9 1
60,000 - 69,999 2
70,000 - 79,999 4
80,000 - 89,999 1
90,0007 99,999 -

100,000 7 109,999 -

110,0007 119,999 1

Remuneration includes all sums paid to or receivable by an employee including expense
allowances and the money value of benefits plus, where applicable, non-taxable early
retirement and redundancy lump sum payments and pay in lieu of notice.

The number of employees who left during the year through early retirement or redundancy and
whose total remuneration exceeded £50,000, is shown separately above.

10. Related Party Transactions

The code of practice requires disclosure of material transactions between the Council and
related parties.
This includes:

Central Government

Other local authorities

Controlled companies and trusts

Joint Venture Company i Kier Harlow Ltd

Council Members

Council Chief Officers

Financial transactions between the Council and Central Government, other local authorities
and other companies and trusts are set out elsewhere within the statement of accounts.

Payments made by the Council in the year to Kier Harlow Ltd under the terms of the joint

venture agreement totalled £18.4m. Further information on the

Harlow Ltd. Is set out at Note 22.

During the year Members have disclosed they were involved in:
Harlow Playhouse Charitable Trust

Delivery of Text-Bac project

Delivery of Heavy Squad Intervention project

Harlow Gateway

Harlow District Sports Trust

Harlow Recreation Trust

Harlow Renaissance Ltd

Harlow 2020

Veolia Board

Counci



11. Audit Commission Fees

In 2007/08 the following fees are payable relating to external audit and inspection:

auditor

Total

Fees payable to the Audit Commission with regard to
external audit services carried out by the appointed

Fees payable to the Audit Commission in respect of
statutory inspection
Fees payable to the Audit Commission for the
certification of grant claims and returns
Fees payable in respect of other services provided by
the appointed auditor

2007/08
£6 00
145

13

50

2006/07
( £6 00

140

18

38

12. Movement Of Fixed Assets 2007/08

Intangible Council Land & Vehicles, Infrastructure  Community Non- Total Fixed
Assets Dwellings Buildings Plant & Assets operation Assets
Equip al Assets
Ab 01 Aso( Ad0( AbdO0! Ab 0t Ab 0t Ab 0t As 0

Certified valuation at 1st 694,965 36,588 28,801
April 2007
Accumulated (-)22,319 (-)959
depreciation &
impairment
Net Book Value at 31% 1,864 672,646 35,629 2,486 8,708 796 28,801 750,930
March 2007
Movement in 2007/08
Adjustment to valuation (-)4,191 (-)4,191
of HRA garages
Additions 370 12,613 728 671 72 116 3,818 18,388
Impairment (-)12,613 (-)922 (-)2,529 (-)16,064
Disposals - (-)4,319 (-)439 (-)4,758
Demolitions - (-)155 - (-)133 (-)288
Restatement -
Revaluations - 41,142 4,518 609 46,269
Reclassification ()75 ()75
Depreciation (-)934 (-)24,152 (-)1,442 (-)1,052 (-)293 (-)27,873
Net Book Value at 31st 1,225 680,971 38,072 2,105 8,487 912 30,566 762,338

March 2008

1 Intangible fixed assets relate to expenditure on IT systems and software licences. IT software
and licences are amortised over an expected life of 5 years, amortisation commencing in the
year following the year the expenditure is incurred.

1  An adjustment has been made to the asset valuation for HRA garages of £4.191m to correctly

reflect the number of garages owned by the Council at 31 March 2008.




13.

14.

Deferred Charges
Balance Reclassified Expenditure Written Balance
1.4.07 offto & E 31.3.08
Account
Ab0 A6 0 A6 0 A6 0 A6 0
Disabled Facilities 0 417 (417 0
Grant
RSL Grants 0 2 ()2 0
Redundancy costs 0 253 (-)253 0
Other 0 75 199 (-)274 0
0 75 871 (-)946 0
Financing Of Capital Expenditure
2007/08 2006/07
Ad0 Ab0
Opening Capital Financing Requirement (-)190 (-)3,571
Capital Investment
Operational assets 14,201 14,920
Non-operational assets 3,818 2,882
Intangible assets 370 424
Deferred charges 871 608
Decrease/(increase) in capital creditors 0 0
Expenditure for Capital Control purposes 19,260 18,834
Sources of finance
Use of capital receipts (2,311 (-)4,652
Major Repairs Reserve (-)6,762 (-)6,536
Revenue contributions - ()30
Capital grants (-)4,498 (-)4,216
(-)13,571 (-)15,434
Timing difference between capital grant received and (-)44 ()19
applied to finance capital expenditure
Closing Capital Financing Requirement 5,455 (-)190
Explanation of Movements in Year
Increase in underlying need to borrow (supported by - -
Government financial assistance)
Increase in underlying need to borrow (unsupported 5,689 3,400
by Government financial assistance)
Timing difference between capital grant received and (-)44 ()19
applied to finance capital expenditure
Increase / (-) decrease in Capital Financing 5,645 3,381
Requirement




15. Capital Commitments

The following incomplete or un-commenced scheme sums are committed at 31st March 2008,

although expenditure will not appear in the accounts until 2008/09.

Other

Housing dwellings enhancement programme

AbdO0
1,594
170

16. Analysis Of Fixed Assets:

31°" March

Council Dwellings

Civic Centre

Neighbourhood Area Offices
Depots

Nursery

Latton Bush Centre

Playhouse Theatre

Swimming pool

Museums

Day Centres

Family Centres

Recreation Centres
Abercrombie Centre

Family Resource Centres
Pavilions

Bus Station

Car Parks (1 of which is multi-storey)
Commercial Property rented out
Common Rooms

Vacant Land

2008

(No.s)
9,952

RPODMRPWNRRPRREPRPRLRRLROODR

11

Units 350
19

Ha 7

2007

(No.s)
10,000

RPORRWNRREPRREPRRROODR

11

Units 350
19

Ha 7

=
[uy

Spurriers Café

Pets Corner

Study & Visitors Centre
Nature Reserve

Cemetery & Crematorium
Wych Elm Complex

The Parsloe Family Centre
Harlow Council Sports & Social Club
Road Safety Centre
Market

Public Conveniences

NRRRRRRRRER
NRRRRRRRRR

17. Fixed Asset Valuation

The Council és housing stock together with
comprise the Council 6s p rvalpeeat1*\prip2007 byfRd dwrence
MRICS FAAYV, the District Valuation Officer, in accordance with the RICS Appraisal &
Valuation Manual as published by the Royal Institute of Chartered Surveyors.

Properties regarded by the Council as operational were valued on the basis of Existing Use
Value (EUV) except in the case of housing stock where Existing Use Value for Social Housing
(EUV-SH) values has been applied. Specialist properties, which are rarely sold on the open
market, were valued on the basis of Depreciated Replacement Cost. Properties regarded by
the Council as Non-operational have been valued on the basis of Open Market Value. With
effect from 1° April 2002, property asset values have been adjusted where appropriate for
depreciation reflecting the estimated residual life of the assets.

ot her
have



Where depreciation is provided for, assets are depreciated using the straight line method over

the following periods:

Buildings 10 - 50 years
Infrastructure 40 years
Vehicles, equipment and plant 5-10 years
Equipment 5-10 years
18. Long Term Debtors
Balance Expenditure Income Write  Transfer Balance
1.4.07 Off to 31.3.08
Current
Debtors
Ad0 Ad 0 A60 Ab0 Ad60 Ad0
Housing 32 - (-)15 17
Mortgages
Leaseholders 178 29 (-)68 139
Loans
Leaseholders 29 (-)29 -
Service
Charges
Griffin Centre 6 - )3 3
Youth Hostel 73 - )9 64
Miscellaneous 4 - - 4
322 29 (-)95 ()29 227

Housing mortgages relate to advances to tenants purchasing their properties under Right to

Buy legislation.

Leaseholders loans relate to loans to leasehold tenants in respect of service charges for
repairs advanced under the Housing (Service Charge Loans) Regulations 1992.

Annual service charges to leaseholders are calculated based on the estimated cost of
services to be provided, with the difference between the estimated and actual cost adjusted
for at the commencement of the second year after. In 2007/08 there was an over-recovery of
cost of £71,000, which will be refunded to leaseholders in 2009/10, the balance included under
long term creditors. The balance at 31* March 2007 of £29,000 recoverable in 2008/09 has

been transferred to current debtors.

The Council made a long-term loan to the Griffin Nursery for refurbishment work to the Griffin

Centre at the Latton Bush Centre.

During 1995/96 the Council financed the private acquisition of the Youth Hostel by way of a

long-term loan of £160,000, repayable to the Council over a 20-year repayment period.




19. Operating Leases

Vehicles & Plant

At 31° March 2008 the Council held on operating leases vehicles and plant assets at an
original capital value of £240,375 (£240,375 at 31> March 2007). Under the lease agreements,
rentals paid in 2007/08 totalled £37,845 (£37,845 in 2006/07).

At 31st March 2008 the Council is committed to making payments of £25,360 under operating
leases in 2008/09, comprising the following elements:

Vehicles, Plant and Equipment

bl
o
o

Leases expiring in 2008/09 25.4

20. Assets Held Under Finance Leases

Within the Fixed Assets balance at 31st March 2008 there are no assets obtained under
finance leases.

21. Analysis Of Net Assets Employed

31.3.08 31.3.07

AbdO0 Abd 0

General Fund 11,007 27,369
HRA 684,217 689,297
695,224 716,666

22. Interest In Other Companies

The Code of Practice on Local Authority Accounting requires the provision of specific
information of any companies in which the Council holds shares but does not regulate,
influence or control the financial or operating policies of these companies.

Kier Harlow Ltd.

The principal activities of the Company are housing maintenance and street scene services.
The majority of the Companyés activities are perfor
seven-year contract.

Kier Harlow Ltd is a private company with a share capital of £1,249, divided into 1000 £1
Ordinary Shares held by the parent company Kier Support Services Ltd, and 249 £1 B Shares
held by the Council, a 19.9% interest.

The Company has six Directors in total, one appointed by the Council and five by the parent
company Kier Support Services Ltd.

