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2009/10 STATEMENT OF ACCOUNTS 

 
 
1.0 EXPLANATORY FOREWORD 
 
 
1.1 Introduction 

The Council’s Annual Report and Accounts sets out the overall financial position and 
details the financial transactions relating to the District Council’s activities for the year 
ended 31 March 2010. The financial statements have been prepared in accordance 
with the requirements of the “Code of Practice on Local Authority Accounting in the 
United Kingdom 2009: A Statement of Recommended Practice” (the SORP). 
 

1.2 There are a number of relatively minor changes to the SORP for 2009, which again 
reflect the continued move to aligning local authority accounts with UK GAAP. The 
main changes applicable to this Council have been set out below: 

 
• Accounting requirements for the Private Finance Initiative (PFI) and similar 

contracts are no longer based on the UK accounting standard FRS 5 but on 
International Financial Reporting Standards (IFRS). It is expected that as a 
consequence PFI properties used to deliver PFI schemes which are currently 
“off Balance Sheet” will now be recognised on local authority Balance Sheets 
along with a liability for the financing provided by the PFI operator. 

 
• Accounting for local taxes (i.e. National Non Domestic Rates and Council 

Tax) will be changed to reflect the fact that the billing authority is acting as a 
collection agent for the major preceptors and therefore the practice of 
including all council tax debtors in the billing authorities Balance Sheet did not 
comply with UK GAAP. This change in SORP also prompted a review of 
accounting for other types of taxation and as a direct consequence accounts 
will no longer include National Non Domestic Rates debtors on the billing 
authorities Balance Sheet as the Council is acting as the collection agent of 
the Government. The billing authority will now only be required to recognise a 
debtor or creditor based on the difference between the amount of cash 
collected from NNDR debtors but not paid to the Government, or overpaid to 
the Government. This accounting change has necessitated a number of prior 
year adjustments throughout the accounts, these have been summarised in 
note 10.1A, page 26A as the opening note to the Income and Expenditure 
Account. 

 
• Other more minor changes include the requirement to show the portion of 

long-term financial liabilities due to be settled within 12 months after the 
Balance Sheet date to be presented in current liabilities. In addition to this 
change the SORP has removed the requirement to disclose five notes from 
the accounts concerning, Section 137 expenditure, expenditure on publicity, 
the building control account, Business Improvement District Schemes and 
income under the Local Authorities Goods and Services Act.   

 
1.2.1 A number of other changes/amendments have been introduced in the 2009 SORP, 

many of these provide either additional guidance or do not directly affect the Council’s 
accounts.  
 

1.3 Income and Expenditure Account 
The Income and Expenditure Account is a summary of the resources generated and 
consumed by the Council in the year. 
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1.4 Statement of the Movement on the General Fund Balance 
This statement is a reconciliation showing how the balance of resources generated 
and consumed in the year links with the statutory requirements for raising council tax. 
 
 
 

1.5 Statement of Total Recognised Gains and Losses 
The Statement of Total Recognised Gains and Losses demonstrates how the 
movement in net worth in the Balance Sheet is reconciled to the Income and 
Expenditure Account surplus or deficit and to other unrealised gains and losses. 
 

1.6 The Balance Sheet 
This statement is fundamental to the understanding of the Council’s financial position 
at the year-end. It shows all balances and reserves at the Council’s disposal and its 
long-term indebtedness and the fixed assets and net current assets employed in its 
operation together with summarised information on the fixed assets held. 
 

1.7 Cash Flow Statement 
This consolidated statement summarises the inflows and outflows of cash arising 
from transactions with third parties for revenue and capital purposes. 

 
1.8 The Housing Revenue Account (HRA) Income and Expenditure Account 

This account reflects the statutory obligation to account separately for the Council’s 
provision of housing. The HRA Income and Expenditure Account shows in more 
detail the income and expenditure on HRA services included in the whole authority 
Income and Expenditure Account. 

 
1.9 Statement of Movement on the HRA Balance 

This statement shows how the HRA Income and Expenditure Account surplus or 
deficit for the year reconciles to the movement on the HRA Balance. 
 

1.10 Collection Fund 
This account reflects the statutory requirement for the Council to maintain a separate 
Collection Fund which shows its transactions in relation to national non-domestic 
rates and council tax and illustrates how these have been distributed to Devon 
County Council, Devon and Cornwall Police Authority, Devon and Somerset Fire 
Authority and the Council itself. Please note the Balance Sheet and the Cash Flow 
Statement have been materially altered to reflect the change in the 2009 SORP which 
has required the removal of year end debtors relating to the share of amounts 
outstanding at year end to the major preceptors levying in the District and the 
Government in respect to NNDR. 
 

1.11 Pension Fund 
There is no single statement that brings together the Council’s overall financial 
position with regard to its pension scheme; instead pension information is 
consolidated within all of the other accounting statements of the Council, excluding 
the Collection Fund.  
 

1.12 Review of the Year 
The purpose of the explanatory foreword to the Annual Report and Accounts is to 
provide a commentary on the main financial highlights contained within the Report 
and to identify any significant events that may affect the reader’s interpretation of the 
Accounts. 
 
Revenue Expenditure – General Fund 
During the year regular monthly financial monitoring information has been produced 
and reported to senior management and members.  This monitoring report forecasted 
a significant under spend during 2009/10. The month 11 budget monitoring report 
tabled at the 1 April 2010 Executive meeting declared an estimated outturn saving of 
approximately £930k.  
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The final outturn saving on the General Fund, after a final apportionment of support 
services and some other minor financial adjustments, including a final review of 
corporate bad debt provision totaled £958k. Two significant items have been 
accounted for in 2009/10 which have reduced this overall surplus, these are: 
 
Capital transfer to an ear marked reserve – approved by Executive - £500k 
Recognition of Heritable Bank loss (based on 79% recovery) - £231k 
 
This has resulted in a final General fund surplus of £227k generated in 2009/10 (i.e. 
£958k – 500k - £231k = £227k).   
 
 
The main budget variances which reconcile the year end surplus of £277k are shown 
in the table below. 
   
       
 Saving £k 
Service Savings & Costs  
Salary savings (across all services) (427) 
Additional or new income sources (176) 
Savings on contracts, supplies and services (238) 
Reduced utility and non domestic rates charges 
(Corporate Buildings & Leisure Centres) 

(229) 

Costs of two planning appeals 125 
Other minor costs/(savings) (13) 
Total Service Saving (958) 
Non Service Costs  
Contribution into capital reserve 500 
Heritable Bank loss 231 
Total Savings 227 

 
Note – the above table excludes any end of year transfers between reserves. 
 
 
A detailed analysis of the 2009/10 outturn was reported to the Executive at a meeting 
on the 13 May 2010 which can be found on the Council’s website.  

 
This overall saving delivered in 2009/10 reflects the efforts of both officers and 
members to provide high quality services at an affordable cost. There was also a 
proactive attempt by senior management to deliver significant service related savings 
in order to provide some additional General Fund Balance to provide against the well 
documented probable cuts in Central Government funding.                                  
 
The effect of all the consolidated General Fund transactions in 2009/10 will result in 
an overall General Fund Balance of £2,388k held at the 31 March 2010. This 
amounts to £1,238k in excess of the minimum required balance recommended by 
Council (based on 10% of net expenditure - £1,150k). This has been strategically 
planned in order to give the Council some financial operating surplus to be able to 
proactively deal with the likely cuts in public sector funding ahead. 

 
It should be noted that with effect from 1 February 2010 the Council took over the 
operational delivery of Mid Devon Community Recycling, who were responsible for 
delivering the Council’s recycling operation. This involved the transfer of property and 
equipment assets totaling £67k and 30 employees (including casuals) onto our 
payroll. This transfer has provided for continuity of service at broadly a comparable 
cost to the budgeted contract sum.  
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Revenue Expenditure - Housing Revenue Account 
 

The 2009/10 financial year has seen a stable financial position delivered by the HRA. 
Overall spending levels have been very close to budget projections during the year 
and the HRA Balance has ended the year marginally above the minimum approved 
level of £1m.  
 
The Housing Service continues to prioritise its spending to ensure the delivery of the 
Decent Homes Standard and to this end has targeted some additional resources into 
increased expenditure on completing a full stock condition survey, new heating 
systems, additional smoke detectors, additional spend on garage 
repairs/maintenance, etc. 

 
 

It should be noted that a major credit of approx £11m has been posted to the HRA 
income and expenditure account during 2009/10. This credit effectively reverses a 
significant portion of the dwelling and other asset impairment totaling £24m charged 
to the HRA in 2008/09 
 
Once again, a detailed explanation of the end of year financial position on the HRA 
was reported to the Executive at its meeting on the 13 May 2010 which can be 
accessed on the Council’s website. 

 
 
Capital Expenditure 
During the year capital expenditure amounted to £3,382k. The Council used £570k of 
capital receipts to fund the capital programme with the balance of the expenditure 
met by a combination of external grants and ear marked reserves. 
 
The two largest areas of expenditure in the 2009/10 capital programme were £1,259k 
spent on the general maintenance of the Council’s housing stock and £1,301k spent 
on various housing related grants and the delivery of affordable housing within the 
district.  
 
Our useable capital receipts reserve now stands at £221k at the end of the year. This 
will constrain the Council’s ability to deliver future capital programmes.   
 
A review of each of the financial statements will provide further details of the financial 
position of the Council for 2009/10.  
 

1.13 Income and Expenditure Account 
The financial highlights for the Income and Expenditure Account are given below: 
 

• The resources generated and consumed in providing services and managing 
the Council during the year were £5,281k funded in the main by government 
grants of £6,082k, a collection fund transfer of £139k and council tax of 
£5,819k. 

 
• The Council has achieved surplus of £6,759k on this account. 

 
1.14 Statement of the Movement on the General Fund Balance 

The financial highlights for the Statement of Movement on the General Fund balance 
are given below: 
 

• The Council has suffered a deficit of £6,532k on this account. 
 
1.15 Both the General Fund Income and Expenditure Account and the Statement of 

Movement on the General Fund Balance need to be looked at in conjunction with 
each other to understand what has happened during the year. The Income and 
Expenditure Account complies with the 2009 SORP and UK GAAP, whereas the 
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Statement of Movement is calculated in accordance with the requirements of the 
Local Government and Housing Act 1989. 

 
1.16 Therefore, the total of these two statements gives the General Fund surplus for the 

year as demonstrated below: 
 
 

 £k 
Surplus on General Fund Income and Expenditure Account (6,759) 
Deficit suffered on the Statement of Movement on the GFB   6,532 
Increase in General Fund Balance (227) 
General Fund Balance @ 31 March 2009 B/fwd (2,161) 
General Fund Balance @ 31 March 2010 (2,388) 

 
 
1.17 Statement of Total Recognised Gains and Losses 

The financial highlights for the Statement of Total Recognised Gains and Losses are 
given below: 
 

• During the year, the Council’s net worth has decreased by £5,103k. This is 
primarily due to the downward revaluation of the pension fund of £15,552k 
offset by upward revaluations of operational assets and an increase in 
reserve balances totaling £10,449k. 

 
 
1.18 Balance Sheet 

The financial highlights for the Balance Sheet are shown below: 
 

• Capital expenditure amounted to £3,382k during the year.   
• The major items of capital expenditure were £1,301k spent on housing 

related grants and affordable housing projects, a key element of the Council’s 
Corporate Plan and £1,259k on council house improvements. 

 
• Capital expenditure was financed through the sale of assets, capital grants 

and internal cash flow without the need to enter into any long term borrowing. 
 
1.19 Cash Flow Statement 

The financial highlights for the cash flow statement are given below: 
 

• The Council had a net cash inflow during 2009/10 of £1,818k. It also 
achieved an average rate of return of 0.25% on all overall cash 
deposits/investments. 

 
 

1.20 Housing Revenue Account (HRA) Income and Expenditure Account 
The financial highlights for the HRA Income and Expenditure Account are given 
below: 
 

• The Council has achieved a surplus of £10,330k on this account. 
 
1.21 Statement of Movement on the HRA Balance 

The financial highlights for the Statement of Movement on the HRA Balance are given 
below: 
 

• The Council has suffered a deficit of £10,779k on this account. 
 
1.22 Both the HRA Income and Expenditure Account and the Statement of Movement on 

the HRA Balance need to be looked at in conjunction with each other to understand 
what has happened during the year. The Income and Expenditure Account complies 
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with the 2009 SORP and UK GAAP, whereas the Statement of Movement is 
calculated in accordance with the requirements of the Local Government and Housing 
Act 1989. 

 
1.23 Therefore, the total of these two statements gives the HRA Surplus for the year as 

demonstrated below: 
 

 
 £k 
Surplus on the HRA Income and Expenditure Account (10,330) 
Deficit achieved on the HRA Statement of Movement 10,779 
Decrease in Housing Revenue Account Balance in year 449 
HRA Balance @ 31 March 2009 B/fwd (1,892) 
HRA Balance @ 31 March 2010 (1,443) 

 
 
 
 
 
1.24 Major Repairs Reserve (MRR) 
 

The Housing Revenue Account also holds a MRR. This reserve effectively carries 
forward any unspent major repairs allowance. During 2009/10 two major projects 
were delayed, the Willand heating system and a major roofing project. The table 
below reconciles the amount held in the MRR which will be used to deliver the two 
aforementioned projects in 2010/11. 

                               
  

 £k 
Major Repairs Reserve @ 31 March 2009 (143) 
Slippage in 2009/10 programme (605) 
Major Repairs Reserve @ 31 March 2010 (748) 

 
 
1.25     The Collection Fund 

The financial highlights for the Collection Fund are given below: 
 

• The Collection Fund made a deficit of £11k in the year after crediting £150k 
to the General Fund in relation to prior year surpluses.  

• The council tax collection rate achieved in the year was 98.0%. 
• The Council set a Band D equivalent council tax rate of £179.46 in 2009/10. 

This represented a 2.5% increase from the 2008/09 rate of £175.08. 
 

1.26 Pension Fund 
The financial highlights of the pension fund are: 
 

• Pension assets have increased to £40,422k. 
• Pension liabilities have increased to £82,489k. 
• Unfunded liabilities have decreased to £1,405k. 
• The net deficit on the fund is £43,472k 
 

The requirement to recognise the net pension liability on the Balance Sheet arises 
from Financial Reporting Standard 17 “Retirement Benefits”.  FRS 17 requires all 
councils and other businesses to disclose pension assets and liabilities within the 
Balance Sheet. Further analysis of the pension movements can be found in the notes 
following the core financial statements. 
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1.27 Valuation of Property Portfolio 
In preparation for the movement to full IFRS accounts the Council has had all of its 
assets revalued as at the 31 March 2010.  
 