The Company commenced operations on 1% February 2007. The accounting year for the
company follows that of the parent company, and runs from 1% July to 30" June. To obtain a
copy of the latest available company accounts for the year ended 30" June 2007, apply to:

Kier Harlow Ltd
Tempsford Hall,
Sandy,
Bedfordshire
SG19 2BD




23. Financial Instruments

The borrowings and investments disclosed in the Balance Sheet are made up of the following

categories of financial instruments:

31st March
Long- Term Current
2008 2007 2008 2007
Ad 0 Ad 0 Ad0 Ad0
Financial liabilities at amortised cost 5,810 - - -
Total borrowings 5,810 - - -
Loans and receivables 71 82 12,876 10,010
Total investments 71 82 12,876 10,010
The gains and losses recognised in the Income and Expenditure Account and STRGL in
relation to financial instruments are made up as follows.
2007/08 Financial Liabilities | Financial Assets Total

Liabilities Measured Loans and

at Amortised Cost Receivables
Ad0 Ad0 Ab0
Interest expense ()10 - (-)10
Losses on derecognition - - -
Impairment losses - - -
Interest payable and similar charges (-)10 - ()10
Interest income - 728 728
Gains on recognition - - -
Interest and investment income - 728 728

Net gain/(loss) for year ()10 728

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

The discount rate used in the Net Present Value (NPV) calculations should be equal to the
current rate in relation to the same instrument from a comparable lender. This will be the rate
applicable in the market on the date of valuation, for an instrument with the same duration.

For a loan to the Youth Hostel included under Long Term Debtors, the fair value has been
calculated by applying the underlying gilt rate plus a 3% risk factor.

For all PWLB borrowing, the premature repayment rate has been used as the discount factor.

The purpose of the fair value disclosures is to provide a comparison with the carrying value in
the Balance Sheet and therefore accrued interest is included.




31° March 2008 31°' March 2007
Carrying Amount Fair Value Carrying Amount Fair Value
Ad6 0 Ad0 Ad0 Ad0
Financial liabilities
PWLB borrowing 5,810 6,078 - -
Trade creditors 11,420 11,420 11,496 11,496
Total Financial 17,230 17,498 11,496 11,496
Liabilities

The fair value of PWLB borrowingisgreat er t han the carrying amount beca
includes fixed rate loans where the interest rate is higher than the rates available for similar loans at the Balance
Sheet date. This commitment to pay interest above current market rate increases the amount that the Council
would have to pay if the lender requested or agreed to early repayment of the loans.

Loans and

receivables

Youth Hostel loan (-)64 ()70 ()73 )73
Other long term (-)163 (-)163 (-)249 (-)249
debtors

Investments (12,876 (12,844 (10,010 ()10,010
Trade debtors (-)7,782 (-)7,782 (-)7,275 (-)7,275
Cash in hand (-)109 (-)109 (-)74 )74
Total Financial (-)20,994 (-)20,968 (-)17,681 (-)17,681
Assets

The fair value of investmentsi s | ower than the carrying amount

investments includes fixed rate investments where the interest receivable is lower than the rates
available for similar investments at the Balance Sheet date. The receipt of interest below current market
rates reduces the amount the Council would receive if it agreed to early repayment of the investments.

The Council ds activities expose it to a variety of
1 creditrisk i the possibility that other parties might fail to pay amounts to the authority

T liquidity risk 7 the possibility that the Council might not have funds available to meet its
commitments to make payments

1 marketrisk i the possibility that financial loss might arise for the Council as a result of
changes in interest rates

Credit Risk

Credit risk arises from deposits with banks and financial institutions, as well as credit

exposures to the Council s customers. Deposits are
institutions unless they are rated independently with a minimum score. The Council applies a

series of minimum ratings based on the type of institution and the duration of investment,

which are set out in the treasury management and investment strategy approved annually by

the Council. Lending to approved institutions is limited to £3 million to any one borrower or

borrower group e.g. parent bank and their subsidiaries.

Liquidity Risk

As the Council has ready access to borrowings from the Public Works Loans Board (PWLB)

there is no significant risk that it will be unable to raise finance to meet its commitments under
financial instruments. Instead, the risk is that the Council will be bound to replenish a

significant proportion of its borrowings at a time of unfavourable interest rates. TheCounci | 6 s
strategy is to ensure that loan maturity dates are spread.




The maturity analysis of financial liabilities is as follows:

A6000
PWLB Debt
Less than one year -
Between one and two years -
Between two and five years 2,805
More than five years 3,005
Total 5,810

Market Risk

The Council is exposed to risk in terms of interest rate movements on its borrowing and
investments. Movements in interest rates have a complex impact on the Council. For instance,
a rise in interest rates would have the following effects:

9 borrowing at variable rates 1 the interest expense charged to the Income and
Expenditure Account will rise

1 borrowing at fixed rates i the fair value of the liabilities will fall

 investments at variable rates i the interest income credited to the Income and
Expenditure Account will rise

1 investments at fixed rates 1 the fair value of the assets will fall
Borrowings are not carried at fair value, so nominal gains and losses on fixed rate borrowings
would not impact on the Income and Expenditure account or STGRL. However, changes in
interest payable and receivable on variable rate borrowings and investments will be posted to
the Income and Expenditure Account and affect the General Fund Balance.
The Council és borrowing from PWLB and investments a
Foreign Exchange Risk
The Council has negligible financial assets denominated in foreign currencies and thus has

minimal exposure to loss arising from movements in exchange rates (Cash in hand at 31*
March 2008 £109,000 of which £1,000 held in Euros).

24. Stocks And Work In Progress

31st March
2008 2007
A6 0 A6 0
Stocks
Other 51 43
51 43




25. Debtors

31st March
2008 2008 2008 2007 2007 2007
Gross Provision Net Gross Provision Net
Debtors for Bad Debtors Debtors for Bad Debtors
Debts Debts
Amounts falling due in one A6 0 Ab O A6 0 A6 0 A6 0 A6 0
year:
Government departments 3,551 - 3,551 8,673 - 8,673
Ratepayers 380 (-)439 (-)59 1,065 (-)599 466
Community charge payers 7 )7 - 7 ()7 -
Council tax payers 4,045 (-)1,235 2,810 3,932 (-)1,075 2,857
Housing rents 2,635 (-)1,944 691 2,497 (-)1,992 505
Sundry debtors 4,332 (-)1,407 2,925 4,404 (-)1,592 2,812
Other local authorities 760 - 760 300 - 300
Amounts falling due after one
year:
Car loans to employees 55 - 55 74 - 74
15,765 (-)5,032 10,733 20,952 (-)5,265 15,687
26. Creditors
31st March
2008 2007
A6 0 A6 0
Government departments 1,591 1,586
Other local authorities 1,086 1,151
Ratepayers 1,208 1,161
Council tax payers 718 697
Housing rents 521 408
Sundry creditors 6,860 6,980
Capital creditors 2,953 2,957
14,937 14,940
27.Long Term Borrowing
Balance Loans Balance
1.4.07 Raised 31.3.08
A6 0 A6 0 Abd0
PWLB - 5,810 5,810
Total Long Term Borrowings - 5,810 5,810
Long Term External Borrowing By Maturity
Maturing in more than one year and less than two years -
Maturing in more than two years and less than five years 2,805
Maturing in more than five years and less than ten years -
Maturing in more than ten years 3,005
Total investments 5,810




28. Deferred Credits

Deferred Credits are amounts derived from sales of assets, which will be received in
instalments over agreed periods of time. They arise principally from mortgages on sale of
Council houses, which form the main part of mortgages under long term debtors.

29. Provisions

During the year Harlow ITeC ceased operation. Costs falling to be met by the Council were
offset against a provision of £86,000 set up by the Council for that purpose at 31* March

2007.

30. Grants Deferred Account

Balance b/f
Grants received

Grants amortised to revenue

Balance c/f

2007/08
AdO
769
4,541
(-)4,689

2006/07
Abd0
1,064
4,237

(-)4,532

Capital grants received in 2007/08 included government Growth Area Funding grant
(£3,609,000) disabled facilities grants (£150,000), housing capital grant (£241,000) and
contributions from housing leaseholders towards works to flat blocks (£381,000). See note 7
to the Statement of Accounting Policies set out on page 10 for an explanation of the treatment
of government and other grants.

31. Reserves

Reserve Balance Net Balance Purpose of Reserve Further Detail of
1.4.07 Movement 31.3.08 Movements
in Year
Ab 01 Ab 01 Ab 0| Ab 0t As 0
Revaluation Reserve 0 44,166 44,166 | Store of gains on (32) below
revaluation of fixed assets
Capital Adjustment 750,430 (-)38,267 712,163 | Store of capital resources ( 33) below
Account set aside to meet past
expenditure
Usable Capital Receipts 699 (-)608 91 | Proceeds of fixed asset (34 ) below
sales available to meet
future capital investment
Pensions reserve (-)44,618 (-)25,135 (-)69,753 | Balancing account to allow  Note 41 to the
inclusion of Pensions Core Financial
Liability in the Balance Statements page
Sheet 36
Housing Revenue 1,323 ()3 1,320 | Resources available to HRA Statements
Account meet future running costs page 43
for council houses
Major Repairs Reserve - - - | Resources available to HRA Statements
meet capital investmentin  page 43
council housing
General Fund Reserve 2,972 (-)519 2,453 | Resources available to Statement of
meet future running costs Movement on the
for non-housing services General Fund
Balance pagel5
Other Earmarked 5,839 (-)1,004 4,835 | Resources available to (35) below
Reserves meet future specific costs
Total 716,645 (-)21,370 695,275




32.

Revaluation Reserve

Balance b/f 1.4.07

Surplus/(Deficit) on revaluation and restatement of fixed assets
Write out revaluation of disposed fixed assets to Capital
Adjustment Account

Balance c/f 31.3.08

The current system of capital accounting requires the establishment of the fixed assets
restatement account. The account is written down by the net book value of assets as they are

disposed of and debited or credited with the deficits and surpluses arising on asset

revaluations.

33.

Capital Adjustment Account

Balance b/f 1.4.07
Capital financing

- Capital receipts

- Revenue

- Major Repairs Reserve
Write out fixed assets value of disposed assets
Depreciation & impairment in excess of statutory Minimum
Revenue Provision
HRA adjustment to valuation of garages
HRA depreciation & impairment credited to Major Repairs Reserve
Grants deferred written out - General Fund

- HRA

Deferred charges written down
Long term debtors written down

Balance c/f 31.3.08

Abd0
750,430

2,311

6,762
(-)2,655
(17,211

(-)4,191
(137,015
3,981
708
(-)946
()11

The capital adjustment account contains amounts that are required by statute to be set aside
from capital receipts for the repayment of external loans and the amount of capital expenditure
financed from revenue, capital receipts and the HRA Major Repairs Reserve. It also contains
the difference between amounts provided for depreciation and that which is required to be
charged to revenue to repay the principal element of external loans.

34. Usable Capital Receipts Reserve

From April 2004 the Council is required to pay a proportion of its capital receipts into the
Government Pool (see Accounting Policies Note 4 on page 8). The remaining proportion of
capital receipts that have not yet been used to finance capital expenditure are held in the
Usable Capital Receipts Reserve.

31st March
2008 2007
Ab0 Ab0
Balance b/f 699 1,715
Usable receipts in year from sale of assets 4,794 5,857
Usable receipts used to fund capital expenditure in (-)2,311 (-)4,652
the year
Transfer to I&E account in respect of capital receipts (-)3,091 (-)2,221
payable to Government Pool
Balance c/f 91 699




35. Earmarked Reserves

Earmarked Reserves Balance Cont(to)/ Balance
1.4.07 from 31.3.08
General
Fund
A6 0 A6 0 A6 0
Insurance fund 1,688 (-)665 1,023
Insurance claims 150 - 150
Maintenance in 3,870 (-)330 3,540
perpetuity

Environment fund 131 (-)9 122
5,839 (-)1,004 4,835

Insurance Fund

The Council self-insures through its Insurance Fund for losses in connection with its employee

car | oan scheme, theft, excess motor insurance, ex
dwellings and a number of other minor items. Following an actuarial review of the fund, £400k

was transferred to the General Reserve to support additional General Fund expenditure.

Insurance Claims

Munici pal Mut ual I nsurance Limited (MMI), the Counc
September 1992 that it was to cease trading upon expiry of current policies. MMI remained
l'iable for all claims arising from previous policy

assets prove to be insufficient to meet its liabilities to claimants, any deficiency will be
recoverable from policyholders, which include Harlow Council, under a scheme of
arrangement approved by the High Court in January 1994. As at 31 March 2008 the scheme
had not been invoked. As at December 2007 MMI continue to foresee a solvent run-off with
full payment of agreed claims, and as a consequence the earmarked reserve set up to offset
possible future costs falling to the Council, but as a prudent measure £150,000 has been
retained as at 31 March 2008.

Maintenance In Perpetuity

Maintenance in perpetuity reserves includes sums charged to tenants upon purchase of their
Council houses/flats to meet future costs in respect of unadopted road maintenance and
maintenance of the wired T.V. systems. In addition, monies are held by the Council for
landscape maintenance at Morningtons, Markwell Woods and Church Langley, and
maintenance of the Playhouse lifts. In order to meet the cost of staff redundancies in the year,
£220k was transferred to the General Reserve.

36. Euro

The Council has not incurred or committed expenditure on preparation for the Euro.

37. Contingent Liabilities
Guarantees

In 1987 and 1992 the Council agreed to undertake joint liability with a number of other local

authorities to guarantee loans of £65m and £16.5m to Home Housing Association (previously

called North Housing Association) in support of their private initiative for the provision of

housing in Harlow and surrounding authorities. The guarantee is for a 50-year period ending in

2037. The Council déds proportion of the total l'iabil
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38. Authorisation Of Accounts For Issue

The accounts were authorised for issue by the Chief Financial Officer on 25" September
2008.

39. Events After The Balance Sheet Date

Events after the Balance Sheet date are reflected up to the date when the Statement of
Accounts is authorised by the Councilds Chief Finan
balance sheet date affecting the 2007/08 accounts.

40. Trust Funds

The Council administers one trust fund, which is not included in the Balance Sheet. Details of
the fund are set out below.

Harlow Recreation Trust.

The Trust was set up under charity law with a capital sum of £1,300,000 provided by the
Council.

The Trust was established to provide recreation and other leisure time occupation in the
interests of social welfare and to provide indoor and outdoor recreation facilities and premises
for clubs / associations. From October 1993 to March 2001 inclusive, the Trust was
responsible for the running of three recreation centres, Kingsmoor, Norman Booth and
Sumners, formally operated by the Council. From April 2001 the facilities were again, operated
by the Council.

All Trustees, (four Holding Trustees and eight Management Committee Trustees) are Harlow

District Council members, and Council officers act as Secretary, Treasurer, Administrator and
Investments officer to the Trust. These services are provided by the Council free of charge.

The Trust fund balance is as follows:

2007/08 2006/07

£ £

Balance at 1% April 633,898 616,245
Net movement in year (-)56,856 17,653
Balance at 31 March 577,042 633,898

41. Pension Costs

As part of the terms and conditions of employment the Council offers retirement benefits.
Although these benefits will not actually be payable until employees retire, this commitment
needs to be disclosed at the time that employees earn their future entitlement.

The Council participates in the Local Government Pension Scheme administered by Essex
County Council, a funded scheme meaning that the Council and employees pay contributions
into a fund, calculated at a level intended to balance the pensions liabilities with investment
assets.

The Council recognises the cost of retirement benefits in the Income and Expenditure Account
at the time when the benefits are earned by employees, rather than when the benefits are
eventually paid as pensions. However, the charge the Council is required to make against
council tax is based on the cash payable in the year, so the real cost of retirement benefits is
reversed out through the Statement of Movement on the General Fund Balance.
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The following transactions have been made during the year.

2007/08 2006/07
A6 0 Ad0
Income and Expenditure Account
Net Cost of Services:
Current service cost 1,808 3,487
Past service cost 624 -
Past service gain - commutation of pension - -
Curtailment loss 162 267
Settlement gain - (-)7,150
Net Operating Expenditure:
Interest cost 7,844 8,743
Expected return on pension assets (6,671 (-)7,163
Net Charge to the Income and Expenditure Account 3,767 (-)1,816

Statement of Movement in the General Fund Balance
Reversal of net charges made for retirement (-)3,767 1,816
benefits in accordance with FRS 17

Actual amount charged against the General Fund
Balance for pensions in the year
Empl oyersd contributio 5,150 5,073

In 2007/08 the following pension costs were incurred by the Council:-

T A standard empl oyer 6s ¢ @2%in baseol uppri182% ot o t he f un
empl oyees 6 ¢ on@76m, &tatal cootribstionaf£1.900m. (This
compares to a standard rate of 182% and contributions of £1.785m, £0.989m,
and £2.774m respectively in 2006/07).

1 A fixed charge of £2.890m to cover an overall under funding of the Pension Fund
since the date of the previous actuarial revaluation in 2004 (2006/07 £2.404m).
Participating authorities were required to make up the shortfall in funding over a
20-year period commencing April 2005.

1 Afixed charge of £0.205m in respect of financial strain payments to be made to
the fund to compensate for the reduction in anticipated pension contributions
resulting from employees |l eaving under the Col
(2006/07 £0.187m).

1 The Council was responsible for all pension payments relating to added years
benefits awarded by the Council under its early retirement scheme. In 2007/08
these totalled £0.706m, which represents 6.2% of pensionable pay (£0.688m and
4.0% respectively in 2006/07).

The figures disclosed below have been derived by approximate methods from the full actuarial
valuation of the fund carried out by Mercer Human Resource Consulting Ltd as at 31> March
2007.




There is no provision for unitising the assets of the fund under the LGPS. The assets as a
whole are allocated to participating bodies on a consistent and reasonable basis. The value of
attributable assets and liabilities relating to the Council are as follows:

31.3.08 31.3.07
Ao Ao

Funded benefits under the LGPS regulations (-)153,150 (-)137,266
Unfunded discretionary benefits awarded by means
of additional benefits under the LGPS regulations (-)11,665 (-)9,922
Actuarial value of Fund liabilities (-)164,815 (-)147,188
Market value of Fund assets 95,062 102,570
Surplus (deficit) in the Fund (-)69,753 (-)44,618

The liabilities show the underlying commitments that the authority has in the long run to pay
retirement benefits. The total liability of £69.8m has a significant impact on the net worth of the
authority as recorded in the balance sheet. However statutory arrangements for funding the
deficit mean that the financial position of the authority remains healthy. The deficit on the
scheme will be made good by increased contributions over the working life of employees, as
assessed by the scheme actuary. The Council is making an annual back funding contribution
designed to clear the liability over time. The position is reviewed annually and the contribution
required is reassessed at each triennial valuation.

An analysis of the movement in surplus / (deficit) in the Fund during the period is as follows:

31.3.08 31.3.07
A6 0 A6 0
Surplus (deficit) in the Fund at beginning of period (44,618 (-)62,076
Contributions paid 5,150 5,073
Current service cost (-)1,808 (-)3,487
Past service cost (-)624 -
Past service gain i commutation of pension - -
Settlement gain - 7,150
Curtailment cost (-)162 (-)267
Interest on pension scheme liabilities (-)7,844 (-)8,743
Expected return on assets in the pension scheme 6,671 7,163
Actuarial gain (loss) (-)26,518 10,569
Surplus (deficit) in the Fund at end of period (-)69,753 (-)44,618
The main financial assumptions adopted were:
31.3.08 31.3.07
% pa % pa
Inflation rate 3.60 3.10
Discount rate (pre retirement) 6.10 5.40
Discount rate (post retirement) 6.10 5.40
Expected return on assets 6.96 6.92
Expected rate of salary increases 5.10 4.60
Rate of pension increases in payment 3.60 3.10
Rate of pension increases in deferment 3.60 3.10
Proportion of employees opting to take a commuted 50.00 50.00
lump sum




The fair values of each main class of assets held by the fund as a whole and the expected
rates of return are set out in the following table:

Market Expected Market Expected
Value Rate of Value Rate of
31.3.08 Return 31.3.07 Return
A6 0 % pa Ab0 % pa
Equities 2,223,936 7.50 2,108,799 7.50
Government bonds 297,792 4.60 301,257 4.70
Other bonds 209,088 6.10 191,709 5.40
Property 338,976 6.50 380,375 6.50
Cash / liquidity 98,208 5.25 60,860 5.25
3,168,000 6.96 3,043,000 6.92
The attributable values to the Council are as follows
Market Expected Market Expected
Value Rate of Value Rate of
31.3.08 Return 31.3.07 Return
A6 0 % pa A6 0 % pa
Equities 66,733 7.50 71,082 7.50
Government bonds 8,936 4.60 10,154 4.70
Other bonds 6,274 6.10 6,462 5.40
Property 10,172 6.50 12,821 6.50
Cash / liquidity 2,947 5.25 2,051 5.25
95,062 6.96 102,570 6.92
The actuarial gains/(-)losses identified as movements on the Pensions Reserve can be
analysed into the following categories, measured as absolute amounts and as a percentage of
assets or liabilities at the year-end.
2003/04 2004/05 2005/06 2006/07 2007/08
A6 0 % A6 0 % A6 0 % | AdO % A6 0 %
Differences 12,176 | 13.3 4667 | 4.8 19,301 | 156 | 1,373 1.3 (-)10,968 | 11.5
between the
expected and
actual return
on assets
Differences ()1,478 | 0.9 (-)3,207 1.7 (4,581 2.8
between
actuarial
assumptions
about
liabilities and
actual
experience
Changes in (-)25,783 | 15.9 (114,423 78| 9196 | 6.2 (110,969 6.7
the
demographic
and financial
assumptions
used to
estimate
liabilities
12,176 (-)22,594 1,671 10,569 (-)26,518




The above figures have been provided by the actuaries to the Essex County Council
Pension Scheme using information provided by the scheme and assumptions determined
by the Council in conjunction with the actuary. Actuarial calculations involve estimates
based on assumptions about events and circumstances in the future, which may mean that
the result of actuarial calculations may be affected by uncertainties within a range of
possible values.