1.28 Heritable Bank Investment 
The most recent information supplied by the Administrator on the 12 April 2010 
confirmed the third dividend payment of 6.19p in the £1, which equated to £68,355. 
This means the Council has now received three dividend payments totaling £386k 
against the original deposit of £1.1m during 2009/10. The Administrators report refers 
to another dividend due in the next 3 months (but did not specify an amount). The 
most up to date guidance still estimates a total repayment in the region of 79/85p in 
the £1 between 2010-12 and to this effect we have charged the Income & 
Expenditure Account with an estimated loss of £231k based on the lower level of 
potential return (i.e. £1.1m * 21% = £231k). 
 
 

1.29 Post Balance Sheet Event 
The new coalition government recently announced a change in accounting valuation 
for pension liabilities, which will now be based upon the consumer price index (CPI) 
rather than the previously used retail price index (RPI). Past trends do reflect that the 
CPI is approximately 0.5% lower than the RPI. The Council’s actuary has adjusted 
the assumptions used to calculate the overall fund liability based on the use of CPI 
and has estimated that the overall liability should have been £3.9m lower than shown 
in the approved accounts. 
 
 

1.30 Planning for the implementation of International Financial Reporting Standards 
(IFRS) 
The Council has undertaken fundamental asset reviews and reviewed current leasing 
arrangements during 2009/10. It has also regularly briefed the Audit Committee with 
progress reports on the implications on moving to IFRS compliant accounts and high 
lighted any additional resource or budgetary implications associated with the move. 
Whilst completing the 2009/10 accounts finance officers have considered the 
necessary changes that will be required to the year end figures that will have to be 
restated under IFRS. The finance team will continue to participate in the Devon-wide 
working group assessing the changes required by the move to IFRS and maintain a 
dialogue with the Audit Commission on how they will be interpreting and hence 
auditing under IFRS.  
 
 

1.31 The Financial Future of Mid Devon 
Looking to the future the Council faces the very real possibility of a significant 
reduction in Central Government funding from 2011/12 onwards. Many commentators 
have discussed reductions of around 20% which would equate to an approximate 
reduction of funding of approximately £1.2m based on our 2009/10 grant settlement 
of £6,059k. With a view to strategically plan for this likelihood Finance officers will be 
meeting with all Service Managers to assess how they can continue to provide high 
quality services with a range of reduced funding scenarios. This analysis will provide 
the initial groundwork for an updated Medium Term Financial Plan which will be 
considered by Members in October 2010. Throughout this process the Council will 
continue to focus on the priorities contained within its recently updated Corporate 
Plan and prioritise its available resources, both revenue and capital, more efficiently 
to support these priorities. 

 
 
 
 

Andrew Jarrett 
Financial Services Manager 
29 June 2010 



10 

2.0 STATEMENT OF ACCOUNTING POLICIES 
 
 
2.1 General Principles 

The Annual Report and Accounts summarises the Council’s transactions for the 2009/10 
financial year and its position at the year end of 31 March 2010. It has been prepared in 
accordance with the “Code of Practice on Local Authority Accounting in the United 
Kingdom 2009 - A Statement of Recommended Practice” (the SORP). The accounting 
convention adopted is historical cost, modified by the revaluation of certain categories of 
tangible fixed assets.  
 

2.1A Accounting for Local Taxes 
 
As we act as an agent for major preceptors, the tax we are collecting on behalf of large 
preceptors will be shown as an asset/liability in our balance sheet, not accumulated in our 
own balances as it had been in previous years. This clarifies the situation that the money 
collected or outstanding is not an asset or liability of Mid Devon District Council, but of the 
preceptor. This change will result in a Prior Year adjustment, so the 2008/09 figures will 
be adjusted in the Statement of Accounts to reflect this change. 
 

2.2 Accruals and Prepayments of Income and Expenditure 
Activity is accounted for in the year that it takes place, not simply when cash payments 
are made or received. In particular:  
 

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

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

• Works are charged as expenditure when they are completed, before which they 
are carried as works in progress on the Balance Sheet. 

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

• Where income and expenditure have been recognised but cash has not been 
received or paid, a debtor or creditor for the relevant amount is recorded in the 
Balance Sheet.  

 
2.3 Debtors and Creditors 

The accounts of the Council are maintained on an accruals basis in accordance with the 
Code of Practice and FRS 18. Debtors and creditors are raised based on either known 
amounts or best estimates. 
 
All significant sums due to the Council are recorded in the accounts at the time they 
become due; the debtors appearing in the balance sheet therefore represent sums due to 
the Council which had not been received at 31 March 2010. Where it is doubtful that 
debts will be settled the balance of debtors is written down and a charge made to revenue 
for the income that might not be collected. 
 
Creditors included in the balance sheet relate to goods and services received or rendered 
during the year of account where payment has not been made by 31 March 2010. 
 

2.4 Provisions 
Provisions are made where an event has taken place that gives the Council an obligation 
that probably requires settlement by a transfer of economic benefits, but where the timing 
of the transfer is uncertain. For instance, the Council may be involved in a court case that 
could eventually result in the making of a settlement or the payment of compensation. 
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Provisions are charged to the appropriate service revenue account in the year that the 
Council becomes aware of the obligation, based on the best estimate of the likely 
settlement. When payments are eventually made, they are charged to the provision set up 
in the Balance Sheet. Estimated settlements are reviewed at the end of each financial 
year – where it becomes more likely than not that a transfer of economic benefits will not 
now be required (or a lower settlement than anticipated is made), the provision is 
reversed and credited back to the relevant service revenue account. 
 
Where some or all of the payment required to settle a provision is expected to be met by 
another party (e.g. from an insurance claim), this is only recognised as income in the 
relevant service revenue account if it is virtually certain that reimbursement will be 
received if the obligation is settled. 
 
For this set of accounts the Council has no provisions. 
 

2.5 Reserves 
The Council sets aside specific amounts as reserves for future policy purposes or to cover 
contingencies. Reserves are created by appropriating amounts in the Statement of 
Movement on the General Fund Balance. When expenditure to be financed from a 
reserve is incurred, it is charged to the appropriate service revenue account in that year to 
score against the Net Cost of Services in the Income and Expenditure Account. The 
reserve is then appropriated back into the Statement of Movement on the General Fund 
Balance Statement so that there is no net charge against council tax for the expenditure.  
 
Certain reserves are kept to manage the accounting processes for tangible fixed assets  
and retirement benefits and that do not represent usable resources for the Council – 
these reserves are explained in the relevant polices below.   
 

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

2.7 Retirement Benefits 
Employees of the Council are members of the Local Government Pensions Scheme 
(LGPS), administered by Devon County Council.  
 
The scheme provided defined benefits to members (retirement lump sums and pensions), 
earned as employees worked for the Council.  
 
The Local Government Pensions Scheme 
The LGPS is accounted for as a defined benefits scheme:  
 

• The liabilities of the Devon County Council pension scheme attributable to the 
Council are included in the Balance Sheet on an actuarial basis using the 
projected unit method i.e. an assessment of the future payments that will be 
made in relation to retirement benefits earned to date by employees, based on 
assumptions about mortality rates, employee turnover rates etc, and projections 
of projected earnings for current employees. 

 
• Liabilities are discounted to their value at current prices using the annualised yield 

on the iBoxx credit index over the fifteen year AA rated non-gilt bond index. 
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• The assets of the Devon County Council pension fund attributable to the Council 
are included in the Balance Sheet at their fair value: 

 
- quoted securities – current bid price 
- unquoted securities – estimate of fair value 
- unitised securities – average of the bid and offer rates 
- property – market value 

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

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

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

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

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

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

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

- contributions paid to the Devon County Council pension fund – cash paid 
as employer’s contributions to the pension fund 

 
Statutory provisions limit the Council to raising council tax to cover the amounts payable 
by the Council to the pension fund in the year. In the Statement of Movement on the 
General Fund Balance this means that there are appropriations to and from the Pensions 
Reserve to remove the notional debits and credits for retirement benefits and replace 
them with debits for the cash paid to the pension fund and any amounts payable to the 
fund but unpaid at year-end. 

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

2.8 Value Added Tax 
Income and expenditure excludes any amounts related to VAT as all VAT collected is 
payable to HM Revenue and Customs and all VAT paid is recoverable from it, except 
where the Council is unable to recover VAT.  
 

2.9 Overheads and Support Services 
The costs of overheads and support services are charged to those that benefit from the 
supply or service in accordance with the costing principles of the CIPFA “Best Value 



13 

Accounting code of Practice 2008 (BVACOP)”. The total absorption costing principle is 
used – the full cost of overheads and support services are shared between users in 
proportion to the benefits received, with the exception of: 
 

• Corporate and Democratic Core – costs relating to the Council’s status as a multi-
functional, democratic organization 

 
 

• Non-Distributed Costs – the cost of discretionary benefits awarded to employees 
retiring early and any deprecation and impairment losses chargeable to non-
operational properties. 

 
These two cost categories are defined in BVACOP and accounted for as separate 
headings in the Income and Expenditure Account, as part of Net Cost of Services. 
 

2.10 Intangible Fixed Assets 
Expenditure on assets that do not have physical substance but are identifiable and 
controlled by the Council (e.g. software licenses) used to be capitalised when it brought 
benefits to the Council for more than one financial year. The balance was then amortised 
to the relevant service revenue account over the economic life of the investment to reflect 
the pattern of the consumption of benefits.  
 
Capitalised internally developed software costs associated with in-house commissioning 
and configuration of software have been amortised over one year as there is no readily 
ascertainable market value. 
 

2.11 Tangible Fixed Assets 
Tangible fixed assets are assets that have physical substance and are held for use in the 
provision of services or for administrative purposes on a continuing basis.  
 
Recognition: expenditure on the acquisition, creation or enhancement of tangible fixed 
assets is capitalised on an accruals basis, provided that it yields benefits to the Council 
and the services that it provides for more than one financial year. Expenditure that 
secures but does not extend the previously assessed standards of performance of asset 
(e.g. repairs and maintenance) is charged to revenue as it is incurred. Expenditure is 
treated as revenue in nature unless the expenditure exceeds £20k. 
 
Measurement: assets are initially measured at cost, comprising all expenditure that is 
directly attributable to bringing the asset into working condition for its intended use. 
Assets are then carried in the Balance Sheet using the following measurement bases: 
 

• investment properties and assets surplus to requirements – lower of net current 
replacement cost or net realisable value 

• dwellings, other land and buildings, vehicles, plant and equipment – lower of net 
current replacement cost or net realisable value in existing use 

• infrastructure and community assets – depreciated historical cost 
 
Net current replacement cost is assessed as: 
 

• non-specialised operational properties – existing use value 
• specialised operational properties – depreciated replacement cost 
• investment properties and surplus assets – market value 

 
Assets included in the Balance Sheet at current value are revalued where there have 
been material changes in the value but as a minimum every five years. Increases in 
valuations are matched by credits to the Revaluation Reserve to recognise unrealised 
gains. Exceptionally, gains might be credited to the Income and Expenditure Account 
where they arise from the reversal of an impairment loss previously charged to a service 
revenue account. 
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In order to assist the movement to full IFRS compliant accounts all of the Council property 
assets were revalued as at the 31 March 2010. 
 
The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, 
the date of its formal implementation. Gains arising before that date have been 
consolidated into the Capital Adjustment Account. 
 
 
Impairment: the values of each category of assets and of material individual assets that 
are not being depreciated are reviewed at the end of each financial year for evidence of 
reductions in value. Where impairment is identified as part of this review or as a result of a 
valuation exercise this is accounted for by: 
 

• where attributable to the clear consumption of economic benefits – the loss is 
charged to the relevant service revenue account 

• otherwise – written off against any revaluation gains attributable to the relevant 
asset in the Revaluation Reserve with any excess charge 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. 
 
Disposals: when an asset is disposed of or decommissioned the value of the asset in the 
Balance Sheet is written off to the Income and Expenditure Account as part of the gain or 
loss on disposal. Receipts from disposals are credited to the Income and Expenditure 
Account as part of the gain or loss on disposal (i.e. netted off against the carrying value of 
the asset at the time of disposal). Any revaluation gains in the Revaluation Reserve are 
transferred to the Capital Adjustment Account.  
 
Amounts in excess of £20k are categorised as capital receipts. A proportion of receipts 
relating to housing disposals (75% for dwellings, 50% for land and other assets, net of 
statutory deductions and allowances) is payable to the Government. The balance of 
receipts is required to be credited to the Usable Capital Receipts Reserve and can then 
only be used for new capital investment or set aside to reduce the Council’s underlying 
need to borrow (the capital financing requirement). Receipts are appropriated to the 
Reserve from the Statement of Movement on the General Fund Balance. 
 
The written-off value of disposals is not a charge against council tax, as the cost of fixed 
assets is fully provided for under separate arrangements for capital financing. Amounts 
are appropriated to the Capital Adjustment Account from the Statement of Movement on 
the General Fund Balance. 
 

 Depreciation: depreciation is provided for on all assets with a determinable finite life 
(except for investment properties), by allocating the value of the asset in the Balance 
Sheet over the periods expected to benefit from their use. 
 
Depreciation is calculated on the following bases: 
 
• council dwellings - depreciation relates to the Major Repairs Allowance (MRA) 

calculated by the Government. In the professional opinion of the Finance Manager 
and the District Valuer the MRA provides a reasonable measure of depreciation as it 
calculates the required expenditure on individual building elements that fall due for 
replacement  

• other buildings – straight-line allocation over the life of the property as estimated by 
the Valuer 

• Vehicles plant and equipment – straight-line allocation over the life of the asset as 
estimated by a suitably qualified and experienced officers. Examples of the sort of 
time scales are given below: 
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Plant                          - Expected asset life of 10 years 
Vehicles                     - Expected asset life of  7 years 
Specialist equipment  - Expected asset life of 3 to 5 years 

• infrastructure – straight-line allocation over the life of the property as estimated by the 
Valuer 

• non operational assets are not depreciated 
 
Where an asset has major components with different estimated useful lives, these are 
depreciated separately. Currently the Council has identified no such 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. 
 
 
Grants and contributions: where grants and contributions are received that are 
identifiable to fixed assets with a finite useful life, the amounts are credited to the 
Government Grants Deferred Account. The balance is then written down to revenue to 
offset depreciation charges made for the related assets in the relevant service revenue 
account, in line with the depreciation policy applied to them. 

 
2.12 Charges to Revenue for Fixed Assets 

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

• depreciation attributable to the assets used by the relevant service 
• 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 

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

2.13 Revenue Expenditure Funded from Capital under Statute (REFCUS) – (Previously 
known as Deferred Charges) 
REFCUS represent expenditure that may be capitalised under statutory provisions but 
does not result in the creation of tangible assets. REFCUS incurred during the year have 
been written off as expenditure to the relevant service revenue account in the year. 
Where the Council has determined to meet the cost of the REFCUS from existing capital 
resources or by borrowing, a transfer to the Capital Adjustment Account then reverses out 
the amounts charged in the Statement of Movement on the General Fund Balance so 
there is no impact on the level of council tax. 
 