The £69.753m net | iability represents the difference bet)
pension fund assets at 31% March 2008 and the estimated present value of the future

pension payments to which it was committed at that date. These pension liabilities will be paid
out over a period of many years, during which time the assets will continue to generate returns
towards funding them. Any significant changes in global equity markets after 1 April 2008
would also have an impact on the capital value of the fund assets. The extent to which the
expected future returns on assets are sufficient to cover the estimated net liabilities will be
considered by the actuaries in their next full actuarial review of the Pension Fund, due to be
carried out as at 31* March 2010. Their advice on whether or not there is any anticipated
shortfall in the funding of the scheme at that time will determine the future level of pension
contributions.




42. Cash Flow Statement

Reconciliation Of Net Surplus/Deficit On The Income And Expenditure Account To The
Revenue Activities Net Cash Flow In The Statement

2008 2007
Ad0 Ad0
(Surplus) / deficit for year 36,944 13,102
Non revenue cash transactions
Gain/loss disposal of fixed assets 11 (-)618
Depreciation & impairment, deferred charges, & (33,721 (-)15,531
amortised capital grants
Pension Fund transactions on an FRS17 basis 1,383 6,889
Deferred credits transfer - 197
Movement on provisions 319 (-)432
Other non-revenue cash transactions (-)57
(-)32,065 (-)9,495
Items on accruals basis
Increase / (Decrease) in stocks & WIP 8 (-)255
Increase / (Decrease) in revenue debtors (-)570 2,042
(Increase) / Decrease in revenue creditors 21 (-)392
(-)541 1,395
Items included in another classification in
statement
Less borrowing and investment interest 718 915
718 915
Transactions not in Income & Expenditure
Account
Collection Fund (-)4,530 6,454
(-)4,530 6,454
Net cash flow from revenue activities 526 12,371
43. Movement In Cash
Balance Balance  Movement
1.4.07 31.3.08 in year
Ad 0 Ad0 Ad0
Cash in Hand 74 109 35
Cash in hand of officers 13 11 (-)2
87 120 33
44. Movement In Liquid Resources
Balance Balance  Movement
1.4.07 31.3.08 in year
A6 0 A6 0 A6 0
Temporary Investments 10,010 12,876 2,866




45,

Analysis Of Government Grants

DSS Grants

Rent allowances
Rent rebates
Council tax benefits

Other government grants
Housing benefit administration
Sheltered employment

Housing acts-grants towards debt charges
Homelessness

Elections

CPA Capacity Building

Wildspace & Forestry Commission
Allotments

Waste recycling

Food standards agency

Crime reduction programme
Planning delivery grant
Concessionary travel scheme
Growth Area Funding Programme I

Total Revenue Grants

Capital Grants

Disabled Facilities Grant

Housing grant

Growth Area Funding Programme |l
Home insulation grant

Crime reduction programme

Waste minimisation

Planning delivery grant

Sport England

Total Capital Grants

2008
A6 0
8,989
16,908
7,162
33,059
1,038
88

36
31

2007
A6 0

6,822
16,239
6.934
29,995

847
99
36
42
31

104

83
368
2,430
102




HOUSING REVENUE ACCOUNT INCOME AND EXPENDITURE ACCOUNT

HRA 2007-08 2006-07

Notes A6 0 A6 0
INCOME
Gross dwelling rents 33,170 31,877
Other rents 2,434 2,307
Charges for services 138 308
Heating charges 328 240
Leaseholders charges 2,590 1,933
Contributions to expenditure 97 198
Capital grant amortised to revenue 708 1,214
Other income 52 58
Total Income 39,517 38,135
EXPENDITURE
Repairs and maintenance 9,087 11,457
Management general 6,390 4,956
Special services 4,986 4,750
Rents, rates, taxes & other charges 20 17
Housing subsidy payable to DCLG 7 10,375 9,354
Negative subsidy transfer to the General Fund 1,038 1,384
Other transfers to General Fund 31 (-)291
Increase in provision for bad & doubtful debts 77 212
Debt management 4 9
Depreciation (5) 24,246 22,416
Impairment (6) 12,768 -
Amortisation of deferred charges - -
Total Expenditure 69,022 54,264
Net Cost of HRA Services per Authority Income 29,505 16,129
and Expenditure Account
HRA services share of Corporate and Democratic 418 372
Core
HRA share of other amounts included in the whole 116 (-)4,928
authority Net Cost of Services but not allocated to
specific services
Net Cost of HRA Services 30,039 11,573
Gain (-) / loss on sale of HRA fixed assets (-)11 (-)134
Interest and investment income (-)1,377 (-)1,333
Surplus (-) / deficit for the year on HRA services 28,651 10,106




STATEMENT OF MOVEMENT ON THE HRA BALANCE

2007-08 2006-07
Ad 0 Ad0
HRA Income and Expenditure Account surplus (-) / deficit 28,651 10,106
Net additional amount required by statute to be debited or credited to the HRA Balance for (-)28,648 (-)9,173
the year
Increase (-) / decrease in the HRA Balance for the year 3 933
HRA surplus brought forward (-)1,323 (-)2,256
HRA surplus carried forward (-)1,320 (-)1,323
Note To The Statement Of Movement On The HRA Balance
2007-08 2006-07
A6 0 Ab0
Items included in the HRA Income and Expenditure Account but excluded
from the movement on the HRA balance for the year
Gain / loss (-) on sale of HRA fixed assets 11 134
Net charges made for retirement benefits in accordance with FRS 17 (-)382 3,891
Deferred charges treated as revenue expenditure in accordance with the SORP - -
but which are classified as capital expenditure by statute
(1371 4,025
Items not included in the HRA Income and Expenditure Account but
included in the movement on the HRA balance for the year
Transfer to / from (-) Major Repairs Reserve (-)29,545 (-)14,666
Empl oyerds contributions payable to 1,268 1,468
and retirement benefits payable direct to pensioners
Capital expenditure funded by the HRA
(-)28,277 (-)13,198
Net additional amount required by statute to be debited or credited (-) to the (-)28,648 (-)9,173

HRA Balance for the year




Notes To The Housing Revenue Account

1. Housing Stock

The Council was responsible for managing 9,956 dwellings during 2007/08.

made up as follows:

The stock was

2007/08 2006/07

Houses 6,172 6,197

Flats 3,768 3,791

Other 12 12

9,952 10,000

The change in stock can be summarised as follows:-

2007/08 2006/07

Stock at 1st April 10,000 10,046

less: sales, demolitions, transfers etc. (-)46 (-)46

prior years adjustment ()2 -

add: new buildings, acquisitions & equity share - -
properties

Stock at 31st March 9,952 10,000

The most recent valuation of HRA assets was at 1% April 2007. The figures included for
31% March 2008 take into account capital expenditure, disposals and depreciation since

that date.

Operational assets
Dwellings

Infrastructure

Total

Balance Sheet Valuation of HRA Assets

other land & buildings and equipment

31" March

2008
AR50

682,769
11
2,352

685,132

1% April
2007
A6 0

672,646
13
2,443

675,102

The balance sheet valuation for HRA dwellings based on Existing Use Value-Social Housing

at the 1* April 2007 was £672.6m. T h e

Vacant

Possession

Val

ue

estimate of the total sum it would receive if all the dwellings were sold on the open market at
that date was £1,484.5m. The difference between the two values £811.9m shows the
economic cost of providing housing at less than the market value.

refl ecti



2. Major Repairs Reserve

2007/08 2006/07
A6 0 A6 0
Balance b/f 0 0
Transfer from Capital Adjustment Account 36,307 21,202
Transfer to HRA T depreciation net of (29,199 (-)14,205
amortised capital grant, in excess of Major
Repairs Allowance
Transfer to HRA T negative subsidy transfer (-)346 (-)461
(-)29,545 (-)14,666
Financing of capital expenditure on HRA (-)6,762 (-)6,536
assets
Balance cff 0 0

In 2007/08 the Secretary of State made a special determination under Section 80(2) of the
Local Government and Housing Act 1989 to authorise a transfer of £0.346m from the Major
Repairs Reserve to the General Fund under the transitional arrangements for former negative
subsidy authorities. (£0.461m in 2006/07). A further £0.692m is transferred to the General
Fund from housing subsidy (see note 6). This equates to £1.038m in total.

3. HRA Capital Financing

2007/08 2006/07
A6 0 A6 0

Capital Expenditure
Land - -
Dwellings 12,585 12,638
Other property & equipment 262 461
Total 12,847 13,099

Financed by
Borrowing 5,379 3,400
Grants 706 1,213
Usable capital receipts 1,950
Revenue contributions - -
Major Repairs Reserve 6,762 6,536
Total 12,847 13,099
4. Capital Receipts Received In Year

2007/08 2006/07
Ad60 Ad0
Land 50 9
Dwellings 949 1,812
Other property 258 396
Total 1,257 2,217




5. Depreciation

2007/08 2006/07
AdO AdO
Operational assets: dwellings 24,153 22,319
equipment 3 7
Infrastructure assets 90 90
Total 24,246 22,416
6. Impairment
2007/08 2006/07
Ab6O0 Ab6O
Operational assets: dwellings 12,768 -
Total 12,768 -
7. HRA Subsidy
Entitlement to government housing subsidy
Notional HRA, calculated in accordance with subsidy determinations issued by the Secretary
of State.
Notional HRA 20(37/08 20(36/07
AbdO0 AbdO
Expenditure
Management & maintenance 15,651 15,127
Major repairs allowance 7,108 6,998
Rental constraint allowance 578 94
Negative subsidy transfer 692 923
24,029 23,142
Income
Rents 33,153 31,295
Investment interest 1,333 1,201
Other income - -
34,486 32,496
Notional subsidy receivable / (payable) (-)10,457 (-)9,354

Notional management & maintenance is based upon a fixed allowance of £1,560 per dwelling.

(2006/07 £1,496). Notional rent income excludes income from garages and hardstandings.

Notional other investment interest excludes interest on HRA cash balances.

The Notional HRA for subsidy purposes reflects a surplus of £10,475,000 (compared to a
surplus of £9,354,000 in 2006/07). Following an adjustment to subsidy entitlement for the
previous year of £82,000, the actual subsidy payable for 2007/08 shown in the HRA is

£10,375,000. Under the subsidy system regulations the Council is required to pay this sum to

central government.

In 2007/08 the Secretary of State made a Special Determination under Section 80(2) of the
Local Government and Housing Act 1989 to authorise a transfer of £0.692m to the General
Fund from the Housing Revenue Account under the transitional arrangements for former

negative subsidy authorities (£0.923m 2006/07).

S

based



8. HRA Share Of Contribution From The Pension Reserve

The Council recognises the cost of retirement benefits in the Income and Expenditure Account
Net Cost of Services when they are earned by employees, rather than when the benefits are
eventually paid as pensions. However, the charge the Council is required to make against the
HRA is based on the cash payable in the year, so the real cost of retirement benefits is
reversed out in the Statement of Movement on the HRA Balance.

2007/08 2006/07
A6 0 A6 0
Income and Expenditure Account

Current service cost 266 1,037
Past service cost 92 -
Settlement gain - (-)5,005
Curtailment loss 24 77
382 (-)3,891

Statement of Movement on the HRA Balance
Exclude FRS17 pension costs 382 (-)3,891
Include actual pension payments to Pension Fund 1,268 1,468

9. HRA Rent Arrears

Outstanding rent arrears at 31.3.08 total £2,372,000 plus £263,000 overpaid housing
benefit (£2,200,000 and £297,000 at 31.3.07). A provision for un-collectable debts has
been made at 31.3.08 totalling £1,944,000 (£1,992,000 at 31.3.07).




COLLECTION FUND INCOME & EXPENDITURE ACCOUNT

Note 2007/08 2006/07
Ad 0 Ad0
Income
Non domestic rates (2) 37,814 35,502
Council tax 1) 32,583 31,253
Adj. for previous years community charge 3) - -
Benefits Q) 7,064 6,751
77,461 73,506
Expenditure
Precepts Essex County Council 28,290 26,696
Essex Police Authority 3,282 3,085
Essex Fire Authority 1,689 1,619
Harlow District Council 6,629 6,417
Non-domestic rates:
Payment to National Pool 37,686 35,372
Cost of collection 128 130
Provision for uncollectable amounts:
Council tax (4) 368 186
Community charge (©) - ()1
Contribution to/(-) from Essex County (5) (-)186 (-)63
Contribution to/(-) from Essex Police (5) ()21 )7
Contribution to/(-) from Essex Fire (5) ()11 ()4
Transfer to/(-) from General Fund (5) ()44 (H11
77,810 73,419
Net income/(expenditure)for year (-)349 87
Balance on Collection Fund b/f (-)131 (-)218
Balance on Collection Fund c/f (5) (-)480 (131




Notes
1. Council Tax

Council tax income derives from charges raised according to the value of residential
properties, which have been classified into 8 valuation bands estimating 1st April 1991 values
for this specific purpose. Individual charges are calculated by estimating the amount of
income required to be taken from the Collection Fund by Essex County Council, Essex Police
Authority, Essex Fire Authority and the Council for the forthcoming year and dividing this by
the council tax base (the total number of properties in each band adjusted for discounts
converted into Band D equivalents: 28,406 for 2007/08.) The basic amount of council tax for a
band D property (£1,415.61 for 2007/08) is multiplied by the proportion specified for the
particular band to give an individual amount due.

Council tax bills were based on the following proportions for Bands A to H.
Proportion of Band D Change

0.67
0.78
0.89
1.00
1.22
1.44
1.67
2.00

IOTmMmoOoOm>

Total income of £39,647,000 for 2007/08 was receivable from the following sources:

£
Billed to Council tax payers 32,583,000
Council tax benefits 7,064,000

2. National Non Domestic Rates

NNDR is organised on a national basis. The Government specifies an amount (44.1p in

2007/08 & 42.6p in 2006/07) and, subject to the effects of transitional arrangements, local

businesses pay rates calculated by multiplying their rateable value by that amount. The

Council is responsible for collecting rates due from the ratepayers in its area, but pays the

proceeds into an NNDR pool administered by the Government. The Government redistributes

the sums paid into the pool back to | ocal authoritie
amount per head of population.

The NNDR income after relief, provisions, and prior year adjustments of £37,814,000 for
2007/08 (£35,502,000 in 2006/07) was basedona r at eabl e value for the Coun
£99,250,000 for the year at 31* March 2008 (£101,065,000 in 2006/07).




3. Adjust ment For Previous Yeards Community Charg
There were no adjustments in 2007/08 for previous y
4. Provision For Un-collectable Amounts

In 2007/08 the provision for un-collectable council tax was increased by £368,000. During the

year un-collectable debts totalling £210,000 were written off against the provision.

5. Contributions To Collection Fund Surpluses And Deficits

Surpluses & deficits carried forward on the Collection Fund relating to community charge

transactions are the sole responsibility of the Council and are required to be made good by

transfers to or from the Council ds Gener al Fund.

Surpluses & deficits relating to council tax transactions are distributed in subsequent years to
Essex County Council, Essex Police Authority, Essex Fire Authority and the Council in
proportion to the value of the respective precepts made by the four Councils on the Collection
Fund.

During the year the Council transferred £44,000 from its General Fund in respect of prior
years council tax balances, and Essex County Council, Essex Police Authority and Essex Fire
Authority contributed £186,000, £22,000 and £11,000 respectively as their share of the
estimated council tax balance at 31* March 2007.

The deficit balance of £480,000 carried forward at 31% March 2008 will be distributed in the
proportion of £350,000 to Essex County Council, £41,000 to Essex Police Authority, £21,000
to Essex Fire Authority and £68,000 to the Council.

In the Balance Sheet on page (18) the Collection Fund balance reflects only Harlow
Council 6s part 6&000). fhe remnainingpart af thef deficiti relating
Essex County Council and the Police and Fire authorities is included within current debtors
(£412,000).




ANNUAL GOVERNANCE STATEMENT
Scope of responsibility

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

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

Harlow District Council has approved and adopted a code of corporate
governance, which is consistent with the principles of the CIPFA/SOLACE
Framework Delivering Good Governance in Local Government, (a copy of
which can be obtained from CIPFA). This statement explains how Harlow
District Council has complied with the code and also meets the requirements
of regulation 4(2) of the Accounts and Audit Regulations 2003 as amended by
the Accounts and Audit (Amendment) (England) Regulations 2006 in relation
to the publication of a statement on internal control.

The purpose of the governance framework

The governance framework comprises the systems and processes, and
culture and values, by which the authority is directed and controlled and its
activities through which it accounts to, engages with and leads the
community. It enables the authority to monitor the achievement of its
strategic objectives and to consider whether those objectives have led to the
delivery of appropriate, cost-effective services.

The system of internal control is a significant part of that framework and is
designed to manage risk to a reasonable level. It cannot eliminate all risks 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 Harlow District Council policies, aims
and objectives, to evaluate the likelihood of those risks being realised and the
impact should they be realised, and to manage them efficiently, effectively
and economically.

The governance framework has been in place at Harlow District Council for
the year ended 31 March 2008 and up to the date of approval of the
statement of accounts.




The governance framework

CIPFA have identified six principles of Corporate Governance that underpin
the effective governance of all local authority bodies, and the annual
Governance Statement for Harlow District Council provides evidence to
confirm that it operates to statutory requirement in accordance with these
principles, exceeding that requirement where it can. The six principles are:

1 Focusing on the purpose of the authority and on outcomes for the
community and creating and implementing a vision for the local area.

1 Members and officers working together to achieve a common purpose
with clearly defined functions and roles.

1 Promoting values for the authority and demonstrating the values of
good governance through upholding high standards of conduct and
behaviour.

1 Taking informed and transparent decisions, which are subject to
effective scrutiny and managing risk.

1 Developing the capacity and capability of members and officers to be
effective.

1 Engaging with local people and other stakeholders to ensure robust

public accountability.

Harlow District Council has used these principles when gathering evidence to
gain assurance that governance is robust, and has applied the format
suggested by CIPFA. This utilises a flowchart (diagram 1) approach with
defined objectives and steps within those objectives to be taken towards
preparing the Annual Governance Statement (AGS). After the first steps at
objective 1, the core principles are evidenced to give assurance. Further
steps then follow to provide wider assurance. By following this process a
comprehensive review of governance arrangements is undertaken in line with
CIPFA guidance.




Diagram 1

Review of Annual Governance Statement and the Assurance Gathering Process

Obiective 1 Establish principal Apply the Six
Ll statutory obligations and CIPFA/SOLACE Core
organisational objectives Principles
Z

N

Objective 2 #> Identify principal risks to achievement of objectives
Objective 3 I—: — Identify and eva luate key controls to manage
| principal risks
Obijective 4 :_> Obtain assurances on effectiveness of key controls
Obijective 5 \—:> Evaluate assurances and identify gaps in
[ control/assurances
P
— Action plan to address weaknesses and ensure
Objective 6 | —| continuous improvement of the system of Corporate
L Governance
Obijective 7 |_.> Annual Governance Statement
| (.
Obijective 8 | >t Report to Cabinet/Executive Committee

-




Objective 1 Step 1 A mechanism has been established to identify the
principal statutory obligations
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A full scheme of Officer and Committee Delegation is contained within

the Council 6s constitution and is regul
The Council 6s structure charts are a pu
the constitution.