2.14 Leases 
Operating Leases 
All Council leasing is undertaken via operating leases. Rentals payable are charged to the 
relevant service revenue account on a straight-line basis over the term of the lease, 
generally meaning that rentals are charged when they become payable. 
 

2.15 
 

Financial Liabilities 
Financial liabilities are initially measured at fair value and carried at their amortised cost. 
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 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 borrowing this means that the amount presented in the 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. 
 
 
As the Council is debt free and has not entered into any external borrowing since 
2003/04, there is a limited requirement to account for any financial liabilities. 
 

2.16 Financial Assets 
Financial assets are classified into two types: 
 

• loans and receivables  – assets that have fixed or determinable payments but are 
not quoted in an active market 

• available-for-sale-assets – assets that have a quoted market price and/or do not 
have fixed or determinable payments 

 
Loans and receivables 
Loans and receivables are initially measured at fair value and accrued 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. 
 
However, the Council has a number of loans to voluntary organisations and employees at 
less than market rates (soft loans). When soft loans are made, a loss is usually recorded 
in the Income and Expenditure Account for the present value of the interest that will be 
foregone over the life of the instrument, resulting in a lower amortised cost than the 
outstanding principal. Interest would then be credited at a marginally higher effective rate 
of interest than the rate receivable from the voluntary organisations and employees, with 
the difference serving to increase the amortised cost of the loan in the Balance Sheet. 
Statutory provisions require that the impact of soft loans on the General Fund Balance is 
the interest receivable for the financial year – the reconciliation of amounts debited and 
credited to the Income and Expenditure Account to the net gain required against the 
General Fund Balance is managed by a transfer to or from the Financial Instruments 
Adjustment Account in the Statement of Movement on the General Fund Balance. 
 
However, due to the immaterial balances of the Council’s soft loans no adjustment has 
been made to their carrying value in the Balance Sheet and, therefore, there has also 
been no adjustment to the interest charged through the Income and Expenditure Account. 
 
Where assets are identified as impaired because of a likelihood arising from a past event 
that payments due under the contract will not be made, the asset would be written down 
and a charge made to the Income and Expenditure Account. 
 
Any gains and losses that arise on the derecognition of the asset, would be credited or 
debited to the Income and Expenditure Account. 
 
Available-for-sale Assets 
Available-for-sale assets are initially measured and carried at fair value. Where the asset 
has fixed or determinable payments, annual credits to the Income and Expenditure 
Account for interest receivable are based on the amortised cost of the asset multiplied by 
the effective rate of interest for the instrument. Where there are no fixed or determinable 
payments, income (e.g. dividends) is credited to the Income and Expenditure Account 
when it becomes receivable by the Council. 
 
Assets are maintained in the Balance Sheet at fair value. Values are based on the 
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following principles: 
 

• instruments with quoted market prices – the market price 
• other instruments with fixed and determinable payments – discounted cash flow 

analysis 
• equity shares with no quoted market prices – independent appraisal of company 

valuations 
 
Changes in fair value are balanced by an entry in the Available-for-sale Reserve and the 
gain/loss is recognised in the Statement of Total Recognised Gains and Losses (STRGL). 
The exception is where impairment losses have been incurred – these are debited to the 
Income and Expenditure Account, along with any net gain/loss for the asset accumulated 
in the Reserve. 
 
Where assets are identified as impaired because of a likelihood arising from a past event 
that payments due under the contract will not be made, the asset is written down and a 
charge made to the Income and Expenditure Account. 
 
Any gains or losses that arise on the derecognition of the asset are credited/debited to the 
Income and Expenditure Account, along with any accumulated gains/losses previously 
recognised in the STRGL. 
 
Where fair value cannot be measured reliably, the instrument is carried at cost (less any 
impairment losses). 
The Council does not currently make investments for longer than one year; the average 
investment period in 2009/10 was 47 days. As all investments are lent at a fixed rate and 
for short periods it was not considered necessary to calculate a fair value for the Balance 
Sheet. 
 
The Council has given no financial guarantees that may give rise to a liability under these 
arrangements.  
 

2.17 Stocks and Work in Progress 
Stocks are included in the Balance Sheet at average cost. This is a departure from the 
requirement of the SORP, which require stocks to be shown at the lower of cost and net 
realisable value. However, the effect of this alternative treatment is not considered to be 
material.  Work in progress on uncompleted jobs is valued at cost including allocation of 
overheads. 
 

2.18 Interests in Companies and Other Entities 
All details of financial arrangements with external parties are contained in a joint 
arrangements register. A review of the register has shown that the Council has no 
material interests in companies and other entities that have the nature of subsidiaries,  
associates or joint ventures and, therefore, there is no requirement to prepare group 
accounts.  
 

2.19 Private Finance Initiative (PFI) 
PFI contracts are agreements to receive services, where the responsibility for making 
available the fixed assets needed to provide the services passes to the PFI contractor. 
Payments made by the Council under a contract are generally charged to revenue to 
reflect the value of services received in each financial year. 
 
During 2009/10 the Council entered into no such PFI arrangements. 
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3.0      THE STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS  
 
3.1 The Authority’s Responsibilities 
 
 The authority is required to: 
 

•  make arrangements for the proper administration of its financial affairs and to 
 secure that one of its officers has the responsibility for the administration of those 
 affairs.  In this authority that officer is the Financial Services Manager. 

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

 and safeguard its assets. 
 

•  approve the statement of accounts. 
 
3.2 The Financial Services Manager’s Responsibilities 
 

 The Financial Services Manager is responsible for the preparation of the Authority’s 
Statement of Accounts in accordance with the proper practices as set out in the 
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 
(“the Code of Practice”). 

 
 In preparing this Statement of Accounts, the Financial Services Manager 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 Financial Services Manager has also: 
 

•  kept proper accounting records which were up to date 
 

•  taken reasonable steps for the prevention and detection of fraud and other 
 irregularities. 

 
3.3 Opinion 
 

 In my opinion the Statement of Accounts gives a true and fair view of the financial 
position of the authority at the accounting date and its income and expenditure for the 
year ended 31 March 2010. 

 
 
 
 
 
Date: ……………………………… 

 
Signature: ……………………………………………………….. 
 

 
 
Andrew Jarrett – CPFA 
Financial Services Manager 
Mid Devon District Council 
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4.0       CHIEF FINANCIAL OFFICER’S CERTIFCIATE 
 

I certify that the accounts set out in the following pages, gives a true and fair view of 
the financial position of the Council at 31 March 2010. 

 
The date on which the Statement of Accounts was authorised for issue by the 
Finance Manager was 29 June 2010. 

 
This is also the date up to which events after the Balance Sheet date have been 
considered. 

 
 
 
              Approved by the Finance Manager 
 
 
 
 ………………………………………………… 
 
 
 Andrew Jarrett - CPFA 
 
 

Approved by the Chairman of the Audit Committee 
 
 
 

            ………………………………………………… 
 
 
 
Peter A D Spencer 
 
 
Approved by the Leader of the Council 
 
 
 
…………………………………………………. 
 
 
Peter H D Hare-Scott 
 
 
 
 
 
Approved at a meeting of the Audit Committee on 29 June 2010 

 



5.0 INCOME AND EXPENDITURE ACCOUNT

2008/09

Restated Net 
Expenditure

Gross 
Expenditure

Gross 
Income

Net 
Expenditure

£000 £000 £000 £000
595 Central services to the public 5,800 (5,282) 518

6,344 9,366 (3,088) 6,278
393 559 (191) 368

25,686 Local authority housing (HRA) 1,074 (11,166) (10,092)
1,812 Other housing services 18,097 (16,966) 1,131
1,501 Corporate and democratic core 2,193 (136) 2,057

345 Non distributed costs 269 (428) (159)
36,676 Net Cost of Services (1) 37,358 (37,257) 101

1,141 Deficit/(surplus) on trading activites 1,912
(64) (Gain)/loss on the disposal of fixed assets (148)

(131) Other operating income (76)
762 Parish council precepts 828

1 0
226 507

0 231
(373) Interest and investment income (28)

304 Investment Impairment (304)
1,180 2,258

39,722 Net Operating Expenditure 5,281

(5,572) Demand on the Collection Fund (5,819)

(150) (150)
2 Collection Fund Balance Adjustment (2) 11

(725) General government grants (1,136)
(5,212) Non domestic rates redistribution (4,923)

0 Area Based Grant (23)
0 0

28,065 (Surplus)/Deficit for the Year (6,759)

Note (1)  - a more detailed breakdown of the Net Cost of Services is shown in the Service Expenditure Analysis on page 26.

Note (2) - the 2008/09 accounts have been restated to reflect the change in accounting treatment of the Collection Fund

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.

2009/10

Cultural, environmental and planning services

Pensions interest cost and expected return on pensions assets

Transfers to/from the collection fund in respect of (surpluses)/deficits

Local authority business incentive scheme grant

Highways, roads and transport services

Interest payable and similar charges
Contribution of housing capital receipts to Government Pool
Investment losses

20



6.0

  consumed.

  council tax.

2008/09 2009/10

£000 £000

28,065
(Surplus)/Deficit for the year on the Income and Expenditure 
Account (6,759)

(28,722)

Net additional amount required by statute and non-statutory 
proper practices to be debited or credited to the General Fund 
Balance for the year 6,532

(657) (Increase) Decrease in General Fund Balance for the Year (227)

(1,504) General Fund Balance brought forward (2,161)
(2,161) General Fund Balance carried forward (2,388)

(2,161)
Amount of General Fund Balance generally available for new 
expenditure (2,388)

reserves earmarked for future expenditure.

  Income and Expenditure Account but is met from the usable capital receipts balance rather 

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

The General Fund Balance compares the Council's spending against the council tax that it 

- retirement benefits are charged as amounts become payable to pension funds and 

  rather than as future benefits are earned.

for the year, taking into account the use of reserves built up in the past and contributions to 

STATEMENT OF MOVEMENT ON THE GENERAL FUND BALANCE 

The Income and Expenditure Account shows the Council's actual financial performance for the 
year, measured in terms of the resources consumed and generated over the last twelve 
months.  However, the Council is required to raise council tax on a different accounting basis, 
the main differences being:

- capital investment is accounted for as it is financed, rather than when the fixed assets are

- the payment of a share of housing capital receipts to the Government scores as a loss in the
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NOTES TO THE STATEMENT OF MOVEMENT ON THE GENERAL FUND BALANCE

6.1

Restated

2008/09

£000 £000 £000

Amounts included in the Income and Expenditure Account but required 
by statute to be excluded when determining the Movement on the 
General Fund Balance for the year.

(29,491) Depreciation and impairment of fixed assets 6,973

(304) Investment Impairment 304

(2) Collection Fund Balance Adjustment (11)

83 Amortisation of premiums (HRA) 83

247 Government Grants Deferred amortisation 151

(1,293) Revenue expenditure funded from capital under statute (REFCUS) (265)

195 Reversal of gain/(loss) on sale of fixed assets (incl. other oper. Income) 224

(2,470) Net charges made for retirement benefits in accordance with FRS 17 (3,380)

(33,035) 4,079

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

54 Minimum revenue provision for capital financing 71

2,243 Capital expenditure charged in-year to the General Fund Balance 276

(226)
Transfer from Usable capital receipts to meet payments to the Housing 
Capital Receipts Pool (507)

1,800
Employer's contributions payable to the Devon Pension Fund and retirement 
benefits payable direct to pensioners 1,927

3,871 1,767

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

336 Net transfers to or (from) earmarked reserves 1,135

106 Housing Revenue Account surplus/(deficit) for the year (449)

442 686

(28,722)
Net additional amount required to be credited to the General Fund 
balance for the year 6,532

The 2008/09 accounts have been restated to reflect the change in accounting treatment of the Collection Fund

Note of Reconciling Items for the Statement of Movement on the General Fund Balance

The table breaks down the amounts apart from the outturn on the Income and Expenditure Account required by statute or 
non-statutory proper practices to be debited or credited to the General Fund for the year.

2009/10
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7.0

2008/09  2009/10

£000 £000

28,065 (Surplus)/Deficit for the year on the Income and Expenditure Account (6,759)

884 Surplus arising on revaluation of fixed assets (2,164)

9,510 Actuarial (gains)/ losses on pension fund assets and liabilities 14,099

(2,298) Other movements required to be included in the STRGL (73)
36,161 Total recognised (gains)/losses for the year 5,103

This statement brings together all the gains and losses of the Council for the year and shows the total 
movement in the Council's net worth for the year. In addition to the surplus or deficit generated on the 
Income and Expenditure Account, it includes revaluation gains and losses relating to fixed assets, 
unrealised gains and losses on the fair value of available-for-sale financial assets and actuarial gains and 
losses relating to retirement benefits.

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES (STRGL)
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8.0 BALANCE SHEET AS AT 31 MARCH 2010

31 March 2009 Notes
Restated

£000 £000 £000
Fixed assets

0 Intangible Fixed assets 10.19 0

Tangible Fixed Assets
Operational assets: 10.12

151,163 Council Dwellings 161,270
30,490 Other Land & Buildings 32,997

838 Vehicles Plant & Equipment 726
0 Infrastructure Assets 209

506 Community Assets 497

Non operational assets: 10.12
3,440 Investment Properties - tfr to OLB in 09/10 0

725 Assets Under Construction 30
187,162 Total fixed assets 195,729

Long -term Debtors
23 - Housing Mortgages 16
19 - Assisted Car Purchase Loans 15
19 - Recreation Loans 13

44
187,223 Total long-term assets 195,773

Current assets

156 Stocks and Work in Progress 166
3,086 Debtors (net of bad debt provision) 10.23 3,587
2,296 Short Term Investments 10.25 1,483
2,106 Cash & Bank 10.26 3,924
7,644 9,160

194,867 Total assets 204,933

Current liabilities
(2,875) Creditors 10.24 (2,449)

0 Cash & Bank 0
(2,875) (2,449)

191,992 Total assets less current liabilities 202,484

Long term Liabilities
(27,920) Liability related to defined benefit pension scheme 10.9 (43,472)
(4,082) Government grants and capital contributions deferred 10.27 (4,125)

(32,002) (47,597)

159,990 Total assets less liabilities 154,887

Financed by:
3,083 Revaluation Reserve 10.29 4,903

178,075 Capital Adjustment Account* 10.30 184,997
(627) Financial Instruments Adjustment Account 10.31 (241)

243 Usable Capital Receipts Reserve 10.32 234
(27,920) Pension Reserve 10.9 (43,472)

1,892 HRA Balance 12.0 1,443
143 Major Repairs Reserve Balance 13.4 748

2,161 General Fund Balance 6.0 2,388
2,709 Earmarked Reserves 10.33 3,680

189 Collection Fund Adjustment Account 10.34 178
23 Deferred Capital Receipts 10.35 16
19 Deferred Credits 10.36 13

159,990 Total net worth 154,887

The 2009 SORP has included a change in accounting policy for the Collection Fund. All billing authorities are
now required to remove all debtor/creditor balances in respect of precepting authorities. This change in 
accounting policy has resulted in the restatement of the 2008/09 balances for both debtors and creditors.

31 March 2010

The Balance Sheet is fundamental to the understanding of the Council's financial position at the year-end. It shows its balances 
and reserves and its long-term indebtedness and the fixed and net current assets employed in its operations, together with 
summarised information on the fixed assets held.

24



9.0 CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2010

Restated Notes

2008/09

£000 £000 £000

REVENUE ACTIVITIES

Cash Outflows

(12,588) Cash paid to and on behalf of employees (12,612)

(14,822) Other operating cash payments (16,962)

(7,504) Housing benefit paid out (9,673)

(5,081) Other government grants (5,480)

0 0

0 Precepts paid

(39,995) (44,727)

Cash Inflows

4,795 Rents (after rebates) 4,592

4,465 Council tax receipts 4,612

0 Precepts received

5,212 National non-domestic rates receipts from national pool 4,923

0 Non-domestic rates receipts

726 Revenue support grant 1,136

18,644 Department of Works and Pensions grants and rebates 20,663

1,643 Other Government Grants 735

5,334 Cash received for goods and services 7,658

1,781 Other operating cash receipts - Leisure 1,779

42,600 46,098

2,605 Net Cash Inflow/(Outflow) Revenue Activities 10.48 1,371

300 Net Cash Inflow/(Outflow) Revenue Activities 10.48 1,371

RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
(1) Cash outflows - Interest paid 0

401 Cash inflows - Interest received 28
400 28

CAPITAL ACTIVITIES
Cash Outflows

(1,093) Purchase of fixed assets (591)
(2,268) Other capital cash payments (1,884)

(299) Payment of improvement grants (478)
(523) Housing association grant (587)

(4,183) (3,540)
Cash Inflows

477 Sale of fixed assets - net of pooling 781
216 Renovation grant income 231
282 Private sector housing grants 505

1,775 Major repairs allowance 1,863
293 Other Government grants 165

7 Mortgages 7
338 Other capital cash receipts 124

3,388 3,676

(95) Net Cash Inflow/(Outflow) before Financing 1,535

National non-domestic rates payments to national pool

2009/10

This consolidated statement summaries the inflows and outflows of cash arising from transactions with third parties for 
revenue and capital purposes. Cash is defined for the purpose of this statement as cash in hand and deposits 
repayable on demand less overdrafts repayable on demand.



MANAGEMENT OF LIQUID RESOURCES
2,058 Net (increase)/decrease in short term deposits 10.51 813
(144) Net increase/(decrease) in NNDR receipts and payments (558)
(652) Net increase/(decrease) in Precepts paid and received 28
1,262 283

FINANCING
Cash Outflows
Repayment of investment

0 Repayment of short term loans 0
0 0

Cash Inflows
New short term investments

0 New short term loans raised 0
0 0

1,167 INCREASE/(DECREASE) IN CASH 10.53 1,818

Note - due to the revised 2009 SORP we have removed all of the Collection Fund transactions relating to the
transactions owed to/from the other major preceptors who levy precepts within the District. This change in
accounting policy has required an adjustment of the 2008/09 reported accounts.



NOTES TO THE INCOME AND EXPENDITURE ACCOUNT

10.1A Prior Year Adjustment

Due to the change in the SORP relating to the accounting for the Collection Fund which required the removal of all the amounts 
owed to/from the major preceptors the following adjustments were required to the 2008/09 Accounts.

Page Original Restated Reason
Number 2008/09 Adjustment 2008/09

£000 £000 £000

20 0 2 2 Coll Fund Adjustment
20 28,063 2 28,065 Change to Deficit in Year
21 28,063 2 28,065 Change to Deficit in Year - cfwd to SMGFB
21 (28,720) (2) (28,722) Change to net amount required by statute - SMGFB
22 0 (2) (2) Reversal of Coll Fund Adjustment
23 28,063 2 28,065 Change in Deficit cfwd to STRGL
24 4,282 (1,196) 3,086 Debtor balance reduced for amounts owed by major preceptors
24 (4,071) 1,196 (2,875) Creditor balance reduced for amounts owed to major preceptors
25 (496) 796 300 Change in Cash Flow Statement to adjust for Collection Fund 
25 0 (144) (144) Change in Cash Flow Statement to adjust for Collection Fund 
25 0 (652) (652) Change in Cash Flow Statement to adjust for Collection Fund 
37 4,282 (1,196) 3,086 See above comment relating to the removal of Coll Fund debtors
38 (4,071) 1,196 (2,875) See above comment relating to the removal of Coll Fund creditors
44 6,578 (1,196) 5,382 Reduced figure to removal Coll Fund debtors
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10.0

10.1 Service Expenditure Analysis

2008/09 
Actual

Net 
Expenditure

Gross 
Expenditure Gross Income

Net 
Expenditure

£000 £000 £000 £000
CENTRAL SERVICES TO THE PUBLIC

401 Local Tax Collection 5,351                    (4,997) 354
148 Elections 285                       (139) 146
22 Emergency Planning 23                         0 23
24 Local Land Charges 141                       (146) (5)
0 General Grants, Bequests & Donations 0

595 5,800 (5,282) 518
CULTURAL, ENVIRONMENTAL & PLANNING SERVICES

106 Culture & Heritage 1 0 1
283 Recreation & Sport - see Trading Activities 0 0 0
16 Tourism 68 0 68

741 Open Spaces 978 (186) 792
106 Administrative Buildings 31 (122) (91)
192 Cemetery, Cremation & Mortuary 303 (82) 221

0 Community Safety 136 (76) 60
1,071 Environmental Health 1,069 (234) 835

57 Flood Defence & Land Drainage 58 0 58
45 Consumer Protection 0 0 0

408 Street Cleansing 366 0 366
2,140 Waste Collection - see Trade Waste Trading Activities 2,819 (681) 2,138

119 Building Control 471 (297) 174
207 Enforcement 222 (4) 218
75 Development Control 1,261 (957) 304

371 Planning Policy 319 (20) 299
0 Environmental Initiatives 17 0 17

332 Economic Development - see Industrial Units Trading Activities 430 (379) 51
182 Community Development 817 (50) 767

6,344 9,366 (3,088) 6,278
HIGHWAYS, ROADS & TRANSPORT SERVICES

36 Highways/Roads (Routine) 0 0 0
0 Parking Services - see Trading Activities 0 0 0

353 Public Transport 559 (191) 368
4 Street Lighting 0 0 0

393 559 (191) 368
HOUSING SERVICES
Local Authority Housing (HRA)

25,686 Housing Revenue Account 1,074 (11,166) (10,092)
25,686 1,074 (11,166) (10,092)

Other Housing Services
667 - Housing Strategy  0 0 0

3 - Housing Advances  0 0 0
375 - Private Sector Housing Renewal 1,074 (853) 221

0 - Housing Enabling 241 (81) 160
0 - General Fund Housing Management 173 (3) 170

434 - Homelessness/Housing Advice 493 (152) 341
332 - Housing Benefits Payments 15,304 (15,347) (43)

1 - Housing Benefit Administration 812 (530) 282
1,812 18,097 (16,966) 1,131

CORPORATE & DEMOCRATIC CORE
832 Democratic Representation & Management 801 0 801
669 Corporate Management 1,392 (136) 1,256

1,501 2,193 (136) 2,057
NON DISTRIBUTED COSTS

237 Unapportionable Central Overheads 269 (428) (159)
345 269 (428) (159)

36,676 37,358 (37,257) 101

This statement shows the gross expenditure, income and net expenditure analysed by service which is then summarised in the Income and 
Expenditure Account.

2009/10 
Actual

NOTES TO THE INCOME AND EXPENDITURE ACCOUNT
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NOTES TO THE INCOME AND EXPENDITURE  ACCOUNT

10.2 Trading Accounts

2008/09

Net Cost Service Expenditure Income Net Cost

£000 £000 £000 £000

(181) Parking Services 913 (901) 12

1,350 Recreational Facilities 3,959 (1,779) 2,180

(28) Trade Waste 312 (545) (233)

(73) Industrial Units 60 (107) (47)

1,068 Total 5,244 (3,332) 1,912

10.3 Operating Leases

Authority as Lessee

Vehicles, Plant, Furniture and Equipment

Other Land Vehicles, Plant 

& Buildings & Equipment

£000 £000

Leases expiring in 2009/10 0 3

Leases expiring between 20010/11 and 2013/14 27 469

Leases expiring after 2013/14 1 28

Total 28 500

Authority as Lessor

Gross Value Net Book Value
£000 £000

HRA shops 1,063 96 1,063

Industrial units 1,123 81 1,123
Total 2,186 177 2,186

The Council also received £10,418,277k from the rental of 1,157 Garage rents and 3,091Council Houses. For more information please
refer to the HRA I&E note 13.1.

10.4 Officers' Emoluments

Number of 
Employees

Left During 
Year

Number of 
Employees

Left During Year

2 1 £50,000 - £54,999 2 0

1 0 £55,000 - £59,999 1 0

1 0 £60,000 - £64,999 1 0

1 0 £65,000 - £69,999 0 1

0 0 £70,000 - £74,999 1 0

2 1 £75,000 - £79,999 0 0

0 0 £80,000 - £84,999 0 0

0 0 £85,000 - £89,999 0 0

0 0 £90,000 - £94,999 0 0

1 0 £95,000 - £99,999 1 0

1 1 £160,000 - £164,999 0 0

The Authority was committed at 31 March 2010 to making payments of  £528k under operating leases in 2009/10 (£381k in 2008/09) 
comprising of the following elements:

The gross value of assets held for use in operating leases as at 31 March 2010  was £2,186k (£2,159k in 2008/09)

Rental Income

Remuneration Banding

£000

This table includes all statutory and non-statutory posts whose overall remuneration exceeds £50k excluding pension contributions.

2008/09 2009/10

The following trading activities were undertaken in 2009/10.

The Authority uses refuse/recycling wagons, tippers, cars, vans, sweepers and mowers under terms of an operating lease. In addition to 
vehicles, the Authority also leases photocopiers, a franking machine, various IT equipment and fitness equipment. The SORP requires 
charges to be made evenly throughout the period of the lease.

2009/10

Commitments under Operating Leases
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NOTES TO THE INCOME AND EXPENDITURE  ACCOUNT

10.4a Officers' Emoluments - Statutory Posts

In completing the 2009/10 Accounts we have complied with the new statutory instrument which has increased the disclosure requirements regarding

officer emoluments. The statutory instrument requires the individual naming of any officers with an annual salary of £150,000 or more and the post 

title of any officers earning £50,000 or more who occupy statutory roles or are responsible for managing the strategic direction of services.

The Council had no officers earning at or in excess of £150,000 in 2009/10.

2009/10 Employee Remuneration Disclosure
Total Total

Remuneration Remuneration

excluding including 

Salary pension pension

(Including Benefits in contributions Pension contributions

Allowances) Expenses Kind 2009/10 Contributions 2009/10

Post Title £ £ £ £ £ £

Chief Executive 97,637                536                    1,170              99,343             14,646              113,988                         

Dep. Chief Exec/Dir Comm Servs - Note 1 72,138                457                    1,170              73,765             10,742              84,507                           

Director of Corporate Services - Note 2 63,718                997                    887                 65,602             9,558                75,160                           

Head of ICT 52,947                2,035                 0 54,982             7,942                62,924                           

Head of Planning and Regeneration 62,039                0 1,170              63,209             9,306                72,515                           

Financial Services Manager 57,216                114                    0 57,329             8,582                65,912                           

Note 1 - The Head of Customer Services was appointed Deputy Chief Executive/Director of Community Services on 19 January 2010. The post of

             Head of Customer Services has now been deleted.

Note 2 - Director of Corporate Services left on the 3 January 2010

2008/09 Employee Remuneration Disclosure
Total Total

Remuneration Remuneration
excluding including 

Salary pension pension
(Including Benefits in contributions Pension contributions

Allowances) Expenses Kind 2008/09 Contributions 2008/09
Post Title £ £ £ £ £ £

Chief Executive 94,577                909                    1,095              96,581             14,065              110,646                         

Director of Corporate Services 75,540                831                    3,078              79,449             10,897              90,346                           

Head of ICT 51,097                1,810                 0 52,907             7,623                60,530                           

Head of Planning and Regeneration 60,767                338 1,095              62,199             9,066                71,265                           

Head of Operations 63,087                445                    3,020              66,552             11,504              78,056                           

HR Manager - left 31 March 2009 54,466                434                    -                  54,900             11,633              66,533                           

The above table excludes 2 officers whos employment was terminated during 2008/09 and the associated termination fees were the subject of a
confidentiality agreement.

Note - the amounts included in the two above tables are shown gross of any related tax which would be levied and also include payments
relating to the operation of County or National Elections which are then funded externally.

10.5 Audit Costs

2008/09 2009/10
£000 £000

123 109

20 19

25 24

2 0

170 Total 152

Audit fees for 2009/10 were as follows:

Fees payable to the Audit Commission for the certification of grant claims and returns

Fees payable in respect of other (non-statutory) services provided by the appointed 
auditor

Fees payable to the Audit Commission with regard to external audit services (specifically
the audit of the annual accounts)
Fees payable to the Audit Commission in respect of statutory inspection
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NOTES TO THE INCOME AND EXPENDITURE  ACCOUNT

10.6 Related Party Transactions

10.7 Members Allowances

2008/09 2009/10

£000 £000
247 Allowances paid in the year 245

10.8 Building Control Account

2008/09 Non 2009/10

Total Chargeable Chargeable Total

£000 £000 £000 £000

Expenditure

290 Employee expenses 78 237 315

13 Premises 4 11 15

28 Transport 6 19 25

16 Supplies and services 8 13 21

84 Central and support service charges 35 61 96

431 Total Expenditure 131 341 472

Income

(310) Building regulation charges 0 (294) (294)

(2) Miscellaneous income (1) (2) (3)

(312) Total Income (1) (296) (297)

119 (Surplus)/Deficit for the year 130 45 175

10.8A Continuing and Discontinued Activities

For information purposes the Council had no activities that were discontinued.

Officers of the Council are bound by the Council's Code of Conduct. Senior Officers are required to declare any related party transactions with the 
Council. No transactions have require disclosure.

The Building (Local Authority Charges) Regulations 1998 require the disclosure of information regarding the setting of charges for the administration 
of the Building Control function.  The Council sets charges for work carried out in relation to building regulations with the aim of covering all costs 
incurred.  However, certain activities performed by the Building Control Unit cannot be charged for, such as providing general advice and liaising 
with other statutory authorities.  The statement below shows the total cost of operating the Building Control Unit divided between the chargeable and
non-chargeable activities.