A high level staff structure chart (illustrating the framework for

governance)i s di spl ayed on the Council 6s web
There is an accessible Legal Library.

Legal services have full internet access.

Key documents such as Committee reports are placed on the intranet

The Council 6s constitution has recently
Staff are appointed to a rigid process of clear job descriptions and

specifications.

A weekly review of all new | egislation |
intranet by Legal & Democratic services.

The Council has a full and appropriate induction process.

All reports are scrutinised by Corporate Management Team (CMT)

[which includes the s.151 officer] and by the Head of Legal &

Democratic services as Monitoring Officer.

A programme of business process re-engineering reviews has been

undertaken.

A documented recruitment process is followed.

There is an enhanced internal and external communication consistent

with communications strategy e.g. award winning Harlow Times,

Weekly InformatonSheet (WI'S) for staff, members
Actions arising from internal and external reports have been

implemented e.g. cash handling arrangements.

Monitoring reports are considered by Members/senior officers including

quarterly reporting for Freedom of Information (FOI).

Complaints reporting process has been amended to bring in

standardised learning from complaints rather than previous patchy

practice.

Internal Audit recommendations are followed up

Risk workshops review current and future risks

Scrutiny Committee reviews performance

Objective 1 Step 2 There is a mechanism in place to establish
organisational objectives

T
T

A Simalto (consultation matrix) exercise identified customer
expectations.

A Communications and Community Engagement Strategy has been
published as a result of extensive consultation.

There is a detailed analysis of consultation exercises 1 reported for
example through Corporate Plan and individual committee reports.
A consultation database is being developed on infonet.
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1 Priorities and organisational objectives have been agreed, including
feedback from consultation including corporate plan/budget setting, the
development of the Local Strategic Partnership (LSP), priorities and
objectives of the Safer Harlow Partnership and the Children and Young
Peopl ebs Strategic Partnership (both st

the Council déds priorities and objectives
1 The Medium Term Financial Strategy (MTFS) supports the corporate
plan.

1 The Joint Venture Company (JVCo) and other partnerships are
accounted for in the MTFS as well as the annual budget setting
process.

1 An analysis of discretionary and statutory spending has been
undertaken for members, aligned at the Star Chamber process to
priorities.

1 The Star Chamber process assessed growth bids for statutory
obligation requirements as well as member priorities.

1 Income within Community Services includes significant external
funding for programmes such as the Chil
Government 6s Respect Agenda etc. and th
in budgetary planning exercises.

1 Service reductions in low priority and non-statutory services have been
implemented where funding is short.

1 Capital funding is aligned to Council priorities using a score based
approach.

1 Departmental plans have to demonstrate clear links to Corporate Plan
objectives, which is validated by reviewing performance out turn.

1 Outcomes of service plans are reported quarter by quarter to
Committee.

1 Service plans include the core financial information for each service,

and reflect resource requirements of future action planning.

The communication strategy and corporate objectives are aligned.

Budget consultation was carried out in part with Essex County Council

(ECC), addressing service provision and cost.

Regular documented CMT/Heads of Service (HoS) meetings.

Engagement with ECC, both directly and through LSP, to ensure the

Local Area Agreement (LAA) reflects our objectives.
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Objective 1 Step 3 Effective corporate governance arrangements are
embedded within the authority

1 A Statement of Local Conventions has been adopted by Council, is
adhered to and is available for all to view.
1 The principles of a Local Code of Corporate Governance identified in
the ClIPFA/ SOLACE guidance are reflected
Constitution and its various codes of conduct, procedures and policies
Peer review has been regularly undertaken.
The Statement on Internal Control was a
accounts, with an action plan for addressing weaknesses.
An officer working group has been established to prepare the AGS.
Policy & Resources Committee has the overall responsibility for the co-
ordination of corporate governance although elements of this are also
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carried out by the Standards Committee and Audit & Improvement

Committee.
1 Terms of reference for Committees are clear and have recently been
reviewed.
1 Minutes support Committee governance responsibilities and decisions
1 Members receive full induction and a mentoring period including
governance training.
1 Purdah training has been provided along with full guidance for all staff.
T Registration of interests6é guidance has
1 The WIS contains a range of training opportunities including

governance training.
1 Statement of local conventions confirms the governance expectations
for members.

Objective 1 Step 4 Performance management arrangements are in place

Officers clearly identified for achieving against performance measures.
Performance measures established through the Service Planning
process, linked to the Corporate Plan.

1 Performance Reports received and analysed by Corporate
Management Team on a regular basis, and reported to Audit and
Improvement Committee.

1 Poor performance is addressed by the need to produce an action plan

at a given trigger point if performance dips.

Strategic Assessment produced for Safer Harlow Partnership

Clearly defined performance management framework in place

Performance management is reviewed through the Improvement

Group and external best practice events

1 Annual review programme supported by corporate policy &

performance team.

Benchmarking occurs and is reported to the Improvement Group.

The JVCo is monitored through the monthly joint performance review

meeting.

1 The Project and Programme Management Group (PPMG) monitor

project performance using defined project management methodology.

Project exception reports are reviewed by CMT.

The performance of the Growth Area Fund (GAF) is monitored by the

GAF Executive Board.

1 The performance of Harlow Renaissance is monitored by the Harlow
Renaissance Board.

1 Appropriate Key Performance Indicators (KPIs) have been established

and approved for each service element and are included in

departmental and service business/annual plans

KPI established and are being re-visited consistent with new NI set.

KPIs developed and monitored by LSP

Robust monitoring through services, senior managers and members i

with regular reporting to CMT and Committee

Review mechanism through the Improvement group

KPIs are monitored in respect of the Safer Harlow Partnership.

Monthly budget monitoring reports (capital and revenue) are presented

to CMT, HoS and members reflecting year to date and projected out

turn information.
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Areas of concern are reported on regularly to Audit and Improvement
Committee (e.g. Playhouse)

IQuanta information used to benchmark against family group and
Essex in relation to community safety

Significant contributor to the LAA and have also developed the Harlow
LAA

Service Plans include a Balanced Score Card for each service
Regular partnership performance targets reported to members e.g.
Safer Harlow Partnership.

Use of Resources action plans are followed through.

Voluntary benchmarking applied across many service areas.
Monitoring reports presented regularly to Audit and Improvement
Committee

The Improvement Group monitors and seeks improvement in areas of
underperformance.

Performance targets in subsequent corporate and departmental and/or
service business plans are revised in the light of actual performance.
Continuous improvement is strived for by increasing the difficulty of
performance targets when they have been met over a period (e.g.
movements on KPI results)

KPI 6s all ow benchmarking between

aut hor

Commi ttee reports on below par perfor ma

plans to improve performance.

The Project and Programme management Group (PPMG) monitor
performance on a regular basis for projects both capital and revenue.
Performance Plus is used as a tool to manage performance.

The Council is used as an example of good practice.

Core principle 1 Focusing on the purpose of the authority and on

outcomes for the community and creating and implementing a vision for

the local area
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Purpose and vision are widely promoted and there is a clear link
between the vision and departmental service plans and individual
personal performance plans

Priority posters situated in Council properties communicate to staff the
priorities of the Council

Regular consultation on a range of issues is undertaken through the
Peoples panel.

Harlow 2020 (the LSP) provides a partnership review forum.
Consultation informs the Corporate Plan which is available to members
of the public.

Extensive work carried out to ensure common vision underpins LSP
priorities.

The JVCo contract is underpinned by the corporate vision.

The Corporate Pl an articul ates the Counci

achievements.

Harlow has consistently published its annual financial statements on a
timely basis.

The MTFS supports the corporate plan.
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T The budget book shows the Council dés fin
for the financial year.

1 The JVCo influence on the Councils performance and visa versa is
demonstrated by e.g. dividend payments

1 Service standards have been published and are available to the public.

1 Performance reporting is embedded.

1 Task and finish work groups have delivered tangible outcomes.

)

)

The peoplebds panel test Council quality
A robust complaints procedure is in place, accessible and widely
publicised
1 Service value analysis matrix provides cost analysis and benchmark
facility.
1 Unit cost review and BPR work identify Value for Money (VFM)
improvements.

Members have represented citizends Vvi ew
A low Council Tax increase has been set again.

Cashable and non-cashable savings have exceeded targets.

The procurement section scrutinises contracts.

Star Chamber process ensures scrutiny of budgets, and ensures that

budget gaps are bridged.

E R

Core principle 2 Members and officers working together to achieve a
common purpose with clearly defined functions and roles

1 Harlow Council operates to a 4" Option form of governance, and the
recently reviewed Constitution fully supports this process with effective
and clear delegations.

1 A clear statement of the respective roles and responsibilities of
members and of senior officers is contained within the constitution.

1 A scheme of delegation and reserve powers is contained within the
constitution

1 The Chief Executive is accountable to the authority for all aspects of
operational management

1 Protocols to ensure that the Leader (previously Joint Leaders) and the
Chief Executive negotiate their respective roles and that a shared
understanding of roles and objectives is maintained, is set out in the
constitution

1 The Council has a section 151 officer who is responsible for proper
financial administration

1 The Council has a Monitoring Officer and this is clearly set out within

the Constitution

A Member officer protocol is set out within the Constitution

A Members Allowance Scheme is reviewed and contained within the

Constitution.

Officers are appointed within a clear job-evaluation scheme.

The Corporate Plan is developed in consultation with local community,

e.g. through Simalto

T The Tenantsd Forum all ows Officers and
pursuit of service improvement.
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1 The community engagement strategy has been developed via
consultation.

1 A review of Harlow 2020 structures is underway to improve clarity of
relationships between the LSP and its individual constituent partners.

T Harl ow Children and Young Re@oplebds Str a
statutory partnership i has clear terms of reference and definition of
roles and a clear line of management responsibilities for supporting
staff.

1 All legal work clearly recognises the need to establish the basis of
partnership working and sets up joint arrangements and monitoring
systems where appropriate e.g. JVCo and Harlow Renaissance Ltd

Core principle 3 Promoting values for the authority and demonstrating
the values of good governance through upholding high standards of
conduct and behavior

1 TheCPAreportrec|l assi fying the Council from fp
that a climate of openness had developed.

1 There are Codes of Conduct in place for Members and Officers as well
as a clear protocol on relationships between the 2 groups. This is
underpinned in the Constitution, Financial Regulations and Standing
Orders relating to Contracts.