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

Central Government has effective control over the general operations of the Council. It is responsible for providing the statutory framework within 
which the Council operates, provides the majority of its funding in the form of grants and prescribes the terms of many of the transactions that the 
Council has with other parties (e.g. housing benefits). Details of transactions with government departments are set out in a note to the Cash Flow 
Statement.

Members of the Council have direct control over the Council's financial and operating policies. The Council's constitution requires members to 
declare their interests in related parties in a register of interests. In addition, members are asked to declare separately any transactions with the 
Authority.  The only material transactions disclosed are as follows:

The Financial Services Manager has reviewed all the Related Party disclosures returned by members and determined that no material items warrant 
any formal disclosure. 
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NOTES TO THE INCOME AND EXPENDITURE  ACCOUNT

10.9 Pensions

Participation in the Pension Scheme

2008/09 2009/10

£000 £000

Net Cost of Services

1,170 Current service cost 1,122

120 Past service costs

Net Operating Expenditure

3,700 Interest on pension liabilities 3,871

(2,520) Expected return on pension assets (1,613)
2,470 Net charge to the Account 3,380

Actual return on Scheme assets for  the year to March 2010 were £9.73m (-£7.41m for 2008/09)

2008/09 2009/10

£000 £000

2008/09 2009/10

£000 £000

1,648  - employers contributions payable to the scheme 1,831

152  - retirement benefits payable to pensioners 96
1,800 Total 1,927

Income and Expenditure Account

The 2009 SORP has introduced new disclosure requirements to bring the SORP into line with recent changes to FRS17. These 
changes have been fully incorporated into the Council's core statements and supporting notes.

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

Statement of Movement in the General Fund Balance

The Council participates in the Local Government Pension Scheme (LGPS) administered by Devon County Council - this is a 
(defined benefit final salary scheme) and is fully funded, meaning that the Council and its employees pay contributions into a 
fund, calculated at a level intended to balance the pensions liabilities with the investment assets.

Transactions relating to Retirement Benefits

The Council recognises the cost of retirement benefits in the Net Cost of Services when they are earned by employees rather 
than when the benefits are eventually paid as pensions. However, the charge 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 in the Statement of Movement in 
the General Fund Balance. The following transactions have been made in the Income and Expenditure Account and Statement 
of Movement in the General Fund Balance during the year:

Actual amount charged against the General Fund Balance 

(2,980) (1,453)Reversal of net charges made for retirement benefits in accordance with FRS 17
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NOTES TO THE INCOME AND EXPENDITURE  ACCOUNT

10.9 Pensions continued

31 March 31 March

2009 2010

£m £m

29.83 Estimated share of assets 40.42

(56.28) Estimated funded liabilities (82.49)

(1.47) Estimated unfunded liabilities (1.40)
(27.92) Net asset/(liability) (43.47)

Assets-Estimated Allocation for Mid Devon DC is as follows:

31 March 31 March

2009 2010

£m % % £m

15.57 52 Equities 69 27.89

6.41 22 Gilts 17 6.87

0.36 1 Other bonds 0 0.00

2.36 8 Property 6 2.43

5.13 17 Cash 7 2.83

0.00 0 Absolute Return Funds 1 0.40
29.83 100 Total 100 40.42

The return on the Fund (on a bid value to bid value basis) for year to 31 March 2010 estimated at 32%, based on the 

estimated Fund value used at the previous accounting date and the estimated Fund value used at this accounting date. 

The actual return on Fund assets over the year may be different.

31 March 31 March 31 March

2006 2007 2008

£m £m £m

35.11 Estimated share of assets 38.35 36.85

(52.61) Estimated funded liabilities (56.24) (53.09)

(1.43) Estimated unfunded liabilities (1.45) (1.38)
(18.93) Net asset/(liability) (19.34) (17.62)

FRS17 requires the accounts to show a history of these overall transactions for the previous four years. Asset values should 
be shown at current bid price. Periods prior to 2007/08 are shown at mid-market value and have not been remeasured (this 
has been considered as an immaterial difference by Hewitt's the Fund's Actuary).

Asset and Liabilities in Relation to Retirement Benefits

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

Note - The deficit on the LGPS will be made good by increased contributions over the remaining working life of its 
employees, as assessed by the scheme actuary.



31 March 31 March

2009 2010

£m £m
Funded Unfunded Total Funded Unfunded Total

1 April 53.09 1.38 54.47 56.28 1.47 57.75

Current Service 1.17 0 1.17 1.12 0 1.12

Interest Cost 3.61 0.09 3.7 3.87 0 3.87

Contributions Made 0.53 0.03 0.56 0.55 0 0.55

Actuarial Loss/(Gain) -0.45 -0.08 -0.53 22.22 0 22.22

Benefits Paid Out -1.74 0 -1.74 -1.52 0 -1.52

Unfunded Pension Payments 0 0 0 0 -0.09 -0.09

Past Service Cost 0.07 0.05 0.12 0 0 0

31 March 56.28 1.47 57.75 82.52 1.38 83.90

Note - the acturial report provided in 2010/11 does not provide a breakdown of the unfunded elements.

Reconciliation of present value of the scheme liabilities:



NOTES TO THE INCOME AND EXPENDITURE  ACCOUNT

10.9 Pensions continued

31 March 31 March

2009 2010

£m £m

Funded Unfunded Total Funded Unfunded Total

1 April 36.73 0 36.73 29.83 0 29.83

Expected Return 2.52 0 2.52 1.61 0 1.61

Actuarial Loss/(Gain) -9.93 0 -9.93 8.12 0 8.12
Payments Made - 
Employer 1.72 0.08 1.8 1.93 0 1.93
Payments Made - 
Participants 0.53 0 0.53 0.55 0 0.55

Benefits Paid Out -1.74 -0.08 -1.82 -1.61 0 -1.61

Disposals/Acquisitions 0 0 0 0 0 0
31 March 29.83 0 29.83 40.43 0 40.43

31 March 31 March

2009 2010

£m £m

Funded Unfunded Total Funded Unfunded Total
Total actuarial 
gain/(losses) -9.48 -0.03 -9.51 14.10 0.00 14.10
Total recognised in 
STRGL -9.48 -0.03 -9.51 14.10 0.00 14.10

The main assumptions used in their calculations have been:

31 March 31 March

2009 2010

% p a % p a
6.7 Rate for discounting scheme liabilities 5.5
4.9 Rate of increase in salaries 5.4
3.4 Rate of increase in pensions 3.9
3.4 Rate of inflation 3.9
3.4 Rate of increase to deferred pensions 3.9

Long-term expected rates of return on:
7 Equities 7.5
4 Government bonds 4.5

5.8 Corporate bonds 5.5
6 Property 6.5

1.6 Other assets 3.0
5.3 Average long term expected rate of return 6.6

Mortality Assumptions:
Longetivity at 65 for current pensioners

23.1 Men 23.1
25.0 Women 25.0

Longetivity at 65 for future pensioners
25.4 Men 25.4
27.3 Women 27.3

Analysis of amount recognised in the STRGL

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

Reconciliation of fair values of the scheme assets:
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10.9 Pensions continued

History of experience gains and losses:

31 March 31 March

2009 2010

£m £m

Funded Unfunded Total Funded Unfunded Total

Experience gains/ -9.93 0 -9.93 8.12 0 8.12

(losses) on assets

Experience gains/ -0.23 -0.02 -0.25 0.29 0 0.29
(losses) on liab's

31 March 31 March

2007 2008

£m £m

Funded Unfunded Total Funded Unfunded Total

Experience gains/ 4.85 n/a 4.85 -4.49 0 -4.49

(losses) on assets

Experience gains/ -0.14 n/a -0.14 -0.14 -0.01 -0.15
(losses) on liab's

31 March

2006

£m

Funded Unfunded Total

Experience gains/ 0.36 n/a 0.36

(losses) on assets

Experience gains/ -0.12 n/a -0.12
(losses) on liab's

FRS17 requires the experience gains/losses to be disclosed for the current accounting period plus the previous four accounting 
periods if applicable. In accordance with paragraph 79 of FRS17 (as revised), unfunded liabilities are disclosed seperately for 
periods beginning on or after 6 April 2007. The history of experience gain/(losses) on unfunded assets/liabilities has not been re-
stated for periods ending 2007, 2006 and 2005 as the Actuary has advised that these amounts would be immaterial.
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NOTES TO THE STATEMENT OF MOVEMENT ON THE GENERAL FUND BALANCE

Depreciation and Impairment of Fixed Assets
10.10

2008/09 2009/10
£000 £000

(916) Depreciation on assets other than dwellings (1,013)

(424) Amortisation of intangible assets (884)

(26,376) Impairment of fixed assets (2,144)

0 Reversal of impairment of fixed assets 11,014

(27,716) Total 6,973

10.11 Minimum Revenue Provision

2008/09 2009/10

£000 £000

54 General Fund 4% of the Capital Financing Requirement 71

54 Total 71

The Council is required by statute to set aside a minimum revenue provision for the repayment of external loans.  The
method of calculation is defined by statute.  The amounts are shown in the table below.
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10.12 Movements on Fixed Assets

Assets Under 
Construction

Council Dwellings Other Land & 
Buildings

Vehicles 
Plant & 
Equip

Community 
Assets

Infra-
structure 
Assets

Non-
Operational 

Assets

Total

£000 £000 £000 £000 £000 £000 £000 £000
Cost /Revalued Value

At 1 April 2009 725 151,163 30,490 1,402 516 0 3,440 187,736
Opening adjustment 0
As restated 725 151,163 30,490 1,402 516 0 3,440 187,736
Additions 30 1,480 255 49 1,814
Reclassifications (725) (29) 3,586 (3,440) (608)
Disposals (478) (362) (840)
Revaluations - Up 69 2,644 217 2,930
Revaluations - Down (1,863) (1,542) (3,405)
Impairment Reversals - I & E 10,948 66 11,014
Impairments - I & E (20) (2,124) (2,144)
Revaluations 0 9,134 (956) 0 0 217 0 8,395
At 31 March 2010 30 161,270 33,013 1,451 516 217 0 196,497

Accumulated Depreciation

At 1 April 2009 0 0 0 564 10 0 0 574
Charge for the year 1,863 835 161 9 8 2,876
Disposals 0
Revaluations (1,863) (819) (2,682)
At 31 March 2010 0 0 16 725 19 8 0 768

Net Book Value

At 1 April 2009 £725 £151,163 £30,490 £838 £506 £0 £3,440 £187,162

At 31 March 2010 £30 £161,270 £32,997 £726 £497 £209 £0 £195,729

Nature of asset holding

Owned £30 £161,270 £32,997 £726 £497 £209 £0 £195,729

At 31 March 2010 the Council had £30k of assets under construction -  £16k related to various housing projects, £6k the Tiverton enhancement 
scheme and £8k the Cullompton town centre scheme.

Our shops and industrial units have been reclassified this year as operational land and buildings on the basis that we hold these assets
to promote economic development and regeneration. The new category of infrastucture assets relate to our sewage works and stair 
walkway next to the river Exe.

10.13 Revenue expenditure funded from capital under statute (REFCUS) - previously known as deferred charges

This is expenditure that does not result in, or remain matched with assets controlled by the Council. Examples of this would include
financial assistance towards capital investment incurred by other parties, works on properties not owned by the Council and any amounts
specifically directed by the Secretary of State. Service revenue accounts have been charged on the basis of the benfit that the service 
received as a result of the expenditure net of any capital grants received.

Balance 
01/04/09

Expend Transfer in 
Year

Amount 
Financed or 
Written Off

Balance 
31/03/10

£000 £000 £000 £000 £000
Regional Housing Pot  Schemes 0 944 (944) 0
Affordable housing 0 116 (116) 0
Other REFCUS 0 232 (232) 0
Total REFCUS 0 1,292 0 (1,292) 0

Capital grants received to finance these projects amounted to £1,027k - see note 10.26 "Government Grants and Contributions Deferred."

10.14 Summary of Capital Expenditure and Financing

2008/09
£000

1,211 Opening Capital Financing Requirement 1,047

Capital investment
2,212  - Operational assets 2,090

724  - Non-operational assets 0
1,293  - Deferred charges 1,292

Sources of Finance
3,468  - Government grants and contributions 2,536

583  - Capital receipts 570
288  - Direct revenue financing 276
54 -  Minimum revenue provision 71

1,047 Closing Capital Financing Requirement 976

Explanation of movements in year

(54) Decrease in underlying need to borrowing (unsupported by government financial assistance) (71)

(54) Decrease in Capital Financing Requirement (71)

NOTES TO THE  BALANCE SHEET

2009/10
£000
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10.15 Commitments under Capital Contracts

10.16 Information on Assets Held within Fixed Asset Note 10.12

Number at 
31/03/09

Number at 
31/03/10

3,103 Council dwellings 3,091

4 Rent to mortgage properties 4

Operational buildings

4 Offices 5

1 Town Hall 1

4 Depots 4

20 Surface car parks 27

1 Multi storey car parks 1

1 Tourist information centre 1

2 Cemeteries 2

19 Shops 19

1,157 Garages 1,157

15 Public conveniences 16

1 Market 1

3 Sports centres 3

18 Industrial units 18

4 Sports facilities 5

4 In line skating 4

0 Rental property 1

0 Land 7

Operational equipment

1 Sports centre equipment 0

6 Vehicles 3

27 Plant 35

2 Play equipment 1

0 Skate parks 2

Community assets
1 Crediton Town Square 1

Non operational assets
15 Land 0
5 Buildings 0
1 Dwelling 0

4,419               Total 4,409

10.17 Analysis of Net Assets Employed

31/3/09 31/3/10
£000 £000

General Fund (excl. Trading Activities) (9,093) (18,204)
Trading Activities 17,739 13,460
Housing Revenue Account 151,344 159,631
Total Net Assets/(Liabilities) Employed 159,990 154,887

As at 31 March 2010 the Council had no significant commitments under capital contracts.

NOTES TO THE  BALANCE SHEET
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10.18 Fixed Asset Valuation

The District Valuer has undertaken a comprehensive impairment review of the Council's assets as at  the 31 March 2010. 

After the significant falls in property values experienced in 2008/09, and with property prices starting to recover during 2009/10 

a number of impairments have been reversed across the Council's property portfolio. These Impairment reversals have led to a large

credit in the Income and Expenditure account, principally due to the impairment reversal of £10.9m relating to the Council dwellings.

10.19 Intangible Fixed Assets

Purchased 
Software 
Licences

Software 
Upgrades

Total

£000 £000 £000

Balance as at 1 April 2009 0 0 0

Expenditure in year 276 0 276

Reclassification 608 0 608

Amortisation in year (884) 0 (884)
Balance as at 31 March 2010 0 0 0

10.20 Long term Borrowing

10.21 Insurance

All major risks have been identified and are insured with applicable excesses. There were no major

claims outstanding as at the 31/3/10.