1 The OCCL strategy embeds cultural good practice throughout the

organisation.

Extensive customer service training has reinforced best practice.

The Standards Committee is an established and effective Committee.

A recent review has increased its size and Terms of Reference to

reflect the new Standards regime for which the Council has made

funds available.

The corporate plan exemplifies the Council priorities.

The people strategy is aligned to the corporate plan.

The Partnership strategy is contained in the JVCo arrangements.

LSP meetings are open to the public.

Examples of winning performance judged by external parties include:

APSE winner (self build to rent housing scheme), Silver safety award

from ROSPA, Harlow Times award, Youth Council (youth café)

complimented, and Allotments in Harlow won the Local Government

Chronicle award.
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Core principle 4 Taking informed and transparent decisions which are
subject to effective scrutiny and managing risk

1 There is an established and effective Scrutiny Committee.

1 The improvement group enhances council performance.

1 Minutes of decisions taken are formally kept and an annual review of
those decisions is tracked against implementation

1 There are Codes of Conduct in place for Members and Officers as well
as a clear protocol on relationships between the 2 groups.

1 The Audit & Improvement Committee which covers areas such as
improvement and performance is embedded in our arrangements and
is supported by the Budget & Performance Monitoring Working Party.




1 A complaints procedure is in action, with multiple access arrangements

including the internet.

The JVCo arrangements dovetail into the council process.

Freedom of information requests are dealt with in accordance with

recognised protocols.

Environmental regulations are managed in a customer facing way.

Technical training for planning is provided to officers and members.

CPA results evidence praised standards of reports to committee.

All reports are read and the necessary implications are added, with the

format ensuring implications including legal and financial are applied.

1 Committees have pre agenda meetings with the Chair and Vice Chair
that clarify technical aspects including legal and financial

1 Senior managers have been provided with Risk Management Training.
All Service Plans include a Risk Log and Risk Analysis.

1 Risk management is a well-acknowledged concept in Harlow. The
council strives to embed it into all aspects of it operations. There are
risk champions in each service and member champions are to be
appointed later in the year

1 A whistle blowing policy is in place and promoted, and a hotline is
available

1 The role of legal Services is to ensure that all operations remain intra
vires but that all avenues of legal opportunity are explored to ensure
that the Council works to the best effect for the well being of its
community.
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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 Mentoring Scheme is in operation

A Member training and development programme is established and a
clear budget has been provided for this.

Section 151 Officer and Monitoring Officer are professionally qualified
and follow mandatory post qualification training regimes.

Deputy S151 and Monitoring Officers are in place.

Training programmes are integrated with PPPs

Town wide Stakeholder meetings held quarterly

Communities of Interest Forum open to all sections of the Community
The Tenants Forums encourage engagement and participation
Service specific forums

The Pe ®anél endkdes wider engagement

Members have personal development plans.

Leadership training is available for staff.

PPPs map out progress plans for the year to come.

E
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Core principle 6 Engaging with local people and other stakeholders to
ensure robust public accountability

1 The Community Strategy is positively used.
1 The last staff customer satisfaction survey that was undertaken
showed staff were aware of their roles.
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T Good stakehol der i nvol vement wi t h par
issues has been reported under CPA
1 Annual review of scrutiny function has been informally reported to
Committee by a Councillor.
1 There is regular liaison with umbrella groups representing black and
minority ethnic groups and disabled people
1 Extensive consultation is undertakeni e.g. public consultation
meetings on GAF Il projects and town park
Community engagement being further developed
GAFII projects were amended significantly in light of public consultation
i evidence that we listen
Regular meetings are held with the civic society.
Committee and Council meetings are open to the public, with papers
being available on the internet.
The Council has recently opened Local Strategic Partnership meetings
to the public, with few reports marked as confidential.
Communities of Interest Forum covers 25 groups
The Counci l provides support to Residen
The tenants forums encourage engagement and participation
A voluntary sector compact is in place with associated codes of
conduct
LAA specific targets in the voluntary sector
Feedback given to people panel members
Corporate plan and annual target setting
The MTFS reflects Council plans and is freely available
A Scrutiny committee is in place
AAsk Malcol mo is a mechanism for staff
There is a suggestion box for ideas to improve.
The Peoplebdbs Panel all ows wider consul t.
The Joint Negotiating Committee (JNC) meets regularly
People strategy is applied to all staff.
The Constitution gives the policy on Council decision-making.
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Objective 2 The authority has robust systems and processes in
place for the identification and management of strategic and operational
risk

1 Risk management strategy was revised in February 2007 and is
reviewed annually. It is approved by Policy and Resources Committee
and the Audit and Improvement Committee and is available to all staff.

1 Gateway Partnership has a risk register which is regularly analysed
and updated

1 Corporate risk register with named champions approved by CMT/HoS

and reviewed by members.

Strategic risks (Corporate) were fully reviewed during 2007/08

All HoS must include a Risk Log and Risk Analysis within their Service

Plan. Services review risk as an integral part of the annual service

planning process

1 Project Planning procedures include risk analysis, both on initiation of
project and during implementation
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Zurich Risk Management (ZRM) acts as facilitator for annual risk
reviews and provides independent challenge.

Risk Awareness Training has been provided

Strategic/corporate risk register is maintained at top level, with service
risk registers in each service.

Al l |l egal requirements for i nsurance
are adhered to and insurance fund contributions regularly reviewed.

All HoS receive training in risk identification, analysis, mitigation and
monitoring

Responsibility for risk lies with the Audit and Improvement Committee
(AIC).

CMT receive reports on risk management issues

ZRM advises and facilitates risk workshops etc.

HoS are responsible for their own service risks. Strategic/corporate
risk is owned by HoS or Strategic directors.

Risk management is an integral part of service planning process.
Project Management protocols require risk assessments as part of
Project Initiation Document before any project is agreed.

Risks must be regularly reviewed and reported in Highlight Reports to
the Project Management Team

Risks are considered in all partnership working. Project documentation
requires risk analysis and regular review.

Partnership risks have been set up in JVCo arrangements.

Risk registers are maintained on Corporate MS Excel/Word.

Objective 3 The authority has robust system of internal control,
which includes systems and procedures to mitigate principal risks

T

T
T
T
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Financial Regulations are contained in the Constitution and are
reviewed.

CIPFA code on treasury management has been adopted.

The Council complies with the prudential code.

Standing Orders relating to Contracts are contained in the Constitution
and are reviewed.

Whistle-blowing policy was re-launched in February 2007, and was
approved by AIC. An article appeared in WIS on 19.2.07, and posters
are throughout the Civic centre.

The anti-fraud and corruption strategy was re-issued December 2006,
and approved by the Audit & improvement committee, 19.12.06. There
is a copy on the Intranet

There are Codes of Conduct in place for Members and Officers as well
as a clear protocol on relationships between the 2 groups. These have
been approved and are widely available within the Constitution on the
intranet and internet.

A register of interests is held by the Head of Legal and Democratic
Services for both Members and Officers.

A full scheme of Officer and Committee Delegation is contained within
the Council 6s constitution, which is
approved by Full Council.

A corporate procurement policy has been approved

Regular reporting to members in accordance with revised contract
standing orders of tenders awarded by delegated powers.

63

ar

r

e



1 Key departmental service plans now include business continuity plans

71 ICT has business continuity planning in place

1 Risk owners and champions are required to prepare Action Plans to
address risks, and this includes identification of key controls. Risk
owners/champions responsible for managing/mitigating risks and,
hence, for initiating and monitoring the key controls.

1 BVPIs address many risks and key controls. Reported to, and
monitored by, AIC quarterly.

1 Use of Resources (UoR) and Key lines of enquiry (KLOE) are
monitored regularly, with audit reports produced throughout the
municipal year.

1 Annual fundamental systems internal audits are of key significance in
reviewing internal controls. 2007/08 reviews of fundamental systems
showed satisfactory controls, with the exception of Debtors, which
received a oO6limited assuranced6 opi
an action plan and Internal Audit will follow up on recommendations
made

1 Internal Audit reports routinely to AIC and is subject to an annual
review by external audit

1 Health and safety (H&S) group meet regularly, a formal committee
chaired by a strategic director with H&S representatives from each
department.

71 Induction pack includes H&S section

1 Employee handbook includes H&S section

1 Fire safety training undertaken for staff

1 Working at heights training provided for staff

1 A corporate complaints procedure has been drawn up and
communicated via HoOS/CMT and committee reporting

1 Complaints reports are cascaded to third tier managers

1 A thorough review by an external organization of all payments made to
suppliers over the past few years demonstrated that the Council had a
minute error rate and confirmed that payment controls were robust.
Subsequent recovery of identified overpayments was initiated.

Objective 4 Appropriate assurance statements are received from

designated internal and external assurance providers:
1 The authority has identified appropriate sources of assurance
1 Appropriate external assurances are identified and obtained

T
T
T
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Internal & external audit provide review of controls.

CMT and AIC receives reports from both internal and external auditors.
UoR process undertaken robustly with assessments kept under
constant review.

Key controls are identified as part of each audit assignment.

HoS wi | | be required to Asign offo

preparation for 2007/08.

Internal audit reports with significant control issues are reported to AIC.
The Audit Manager produces Annual Internal Audit report with overall
opinion on internal control & risk framework

The Council has recently undergone a successful light-touch ethical
governance health check carried out by IDeA

CMT/HoS review performance reports on a monthly basis.
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Members view performance reports on a quarterly basis.
External challenge has been invited on performance monitoring

Objective 5 The authority has made adequate arrangements to
identify, receive and evaluate reports from the defined internal and
external assurance providers to identify areas of weakness in controls

1 CMT receive all significant audit reports in advance of transmission to
AIC. AIC terms of reference confirm its role.

1 Internal & external audit recommendations are graded high, medium or
low risk. All AIC meetings minuted.

1 The Audit Manager produces an Annual Internal Audit Report with
overall opinion on internal control & risk framework.

1 Statutory timetables are complied with

Objective 6 There is a robust mechanism to ensure that an

appropriate action plan is agreed to address identified control
weaknesses and is implemented and monitored

T
T
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All audit reports include Action Plan, with management responses,
responsible manager and dates for implementation.

Audit reports are distributed to all those responsible for
implementation.

CPA improvement plan based on SMART actions.

UOR action plan is in place

Special reports such as the Playhouse also go to Committee.

All audit recommendations and resultant actions are SMART.

Audit recommendations followed up after reasonable time allowed for
implementations. If management has not satisfactorily implemented
audit recommendations within agreed timescales, matters will be
reported, via CMT, to AIC

Objective 7 An Annual Governance Statement has been drafted in
accordance with the statutory requirements and timetable set out in the
Accounts and Audit Regulations 2003, as revised by the Accounts and
Audit (Amendment) (England) Regulations 2006, and is in accordance
with CIPFA guidance.

T
T
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Responsibility for completing the AGS lies with the Section 151 officer
The AGS is based on Finance Advisory Network (FAN) and
CIPFA/SOLACE guidance, and has a timetable for completion
Working papers have been prepared in support of the AGS, leading to
completion of the AGS and reviewed by CMT/HoS.

AGS working group ensures process is completed.

Members review the AGS at Audit and Improvement Committee
meetings

Policy and Resources Committee approve the AGS

The Governance assurance statement is prepared by the Section 151
officer with support from the Audit Manager and CMT/HoS




Objective 8 An annual report to the authority (or delegated
committee) on the Annual Governance Statement is presented, in
accordance with the CIPFA pro forma

1 AGS is reported to Policy and Resources Committee.
1 AGS is signed by Chief Executive and the Leader
1 AGS is published with the annual statement of accounts

Review of effectiveness

Harlow District Council has responsibility for conducting, at least annually, a
review of the effectiveness of its governance framework including the system
of internal control. The review of effectiveness is informed by the work of the
executive managers within the authority who have responsibility for the
development and maintenance of the governance environment, the Audit
Manager 0s a nndubd by commeats rhade by the external
auditors and other review agencies and inspectorates.

Harlow Council has adopted the enhanced Committee system of political
management under the Local Government Act 2000. Ultimate authority rests

with the Councime et i ng as a corporate body (Aafull

specific areas is delegated to Policy Committees. Minutes of these meetings
are freely available.

Councillor elections are conducted on a rolling basis every three years. This
allowstheelector at e to approve the Counctékl 0s
electing Councillors who have displayed good governance credentials, and
facilitates democratic accountability. It also presents the opportunity for a

more diverse population representation on the Council.

The review of governance that has taken place for the 2007-2008 financial
year has utilised a recommended methodology that has enabled a wide
ranging check on the corporate governance arrangements for the Council.
Much of what has been identified is robust, but the Council does recognise
that there will always be areas that can be improved.

The action plans arising from the significant control issues detailed in last
years Statement on Internal Control have been addressed. The Council
approach to VFM continues to strengthen, with efficiency savings exceeding
target under the AGershono regi me.
achievement is that the Council has been very effective at levering in
substantial sums of money to facilitate the regeneration of the town.

Data quality management is being uplifted as more reliance is placed on the

pol i c

An add

corporate reporting mechanism Aperfor mance

planning the Budget and Performance Monitoring Working Party has been
reinvigorated, allowing members and officers to fully engage in the
management of financial resources. Business continuity planning is now fully




functional in terms of ICT recovery, where an off site resource has been
permanently set up in case of disaster.

Procedures have been strengthened for registration of gifts, interests and
hospitality. Guidance has been issued to members and officers, and a formal
register is maintained.

Up until elections in May 2008, the Council had a Joint Labour/ Liberal
Democrat Administration. This has operated effectively throughout the year,
with difficult decisions being taken through formal routes, maintaining
transparency in the process. Following the May 2008 elections, the majority
administration is Conservative. The Leader of this Administration will take
responsibility for signing the Annual Governance Statement.

There are a number of other mechanisms to validate decisions and ensure
governance compliance exists. Top team meets on a regular basis to
facilitate an interface between CMT and the Administration. CMT and HoS
meet bi-monthly to review financial and operational activities. All these
meetings have minutes taken with designated actions assigned.

The Audit and Improvement Committee is an established component of the
corporate governance regime. It undertakes the core functions of an audit
committee following CIPFA guidance outlined in Audit Committee- practical
guidance for local authorities. The Committee meets regularly and reviews
financial information including the annual statement of accounts and
governance statement, performance reports, other reports that require
independent yet corporate review.

The Scrutiny Committee provides assurance across a wide range of corporate
governance issues. It is chaired by a member of the opposition and acts as a
counterpoint to other committees. In addition it undertakes cross cutting
reviews that do not fall neatly into a formal committee agenda.

Risk management is handled through a range of mechanisms outlined in the
previous section. Risk champions are in place for all corporate risks. The
risks cascade down to the services, who manage their risks via the service
planning process and regular review. Corporate risks are revisited at least
annually, a process that is facilitated by an external expert. Risks are
accounted for in project planning, the creation of the MTFS and other Council
operations as an inherent part of normal procedure.

The Standards Committee enables scrutiny of member to be undertaken in a
formal setting. This committee reinforces the corporate governance
credentials of the Council, and ensures that alleged infractions of the
established governance procedures are examined.

The Audit Manager had his annual audit plan for 2007-2008 approved by the
Audit and improvement Committee on 26 February 2007. The plan ensures
that both fundamental and planned audits are undertaken, and that audit
follow up work is completed. Our external auditors will place reliance on
much of what is undertaken by the internal audit section. In addition the
independence of the internal audit section allows them to report to committee
unhindered. The Audit Manager provides an annual opinion on the status of
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the Council in terms of governance and overall controls. In his report he
states that freasonable assurance can be given on the overall adequacy and
effectiveness of the operational aspects o

The Council was reassessed under the Comprehensive Performance

assessment (CPA) regime by the Audit Commission in year. Prior to the
reassessment, the Council was categoris
reassessment, the Council was deemed to
places out of a possible five. This was confirmation that significant

improvement had taken place in the way the Council conducted itself, and an
endorsement of the governance arrangements in place

ed
be

we have been advised on the implications of the result of the review of the
effectiveness of the governance framework by the Audit and Improvement
committee, and a plan to address weaknesses and ensure continuous
improvement of the system is in place.

With regard to financial reporting, a risk has been identified relating to the

adequacy of the Council 6s agstsiedssetmanage ment
valuation data in the detail required to meet changes to the Chartered

Institute of Public Finance & Accountancy (CIPFA) Accounting Code of

Practice and the introduction of International Financial Reporting Standards

(IFRS).

Significant governance issues

The Council has an interlocking set of documents, protocols and procedures
that provide assurance in corporate governance matters. However a Local
Code of Corporate Governance (as a discrete document) has not been
adopted by Harlow Council. The principles identified in the CIPFA/SOLACE
guidance are all reflected in the Council &
of conduct, procedures and policies. However there is no one overarching
document named the Local Code of Corporate Governance. Were one to be
produced it would of course be fully communicated to Members, staff and
stakeholders alike.

If deemed necessary we will take steps to address the above matters to
further enhance our governance arrangements. We are satisfied that these
steps will address the need for improvements that were identified in our
review of effectiveness and will monitor their implementation and operation as
part of our next annual review.

////////////////////////////

Signed: ceeeeeeeceeeceeeceeeceeeeceeeeceeeceece.

Leader & Chief Executive on behalf of Harlow District Council




|l ndependent audi tor6s report to the Member

Opinion on the financial statements

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

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

Respective responsibilities of the Responsible Financial Officer
and auditor

The Responsible Financial Officerds respons
statements in accordance with relevant legal and regulatory requirements

and the Statement of Recommended Practice on Local Authority Accounting

in the United Kingdom 2007 are set out in the Statement of Responsibilities

for the Statement of Accounts.

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

| report to you my opinion as to whether the accounting statements present
fairly, in accordance with relevant legal and regulatory requirements and the
Statement of Recommended Practice on Local Authority Accounting in the
United Kingdom 2007:

1 the financial position of the Authority and its income and expenditure
for the year.

| review whether the governance statement reflects compliance with

6Delivering Good GovernafkcamewokbadalpuBodVvehs
by CIPFA/SOLACE in June 2007. | report if it does not comply with proper

practices specified by CIPFA/SOLACE or if the statement is misleading or

inconsistent with other information | am aware of from my audit of the

financial statements. | am not required to consider, nor have | considered,

whether the governance statement covers all risks and controls. Neither am |

required to form an opinion on the effectiyv
governance procedures or its risk and control procedures

| read other information published with the Authority accounting statements,
and consider whether it is consistent with the audited Authority accounting
statements. This other information comprises the Explanatory Foreword. |
consider the implications for my report if | become aware of any apparent
misstatements or material inconsistencies with the Authority accounting
statements. My responsibilities do not extend to any other information.




Basis of audit opinion

| conducted my audit in accordance with the Audit Commission Act 1998, the

Code of Audit Practice issued by the Audit Commission and International

Standards on Auditing (UK and Ireland) issued by the Auditing Practices

Board. An audit includes examination, on a test basis, of evidence relevant to

the amounts and disclosures in the Authority accounting statements and

related notes. It also includes an assessment of the significant estimates and

judgments made by the Authority in the preparation of the Authority

accounting statements and related notes, and of whether the accounting

policies are appropriate to the Authorityés
and adequately disclosed.

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

Opinion

In my opinion:

1 The Authority financial statements present fairly, in accordance with
relevant legal and regulatory requirements and the Statement of
Recommended Practice on Local Authority Accounting in the United
Kingdom 2007, the financial position of the Authority as at 31 March
2008 and its income and expenditure for the year then ended.

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

Aut horityds Responsibilities

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

Audi torbés Responsibilities

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

Aut horityds arrangements for securing econo
in its use of resources are operating effectively.




Qualified Conclusion

I have undertaken my audit in accordance with the Code of Audit Practice. In
so doing, | was unable to obtain sufficient appropriate evidence that Harlow
District Council maintained an up to date or accurate asset register and that
assets earmarked for redevelopment / regeneration have not been
appropriately recorded as such.

Having regard to relevant criteria specified by the Audit Commission for
principal local authorities, | am satisfied that, in all significant respects,
Harlow District Council made proper arrangements to secure economy,
efficiency and effectiveness in its use of resources for the year ending 31
March 2008 except that it did not put in place:

1 arrangements for the management of its asset base.

Best Value Performance Plan

I have i ssued our statutory report
performance plan for the financial year 2007/08 on 19 December 2007. | did
not identify any matters to be reported to the authority and did not make any
recommendations on procedures in relation to the plan.

Certificate

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

Paul King

Audit Commission
Sheffield House
Lytton Way
Stevenage

SG1 3HG

30 September 2008
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