10.22 Trusts for which the Council is the Sole Trustee

10.23 Debtors: Amounts falling due within one year

2008/09 2009/10
£000 £000

636 Government Department 1,259
184 Devon County Council 253
831 Payments in Advance 582
143 Housing rents 200

1,111 Other 1,456
480 Collection Fund 193

(299) Bad debt provision (356)
3,086 Total 3,587

Mid Devon is the sole trustee for the Peoples Park and Recreation Grounds charity. The purpose of the Trust is to provide recreational 
open space for the people of Tiverton. 

Andrew Doak, a Senior Surveyor, with the District Valuer's Office, and MRICS FAAV qualified, undertook a valuation exercise to reassess 
the value of the housing stock as at 31 March 2010. These revised values have been incorporated into the Council's balance sheet. This 
valuation was undertaken based on a beacon basis, where a standard valaution was applied across the Council's housing stock against 
similar groups of property. 

NOTES TO THE  BALANCE SHEET

As at 31 March 2010 the District Council had no long-term borrowing.

The Council instructed the District Valuer to complete a full property valuation exercise for all of its freehold properties. Therefore, all 
property assets are included in the 2009/10 accounts at their 31/3/10 valuation. The District Valuer has made his valuation in accordance 
with the Statements of Asset Valuation Practice and Guidance Notes of the Royal Institution of Chartered Surveyors.

Properties regarded by the Council as operational were valued on the basis of open market value for the existing use or, where this could 
not be assessed because there was no market for the subject asset, the depreciated replacement cost. Properties regarded by the Council 
as non-operational have been valued on the basis of open market value.
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10.24 Creditors: Amounts falling due within one year

2008/09 2009/10

£000 £000

82 Government Department 494

30 Devon County Council 3

428 Receipts in Advance 257

1,747 Other 1,419

588 Collection Fund 276

2,875 Total 2,449

The two above tables which summarise the overall debtors/creditors held by the Council have

been adjusted to reflect the change in the 2009 SORP which has required that billing authorities

only show their own share of Collection Fund debtors/creditors at year end. This accounting

change has necessitated a prior year adjustment to the amounts declared in the 2008/09

accounts.

10.25 Short Term Investments

2008/09 Fixed Interest 2009/10

£000 Rate % £000

796 Heritable Bank 15/09/2008 26/11/2008 5.65 483

1,000 Debt Management Office 02/03/2009 21/04/2009 0.45 0

500 Debt Management Office 23/03/2009 01/04/2009 0.3 0

0 Debt Management Office 31/03/2010 09/04/2010 0.25 1,000

2,296 Total 1,483

The above table shows the temporary investments held by the Council at the end of the financial

year. All deposits are made for less than 365 days and at a fixed interest rate. The Heritable

Bank investment has been reduced by £231k in 2009/10, which reflects the Administrators most

likely level of repayment.

10.26 Cash at Bank

In addition to the Council's own current account it also maintains a number of deposit accounts

with other banks and building socities as a preferential interest rate can be obtained. All of these

accounts are held with main UK Banks/Building Societies (subject to specific credit criteria) and 

are instant access to again provide for maximium investment flexibility/security.

2008/09 2009/10

£000 £000

117 Current A/c 142

1,992 Deposits A/c's 3,779

(3) Cash Floats, etc. 3

2,106 Total 3,924

10.27 Government Grants and Capital Contributions Deferred

These accounts represent the balance of finance provided by various government bodies and

other organisations towards the cost of capital expenditure. Following the receipt of monies the 

relevant service accounts are credited on a straight line basis over the expected life of the asset 

recognising the funding source and helping to offset the depreciation charge.

2008/09 2009/10

£000 £000

(5,063) Balance at 1/4/09 (4,082)

324 Reclassification of s106 capital grants 0

(1,217) Grants and contributions received in year (1,221)

1,627 Amounts applied for REFCUS ( see note 10.13) 1,027

247 Written off in year - Amortised Grant 151

(4,082) Balance at 31/03/10 (4,125)

The balance of £4,125k is made up of unapplied Government Grants of £2,647k which are being

amortised over the life of the capital assets that the grants were given towards. The remaining

sum of £1,478k relates to capital grants and contributions (e.g. Section 106 funding, Housing

Performance & Delivery Grant, various Housing grants, etc). These are all reserved and will only

be used to support additional funding on schemes which the grant was originally awarded for.

NOTES TO THE  BALANCE SHEET

TermBank/B-Soc
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NOTES TO THE  BALANCE SHEET

10.28 Details of movements on reserves
 

The Council keeps a number of reserves in the Balance Sheet. Some are required to be held for statutory reasons,
some are needed to comply with proper accounting practice and others have been set up voluntarily to earmark

resources for future spending plans.

Reserve Balance Net Balance Purpose of Reserve Further Detail of

1 April Movement 31 March Movements

2009 in Year 2010

£000 £000 £000

Revaluation Reserve 3,083 1,820 4,903 Store of gains on the See note 10. 29

revaluation of fixed assets

not yet realised through

sales

Capital Adjustment 178,075 6,922 184,997 Store of capital See note 10. 30

Account resources set aside to

meet past expenditure

Financial Instruments (627) 386 (241) Balancing account to allow See note 10. 31

Adjustment Account for differences in statutory

requirements and proper

accounting practises for

borrowings and

investments.

Useable Capital 243 (9) 234 Proceeds of fixed asset See note 10. 32

Receipts sales available to meet

future capital investment

Pensions Reserve (27,920) (15,552) (43,472) Balancing account to See note 10.11

allow inclusion of

Pensions Liability in the

Balance Sheet

Housing Revenue 1,892 (449) 1,443 Resource available to See note 12.0
Account meet future running

costs for council houses

Major Repairs 143 605 748 Resources available to See note 13.4
Reserve meet capital investment

in council housing

General Fund 2,161 227 2,388 Resources available to See note 6
meet future running costs
for non-housing services

Earmarked Reserves 2,709 971 3,680 Resources ear-marked for See note 10. 33
specific purposes

Collection Fund 189 (11) 178 The District Council share See note 10. 34
Adjustment Account of the Collection Fund

surplus

Deferred Capital 23 (7) 16 A reducing balance which See note 10. 35
Receipts represents the value of

mortgages outstanding

Deferred Credits 19 (6) 13 A reducing balance which See note 10. 36
represents the value of
recreation loans outstanding

Totals 159,990 (5,103) 154,887
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NOTES TO THE  BALANCE SHEET

10.29 Revaluation Reserve

2008/09 2009/10

£000 £000

(4,021) Balance as at 1 April 2009 (3,083)

803 Revaluation movements as shown in the STRGL (See note 7.0) (2,164)

54 Adjustment between Reval. Dep'n vs Historic Cost Depn. 45

81 Revaluation written back on disposal of fixed assets 299
(3,083) Balance at 31 March 2010 (4,903)

10.30 Capital Adjustment Account

2008/09 2009/10

£000 £000

(204,512) Balance as at 1 April 2009 (178,075)

Opening Adjustment (43)

201 Disposals 540

(54) Minimum revenue provision (See note 10.11) (71)

1,293 Net revenue expenditure funded from capital (See note 10.13) 1,292

424 Amortisation 884

(247) Government Grants Deferred (151)

2,690 Depreciation 2,876

26,381 Impairment 2,144

0 Impairment reversal (11,014)

(54) Adjustment between Reval. Dep'n vs Historic Cost Depn. (45)

(608) External Financing (989)

0 General Fund Revenue Contribution to Capital (43)

(289) HRA Revenue Contribution to Capital (233)

(473) Capital Receipts applied in year (570)

(872) S106 Financing (Capital and Revenue) (240)

(1,955) MRA Financing (1,259)
(178,075) Balance at 31 March 2010 (184,997)

10.31 Financial Instruments Adjustment Account

2008/09 2009/10

£000 £000

407 Balance as at 1 April 2009 627

(83) HRA deferred premiums on early redemption of loans (83)

(1) Rounding adjustment 1

304 Impairment of Heritable Bank investment (304)
627 Balance at 31 March 2010 241

The sum of £304k relating to the impairment of the Heritable Bank deposit has been fully reversed as 

the Council has decided to charge this probable loss directly to the Income & Expenditure Account in

2009/10.

The closing position on the Revaluation Reserve at 31 March 2010 shows the revaluation gains accumulated 
since 1 April 2009.

This account records gains and losses on borrowing and lending. The two adjustments relate to debt written off 
in the year relating to the HRA (see note 13.12) and the Heritable Bank investment impairment (see notes 
10.39 and 10.42).

This account provides a balancing mechanism between the different rates at which assets are depreciated 
under the SORP and are financed through the capital controls system. 
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NOTES TO THE  BALANCE SHEET

10.32 Usable Capital Receipts Reserve

2008/09 2009/10

£000 £000

(568) Balance as at 1 April 2009 (242)

(476) Asset sales (1,072)

0 HRA Right to Buy expenses 14

0 Unused earmarked monies transferred back to useable capital receipts (4)

(7) Council house loan repayments (7)

583 Useable capital receipts applied in year 570

226 Pooling of disposal monies to DCLG 507

(242) Balance at 31 March 2010 (234)

10.33 Earmarked Reserves

Balance 
01/04/09

Contrib. in 
Year

Utilised in 
Year

Reclassi 
fication

Revenue 
Contrib. to 

Capital
Written off  

in Year
Balance 
31/03/10

£000 £000 £000 £000 £000 £000 £000

Maintenance and Amenity Reserve 1,081 162 (67) (148) 1,028

Planning Delivery Grant 402 295 (166) 531

Capital Contingency Reserve 400 500 900

Tiverton Market 0 247 247

Improvement Plan 230 (214) (16) 0

Subsidised Transport 161 161

Fleming Case 0 92 92

Housing Benefits 23 (9) 14

Kerbside Collection Review 0 91 9 100

LABGI/Economic Development 93 18 111

Renovation Grants 58 58

Enhanced Housing Options 0 50 50

Town Hall Site Redevelopment 31 31

Corporate Training 28 38 66

Leisure - New Software System 0 50 50

Smartmove 22 (20) (2) 0

Leisure - Tiverton Sports Hall 0 32 32

ICT Services 22 24 (15) 31

Crediton Office Decorations 21 (16) (5) 0

PAYE/NIC Review 20 (10) 10

Phoenix House Lighting 0 20 20

Boundary Review 20 (20) 0

Car Parks 26 (16) 10

Leisure - CVSC Extension 0 10 10

Insurance Reserve 0 17 17

Statutory Plan Printing 15 51 66

Milverton Lodge 10 (10) 0

Trade Waste Recycling Pilot 9 (9) 0

Homelessness 8 8

Corporate Performance 4 (4) 0

Land Charges Software 0 7 7

Grant Repayments 6 6

Choice Based Lettings 6 6

Tiverton Street Sports 5 (1) 4

Market Car Park Works 0 5 5

In & Out of Work Project 0 4 4

Legal Dept. Training 3 (3) 0

Cemeteries 3 (3) 0

Members Data Protection Fees 2 (2) 0

Citizen's Panel Recruitment 0 2 2

Contaminated Land 0 2 2

Hand Held Voting Devices 0 1 1

Total 2,709 1,718 (531) 0 (164) (52) 3,680

Amounts taken to fund capital projects, consisted of £16k from the Improvement Plan and £148k from various Section 106 agreements.

This reserve accounts for the financing associated with capital assets. It reflects the sale proceeds from selling fixed assets, the monies paid 
back to the Government in the form of pooling payments and finally the balance available to fund future capital spending
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NOTES TO THE  BALANCE SHEET

10.34 Collection Fund Balance

The 2009 SORP has been revised to reflect the agency status of a billing authority. Therefore all of the 

debtors, creditors and cash receipts/payments relating to the other preceptors which levy a precept in the

District have been removed from the Council's Balance Sheet and Cash Flow Statement.

2008/09 2009/10

£000 £000

(191) Balance as at 1 April 2009 (189)

(148) (Surplus)/Deficit for the year attributable to Mid Devon District Council (139)

(339) (328)

150 Released to General Fund Income and Expenditure Account 150

(189) Balance at 31 March 2010 (178)

10.35 Deferred Capital Receipts

2008/09 2009/10

£000 £000

(29) Balance as at 1 April 2009 (23)

6 Mortgage capital repayments 7

(23) Balance at 31 March 2010 (16)

10.36 Deferred Credits

2008/09 2009/10

£000 £000

(30) Balance as at 1 April 2009 (19)

11 Loan capital repayments 6

(19) Balance at 31 March 2010 (13)

10.37 Euro Costs

10.38 Contingent Liabilities and Post Balance Sheet Events

As at the 31 March 2010 the Council had no contingent liabilities.

However a non adjusting post balance sheet event is disclosed. In its recent budget, the new coalition government announced that, i
future the pension increase order applied to public service pension schemes' pensions in payment will be linked to the Consumer Pri
Index (CPI) rather than the Retail Price Index (RPI). Over the past 20 years, CPI has, on average, been 0.5% lower than RPI. If this 
trend continues then we can expect future pension increases to be 0.5% lower than previously projected. The Council's actuary, 
Barnett Waddingham has adjusted the assumptions used to calculate the Pension Fund Liability in relation to future levels of pension
increase. This charge will reduce the Pension Liability within the Balance Sheet by £3.929m as shown in the following table:

RPI CPI Difference
£000 £000 £000

Present value of funded obligations 82,489 78,620 3,869
Fair value of scheme assets 40,422 40,422 0
Net Liability 42,067 38,198 3,869

Present value of unfunded obligations 1,405 1,345 60

This relates to recreation loans advanced to third parties. These items are being repaid and the capital balance is, therefore, stated 
on the balance sheet.

It is not anticipated that any additional costs are likely to be incurred in connection with the Euro prior to any future decision for 
Britain to join the Economic and Monetary Union (EMU).

The balance on this account relates to the District Council only. The in year loss of £11k is represented by the overall surplus 
achieved of £139k less the amount released to the General Fund of £150k.

These are mortgage advances to third parties. The mortgages are repaid over a number of years with the outstanding year end 
capital balance shown on the Balance Sheet. The balance reduces as the mortgages are repaid.
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Total Pensions Liability 43,472 39,543 3,929
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NOTES TO THE  BALANCE SHEET

10.39 Financial Instruments Gains/Losses

2009/10
Financial 
Liabilities

Liabilities 
measured at 

amortised cost
Loans and 
receivables

Available -
for-sale 
assets Total

£000 £000 £000 £000

Interest payable 0 0 0 0

Impairment losses 0 0 0 0

0 0 0 0

Interest income 0 (28) 0 (28)

Interest and investment income 0 (28) 0 (28)

Net gain/(loss) for the year 0 (28) 0 (28)

Note: In compiling the 2009/10 accounts we have decided to charge the Income & Expenditure Account

with 21% of the initial treasury deposit made with the Heritable Bank on the 15 September 2008.

This equates to £1.1m * 21% (i.e. £231k) and is based on the lower of the Administrators most 

upto date information which forecasts a potential return of between 79 - 85p in the £ based on a

dividend payment period upto 2012.

2008/09
Financial 
Liabilities

Liabilities 
measured at 

amortised cost
Loans and 
receivables

Available -
for-sale 
assets Total

£000 £000 £000 £000

0 (1) 0 (1)

Interest income 407 407

Interest and investment income 0 407 0 407

(34) (34)

Net gain/(loss) for the year 0 373 0 373

10.40 Fair Value of Assets and Liabilities Carried at Amortised Cost

-

-

-

where an instrument will mature in the next 12 months, the carrying amount is assumed to approximate the fair value. 
The Authority only deals in these kind of instruments.

an estimated interest rate of 0.25% for loans receivable (this percentage is based on an average rate of interest on all 
fixed term deposits outstanding as at the 31 March 2010. Mid Devon District Council is a debt free authority therefore 
there are no loans payable. 

the fair value of trade and other receivables is taken to be the invoiced or billed amount less any bed debt provision.

The gains and losses recognised in the Income and Expenditure Account ( General Fund and HRA) and STRGL in relation to financial 
instruments are made up as follows:

Financial Assets

Interest payable and similar charges

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

Financial Assets

Interest payable and similar charges

Impairment charge (interest accrual) reversal in SMGFB

46



NOTES TO THE  BALANCE SHEET

10.41 Fair Value of Assets and Liabilities Carried at Amortised Cost (continued)

The fair values calculated are as follows:

Carrying 
amount Fair value

Carrying 
amount Fair value

£000 £000 £000 £000

Loans and trade receivables 5,382             5,382          1,477         1,477           

Trade payables 447 447 185 185

All receivables are valued at the amount invoiced less a bad debt provision. The carrying value of the loans has been

reduced by the potential loss expected to the Heritable Bank deposit (this has been based on 21% non recovery of the

initial treasury deposit of £1.1m).

The carrying amount of £6,578k for loans and receivables in 2008/09 included all outstanding debtors, not just

those relating to trade receivables. This figure has been restated to £5,382k to remove £1,196k of Collection Fund debtors.

Note: as the Council is debt free and had no short term borrowings during 2009/10 the only liabilities carried at

the 31/3/10 relate to outstanding creditors of £185k which equates to the overall value of invoices received for 

goods/services supplied during 09/10 that were unpaid as at the 31/3/10.

10.42 Disclosure of Nature and Extent of Risks Arising from Financial Instruments

-

-

-

10.43 Credit Risk

Credit risk arises from deposits with banks and building societies as well as credit exposure to the Council's customers. After the 
exposure to the Icelandic banking collapse, the Council resolved to place all surplus funds with the Government Debt Management 
Office with effect from the 30 October 2008. This policy was reaffirmed in the Council's Treasury Management Strategy for 2009/10. 
This has reduced the potential investment return but ensures, as much as practical, that the security of the sums invested is virtually 
guaranteed. This strategy was very slightly relaxed by a decision of the Executive at its meeting on the 29 October 2009. This agreed 
to include the use of the main UK Banks and Building Societies (with a FITCH rating of F1+). Once again this evidences our prudent 
approach to lending of surplus funds.

market risk - the possibility that financial loss might arise for the Council as a result of changes in such measures as 
interest rates and stock market movements. 

The Council's overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise 
potential adverse effects on the resources available to fund services. A treasury management strategy is formally approved annually 
by the Executive. This identifies all treasury risks and forms the basis of the day to day operating guidance applied by the Senior 
Accountant when making decisions on placing any surplus funds (i.e. to whom, for how long, for how much, etc.) . This treasury 
strategy can be found on the Council's website. 

31/03/201031/03/2009

credit risk- the possibility that other parties might fail to pay amounts due to the Council

liquidity risk - the possibility that the Council might not have funds available to meet its commitments to make payments
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10.44 Credit Risk (Cont'd)

Amount at 31 March 2010

Historical 
experience 

of default

£000 %

5,407                                                 4.27

10.45 Liquidity Risk

10.46 Market Risk

10.47 Foreign Exchange Risk

The Authority has no financial assets or liabilities denominated in foreign currencies and thus has no exposure to loss 
arising from movements in exchange rates.

0

Mid Devon District Council is a debt free authority. Therefore, there is no long term or short term borrowing.  However, 
the risk of liquidity is recognised and is managed by careful monitoring of the Council's daily cash position. Occasionally 
there is a timing difference with receiving funds but this is managed by way of an approved overdraft facility.

The Council is exposed to risk in terms of its exposure to interest rate movements on its investments. Movements in 
interest rates have a complex impact on the authority. This authority has a policy of investing at fixed rates for no more 
than 364 days (short term loans). Athough a fixed rate of interest guarantees a sum of interest earned, if there is a rise in
interest rates it will mean the fair value of the assets will fall. This has been strategically reviewed within the updated 
Treasury Strategy for 2010/11 (a copy of this can be found on the Council's website).

On the 7 October 2008 the Heritable Bank was placed in administration. At that point the Council had a £1.1m 
investment due to mature on the 25 November 2008. The Council has received three dividend payments during 09/10 
totalling £386k and the most recent information from the Administrator estimates an overall repayment of between 79 - 
85p in the £1. On this basis we have charged an investment loss of £231k to the Income & Expenditure Account in 
2009/10.

Deposits with banks 
and building 
societies(*)

0

(*) - the figure of £5,407k includes all deposits and accounts held with banks and our own liquidity and current account.

Both the historical experience adjusted for market conditions and the maximum exposure to default have been included 
as zeros as at the 31 March 2010 as the Council has reflected a £231k loss on it's treasury deposit with Heritable Bank 
and has no material risk associated with any of its other treasury holdings at the Balance Sheet date.

Customers are assessed, taking into account their financial position, past experience and other factors, with individual 
credit limits being set in accordance with internal ratings in accordance with parameters set by the Council.

% £000

The following analysis summarises the authority's potential maximum exposure to credit risk, based on experience of 
default and uncollectability over the last five financial years, adjusted to reflect current market conditions.

Estimated maximum 
exposure to default 
and uncollectability

Historical 
experience adjusted 

for market 
conditions at 31 

March 2010
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NOTES TO THE CASH FLOW STATEMENT

10.48

Restated
2008/09

£000 £000 £000

Deficit/(Surplus for the Year 

(28,065) 6,759

148 139

(27,917) 6,898

26,947 Net Amount required by statute and non statutory (6,522)

practices to be debited or credited to the General

26,947 Fund and HRA balances for the year (6,522)

Add: Non cash transactions

1,775 Depreciation - Major repairs allowance 1,863

403 Other non cash items 129

2,178 1,992

Items on an accruals basis

(1,301) Increase/(decrease) in revenue creditors (454)

16 (Increase)/decrease in stocks and work in progress (10)

(23) (Increase)/decrease in revenue debtors (505)

(1,308) (969)

(1) Add: interest paid 0

401 Less: interest received (28)

400 (28)

300 Net Cash Inflow / (Outflow) from Revenue Activities 1,371

2008/09 figures have been restated due to the change in the 2009 SORP which requires the removal of amounts owed to/from

the major precepting bodies.

10.49 Reconciliation of the Movement in Cash to the Movement in Net Debt

Balance as at 
31 March 2009

Movement in 
the Year

Balance as at 
31 March 2010

£000 £000 £000

Cash at bank and in hand 2,106 1,818 3,924

Short term deposits 2,296 (813) 1,483

4,402 1,005 5,407

Cash Flow Statement Analysis 2009/10

£000

Increase in cash 1,818

Net decrease in short term deposits (813)

Change in net debt 1,005

Net debt as at 31 March 2009 4,402

Net debt as at 31 March 2010 5,407

10.50 Liquid Resources

Liquid resources include investments held with our bankers.

Balance Sheet Analysis

Net (surplus)/deficit

Items included in other classification in the cashflow statement

Reconciliation between the Net Deficit on the Income and Expenditure Account to the Revenue Activities net cash flow shown in the 
Cash Flow Statement

2009/10

Surplus/(Deficit) for the year on the  Income and Expenditure Account

Collection fund surplus/(deficit) - MDDC share
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10.51

Balance as 
at 31 March 

2009

Movement in 
Year

Balance as 
at 31 March 

2010
Restated

£000 £000 £000

Short Term Deposits 2,296 813 1,483

Collection Fund - change in cash payments/receipts  - NNDR (400) (558) 158

Collection Fund - change in cash payments/receipts - Ctax 4,264 28 4,236
6,160 283 5,877

10.52 Analysis of government grants shown in the Cash Flow Statement

2008/09 2009/10

£000 £000

Revenue Grants

14,182 Rent Allowance Grant - DSS 15,288

4,460 Council Tax Benefit Grant - DSS 4,844

477 Housing Benefit Administration Grant - DSS 535

726 Revenue Support Grant 1,136

5,212 National Non-Domestic rates receipt from national pool 4,923

102 NNDR Cost of Collection Grant - DCLG 116

50 Homelessness Grant - DCLG 41

550 Planning Delivery Grant - DCLG 295

54 Building a Safer Community Grant - Home Office 0

0 Organic Waste - DEFRA 0

188 LABGI Grant - DCLG 35

224 Other 245

26,225 Total Revenue Grants 27,458

Capital Grants  

216 Disabled facilities Grants - DCLG 231

282 Regional Housing Pot (Private Sector Housing) - DCLG 505

271 Planning Delivery Grant - DCLG 147

180 Capital Project Grants 5

22 Waste Grant - DEFRA 13

971 Total Capital Grants 901
27,196 Total Government Grants 28,359

10.53 (Increase)/Decrease in Cash and Cash Equivalents

2008/09 2009/10
£000 £000

939 Cash and bank balances start of year 2,106
2,106 Cash and bank balances end of year 3,924
1,167 Net Movement 1,818

Reconciliation of Items shown within the financing and management of liquid resources sections of the Cash Flow 
Statement to the related items in the opening and closing Balance Sheets for the period
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11.0 HOUSING REVENUE ACCOUNT INCOME AND EXPENDITURE ACCOUNT

2008/09 Note

Restated

£'000 £'000 £'000

Income

(9,696) Dwelling Rents 13.9 (10,004)

(508) Non-dwelling Rents (526)

(637) Other Chargeable Services and Facilities (636)

(10,841) Total Income (11,166)

Expenditure

3,025 Repairs and Maintenance 3,018

2,269 Supervision and Management 2,279

2,830 Negative Housing Revenue Account Subsidy Payable 13.11 3,617

27,956 Depreciation and impairment of fixed assets (1) 13.10 (8,273)

42 Increase/(Decrease) in bad debt provision and write offs 24

36,122 Total Expenditure 665

25,281 (10,501)

222 221

183 188

25,686 Net Cost of HRA Services (10,092)

(64) (Gain)/loss on sale of HRA fixed assets (195)

(41) Other operating income (37)

0 Interest payable and similar charges 0

0 Amortisation of premiums and discounts 0

(82) Interest and investment income (7)

25,499 (Surplus)/deficit for the year on HRA services (10,330)

Note (1) The credit figure of £8.274m includes an impairment reversal of £10,928k which reverses part of the 
significant impairment charge reflected in the 2008/09 Accounts when the Housing Revenue Account
assets were revalued lower reflecting the general downward movement in property prices during 08/09.

This Account shows in more detail the income and expenditure on HRA services included in the whole authority Income and Expenditure 
Account (comprising as well as the amounts included in the whole authority Net Cost of Services for the HRA, the HRA's share of amounts 
included in the whole authority Net Service Cost but not allocated to individual services and the HRA's share of operating income and 
expenditure such as Pension Interest Costs and Expected Return on Pension Assets).

HRA services share of Corporate and Democratic Core

HRA share of other amounts included in the whole Authority Net Cost of Services but not 
allocated to specific services

2009/10

Net Cost of HRA Services per Authority Income and Expenditure Account
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12.0 STATEMENT OF MOVEMENT ON THE HOUSING REVENUE ACCOUNT BALANCE

2008/09 Notes 2009/10
Restated

£000 £000

25,499 (10,330)

(25,605) 12.1 10,779

(106) (Increase)/decrease in the Housing Revenue Account Balance 449

(1,786) Housing Revenue Account surplus brought forward (1,892)
(1,892) Housing Revenue Account surplus carried forward (1,443)

 

This statement shows how the HRA Income and Expenditure Account surplus or deficit for the year reconciles to the 
movement on the HRA balance for the year.

(Surplus)/deficit for the year on the HRA Income and Expenditure Account

Net additional amount required by statute to be debited or (credited) to the HRA Balance 
for the year 
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Note to the Statement of Movement on the HRA Balance

12.1 2008/09
Restated

£000 £000 £000

(26,181) 10,136

83 Amortisation of  deferred premium 83

105 Gain or loss on sale of HRA fixed assets and 232

other operating income

92 94

(25,901) 10,545

8 Transfer to/(from) Major Repairs Reserve 1

Transfers to/(from) Housing Repairs Account

Voluntary set aside for debt repayment

288 Capital expenditure funded by the HRA 233

234

(25,605) 10,779
Net additional amount required by statute to be debited or (credited) to the HRA 
Balance for the year

Net charges made for retirement benefits in accordance with FRS17

Sums directed by the Secretary of State to be debited or credited to the HRA that 
are not income or expenditure in accordance with UK GAAP

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

2009/10

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

Difference between amounts charged to income and expenditure for amortisation 
of premiums and discounts and the charge for the year determined in accordance 
with statute

Difference between any other item of income and expenditure determined in 
accordance with the SORP and determined in accordance with statutory HRA 
requirements 
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13.0 NOTES TO THE HOUSING REVENUE INCOME AND EXPENDITURE ACCOUNT

13.1 Housing Stock

Other Land & Non Operational Non Operational 

Council Housing Buildings Land Sites Buildings Total

Stock at 1 April 2009 3,103                                                     1,161                   9 19 4,292                   

Additions 0 -                          

Sales (9) (4) (1) (14)

Improvement changes (2)

Transfer (1) 1                          -                          
Stock at 31 March 2010 3,091                                                     1,162                   5                          18                        4,276                   

Four exisiting properties were converted into two, two bedroom flats, thereby reducing the number of entities by two.

Houses 1,482                   
Bungalows 1,017                   
Flats 580                      
Bedsits 12                        

3,091                   

13.2 HRA Dwelling Valuation

31 March 2009 HRA Assets 31 March 2010

£000 £000

Operational Assets

151,163               Dwellings 161,270               

1,469                   Other land and buildings 4,466                   
-                       Infrastructure assets 138                      
-                       Assets under Construction 16                        

152,632               Total 165,890               
1,891                   Non Operational Assets - shop valuations now included in other land and buildings - see above -                       

154,523               Balance Sheet Value HRA Assets 165,890               

13.3 Capital Expenditure

Expenditure £000 Funding £000
Improvements to dwellings 1,259                                                     Major repairs reserve 1,259                   
Communal Estates & Roads 26                                                          Revenue contribution 26                        
Broad Lane Remodelling & Others 14                                                          Revenue contribution 14                        
Sewage Treatment Works 3                                                           Useable capital receipts 3                          
Investment in new 193                                                        Revenue contribution 193                      
Total 1,495                                                     Total 1,495                   

The Housing Revenue account owned the following property at 31 March 2010:

The Council sold four properties under the Rent to Mortgage scheme whereby the tenants were able to part purchase the property. The portion retained by 
the Council is held at the retained value on the balance sheet. These properties are excluded from the housing stock figure shown above.

The vacant possession value of dwellings in the HRA is £342,486k (based on a 1 April 2009 valuation of £150,694k). This definition assumes that vacant 
possession would be provided on completion of the sale of all the dwellings. The difference between these two figures reflects the economic costs to 
Government of providing council housing at less than market rents.

The balance sheet valuation for dwellings within the HRA totals £161,270k and is based on existing use value for social housing (EUV-SH) .  This assumes 
that the properties will continue to be let for their existing use as social housing and equates to 44% of the vacant possession valuation. The 31 March 2010
dwellings valuation has been calculated by the District Valuer who has supplied the Council with beacon property values across the range of housing stock. 
After applying these indices the overall dwelling valuation has increased by 6.21 % to £161,270k.

Number of dwellings by type

Total dwellings at 31 March 2010
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NOTES TO THE HOUSING REVENUE INCOME AND EXPENDITURE ACCOUNT

13.4 Major Repairs Reserve

2008/09 0

£000 £000

(315) Balance 1 April 2008 (143)

(1,775) Major repairs allowance received (1,863)

(8) Interest received (1)

1,955 Works undertaken (Dwellings only) 1,259
(143) Balance 31 March 2009 (748)

13.5 Capital Receipts

2008/09 0

£000 £000

275 Sale of council houses 700

119 Sale of land 317

-               Sale of council houses - discount repaid -               

7 Council house loan repayments 7
401 Total 1,024

13.6 Rent Arrears

2008/09 0

£000 £000

151 Dwellings/garages rent arrears 167

5 Housing benefit overpayments  16

12 Court costs 17
168 Arrears at 31 March 2010 200

13.7 Bad Debt Provision

13.8 Rents Paid in Advance

2008/09 0

£000 £000
(35) Dwellings rental income paid in advance (60)

This account is credited with depreciation and is used to finance HRA capital expenditure.  The depreciation charge is funded 
by the Major Repairs Allowance which is included within the HRA subsidy and reflects the cost of keeping the stock in its 
current condition.

At 31 March 2010 the rent arrears as a proportion of gross rent income totalled 2.0%.  This represented an increase 
compared with 2008/09 when the proportion was 1.65%.  Amounts written off during 2009/10 amounted to £24k (£38k in 
2008/09). The breakdown of the total arrears is shown below.

The overall provision for bad debt for housing rents stood at £35k as at 31 March 2009. Following review of the level and age 
of arrears as at 31 March 2010, it is considered that £35k remains an adequate provision and so remains unchanged.
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NOTES TO THE HOUSING REVENUE INCOME AND EXPENDITURE ACCOUNT

13.9 Gross Rents

This represents the total rent income due for the year after allowing for voids and other adjustments. At the year-end 0.7% of properties 

were vacant compared to a figure of 1.0% in 2008/09. Average rents were £62.32 per week based on a 52 week year (2008/09 £60.52).

13.10 Depreciation & Impairment of Fixed Assets

Depreciation and Amortisation

2008/09 0

£000 £000

Operational Assets

1,775 Dwellings 1,863

31 Other Land and Buildings 77

0 Infrastructure 6

0 Intangible assets 470

1,806 Total 2,416

Impairment

2008/09 0

Impairment Impairment

£000 £000

Operational Assets

24,091 Dwellings (10,928)

2,059 Other Land and Buildings 239

26,150 Total (10,689)

13.11 Housing Subsidy

2008/09 2009/10

£000 £000

(3,999) Management and maintenance (4,136)

(1,775) Major repairs allowance (1,863)

(470) Charges for capital (386)

2 Interest on receipts 2

9,548 Guideline rent income 9,653

(476) Adjustment in respect of earlier years 347

2,830 Net HRA Subsidy paid 3,617

13.12 Deferred Premiums

When the Council went debt free in 2004 some loans associated with the HRA were redeemed. Premiums were charged on the 

repayment of the loans which have previously been charged to the HRA over a ten year period. The SORP now requires that the 

 balance of the premiums be written off immediately to the HRA Income and Expenditure Account. However, there is a statutory 

override which means that an adjustment is made through the Statement of Movement on the HRA Balance so that the net 

annual charge to the HRA is the same as before. The deferred premiums are now carried forward in the new financial instruments 

adjustment account (see note 10.31).

The net HRA subsidy is paid over to the Department of Communities and Local Government (DCLG) during the financial year.
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14.0

2008/09 Notes 2009/10
£000 £000

Income

37,392 Council Tax 38,702

Transfers from General Fund

4,328  - Council Tax Benefits 4,754

2  - Transitional Relief 1

11,300 Business Rates 15.2 11,257

53,022 Total Income 54,714

Expenditure

Precepts and Demands from County and District 15.4

29,227  - Devon County Council 30,447

4,810  - Mid Devon District Council 4,991

3,906  - Devon and Cornwall Police 4,150

1,829  - Devon Fire and Rescue 1,924

762  - Parish Precepts 828

40,534 42,340

Business Rates

11,198  - Payment to National Pool 11,154

102  - Costs of Collection 103

Bad and doubtful debts/appeals

69  - Write offs - Council Tax  91

43  - (Decrease)/Increase in provision for bad debts - Council Tax 17

Distribution of previous year's revenue account surplus

793  - Devon County Council 1,166

150  - Mid Devon District Council 150

102  - Devon and Cornwall Police 153
49  - Devon Fire and Rescue 73

53,040 Total Expenditure 55,247

(18) (Deficit)/Surplus for the year (533)
1,395 Balance at beginning of the year 1,377

1,377 Movement on fund balance 844

THE COLLECTION FUND INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31 
MARCH 2010

This account reflects the statutory requirement for billing authorities to maintain a separate Collection 
fund which shows the transactions of the billing authority in relation to non-domestic rates and the 
council tax and illustrates the way in which these have been distributed to preceptors and the General 
Fund.
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15.0 NOTES TO THE COLLECTION FUND

15.1 General

15.2 Income from Business Rates

The table below shows the breakdown of the non domestic rate income.

2008/09 2009/10

£000 £000

13,140 Annual debit for the year 14,161

(55) Add changes to assessments (681)

(1,785) Less other adjustments including: empty property discount, (2,223)

charity relief & transitional relief

11,300 Total 11,257

15.3 Calculation of Council Tax Base

Actual Band D Equivalent

A 4,586.9 3,057.3

B 7,322.6 5,695.3

C 5,497.1 4,886.3

D 5,324.0 5,324.0

E 3,930.1 4,803.5

F 2,108.1 3,045.0

G 884.0 1,473.3

H 48.3 96.5

Total 29,700.9 28,381.2  

15.4 Precepting Authorities

2008/09 2009/10
£000 £000

29,227 Devon County Council 30,447
4,810 Mid Devon District Council 4,991
3,906 Devon and Cornwall Police 4,150
1,829 Devon Fire and Rescue 1,924

762 Parish Precepts 828
40,534 Total 42,340

These accounts represent the transactions of the Collection Fund, which is a statutory fund separate from the main accounts 
of the Council.  The accounts are, however, consolidated with the Council's balance sheet. The accounts have been 
prepared on the accruals basis.

Under the revised arrangements for uniform rates, the Council collects non domestic rates for its area, which are based on 
local rateable values multiplied by a uniform rate.  The total amount, less certain relief's and other deductions, is paid to a 
central pool (the NNDR pool) managed by central government, which in turn pays back to authorities their share of the pool 
based on a standard amount per head of the local population. The amount at the 31 March 2010 is £14,483k. This is 
calculated by taking the rateable value at that date of £29,862k multiplied by the uniform business rate of  48.5p per £.

The council tax base is calculated by taking the number of chargeable dwellings in each valuation band  (adjusted for 
discounts as necessary) and converted into the number of Band D equivalent properties multiplied by the council tax rate per 
Band D properties.

Number of Dwellings
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16.0 GLOSSARY OF TERMS 
 
Accounting Period 
The period of time covered by the accounts, normally a period of twelve months 
commencing on 1 April.  The end of the accounting period is the balance sheet date. 
 

Accruals 
Sums included in the final accounts to recognise revenue and capital income and 
expenditure attributable to the accounting period, but for which payment has not been 
received or made by  
31 March. 
 

Actuarial Gains and Losses 
For a defined benefit pension scheme, the changes in actuarial deficits or surpluses 
that arise because: 

• Events have not coincided with the actuarial assumptions made for the last 
valuation (experience gains and losses); or  

• The actuarial assumptions have changed. 
 

Amortisation 
The writing down of an intangible fixed asset over its useful life. 
 
Assets 
An item having value to the Council in monetary terms, categorised as: 
 

• Current assets will be consumed within the next financial year (eg: cash and 
stock). 

• Fixed assets provide benefits over their useful life for more that one year and 
can be tangible (eg school buildings) or intangible (eg: computer software 
licences). 

• Community assets are assets that the local authority intends to hold in 
perpetuity, that have no determinable useful life and may have restrictions on 
their disposal (eg: works of art, windmills and picnic sites). 

• Infrastructure assets that form part of the economic or social framework of the 
area and whose function is not transferable (eg: highways, bridges and 
footpaths). 

• Operational assets are fixed assets held and occupied by a local authority and 
used in the direct delivery of services. 

• Non Operational assets are fixed assets held by a local authority but not 
directly occupied, used or consumed in the delivery of services (eg: buildings 
under construction and surplus assets. 

• Under Construction details capital expenditure to date on work in progress. 
 

Audit of Accounts 
An independent examination of the Council’s financial affairs. 
 

Balances 
The total revenue reserves required to provide a working balance during the financial 
year, for example in periods when expenditure exceeds income. 
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Best Value Accounting Code of Practice 
Details standard definitions of service and total cost which enables spending 
comparisons to be made with other local authorities. 
 
 
Budget 
The forecast of net revenue and capital expenditure over the accounting period. 
 
Capital Adjustment Account 
This records the timing difference between the costs of fixed assets used and the 
capital financing set aside to pay for them. 
 
Capital Expenditure 
Expenditure on assets which have a long term value.  Includes the purchase of land, 
purchase or cost of construction of buildings and the acquisition of plant, equipment 
and vehicles. 
 
Capital Charges 
This is a general term used for the notional charges made to service revenue accounts 
for the use of fixed assets.  The term covers the following: 
 
Pre 1.4.2006 Depreciation (including impairment charges, amortisation of deferred 
charges) plus a capital financing charge for the use of the asset (also known as 
notional interest). These costs were included in gross expenditure. 
 
Post 1.4.2006 Depreciation, Impairment charges and Amortisation of Deferred 
Charges (included in gross expenditure) offset by the Amortisation of government 
grants deferred (included in income). 
 
Capital Receipts 
Proceeds received from the sale of property and other fixed assets. 
 

CIPFA 
The Chartered Institute of Public Finance and Accountancy. 
 

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

Corporate Democratic Core 
Those activities which the local authority is engaged in specifically because it is an 
elected multi-purpose authority.  This includes the costs of corporate policy making, 
representing local interests, representatives and duties arising from public 
accountability. 
 

Creditor 
Amounts owed by the Council for work done, goods received or services rendered but 
for which payment has not been made at 31 March. 
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Debtor 
Sums of money due to the authority but unpaid at 31 March. 
 

Deferred Charges 
Expenditure which may properly be capitalised but which does not result in tangible 
fixed assets owned by the Council.  These charges are to be amortised to revenue 
over an appropriate period. 
 
Deferred Liabilities 
Sums of money due by the Council originally repayable within a period in excess of 
twelve months but where payment is not due until future years. 
 

Depreciation 
The allocation of the cost of the useful economic life of the Council’s fixed assets for 
the accounting period through general wear and tear, consumption or obsolescence.  
 

Earmarked Reserves 
Those elements of total Council reserves which are retained for specific purposes. 
 
Finance Lease 
A lease whereby all the risks and rewards of ownership of a fixed asset are with the 
lessee. In substance the asset belongs to the lessee. 
 
General Fund 
The main revenue fund of the Council.  Income from the council tax precept and 
Government grants are paid into the fund, from which the cost of providing services 
are met. 
 
Government Grants 
Payments by Central Government towards local authority expenditure.  They are 
specific for a particular service; and are receivable in respect of both revenue and 
capital expenditure. 
 
Government Grants Deferred 
Grants or contributions received which have supported wholly or in part the acquisition 
of fixed assets, net of the appropriate share of depreciation on those assets for which a 
depreciation charge is made. 
 
Housing Revenue Account 
Statutory ring-fenced account required to represent the landlord/tenant obligations for 
the Council in relation to managing and maintaining its housing stock in return for 
rental income from tenants. 
 
Impairment 
A reduction in the value of a fixed asset to below its carrying amount on the balance 
sheet due to damage, obsolescence or a general decrease in market value. 
 
Income & Expenditure Account 
The net cost for the year for services provided by the Council for which it is responsible 
and showing how the cost has been financed from precepts, grants and other income. 
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Liquid Resources 
Cash and current Asset investments that can be easily converted to known amounts of 
cash without penalty, or can be traded on the active market. 
 
Long Term Borrowing 
Amounts borrowed in excess of 364 days. 
 
Long-Term Contract 
A contract entered into for the design, manufacture or construction of a single 
substantial asset, or the provision of a service (or a combination of assets and services 
which together constitute a single project), where the project falls into more than one 
accounting period. 
 
Long Term Debtors 
Sums of money due to the Authority originally repayable within a period in excess of 
twelve months but where payment is not due until future years. 
 
Net Book Value 
The value of fixed assets included on the balance sheet, being the historical cost or a 
current revaluation less the cumulative amounts of depreciation. 
 
Non-distributed Costs 
In the main this represents support service area charges. Eg: Corporate Management, 
Finance, Legal, ICT, HR services, etc. In addition to this a number of non-service 
specific corporate fees are included. 
 
Operating Lease 
A lease where the risks and rewards, and therefore the ownership of the asset, 
remains with the lessor. 
 
Precept 
The amount levied by one authority which is collected by another.  Eg: the County 
Council is the precepting authority and the District Council is the collecting authority.   
 
Provision 
This is an amount which is put aside to cover future liabilities or losses which are 
considered to be certain or very likely to occur, but the amounts and timing are 
uncertain. 
 
Reserves 
The accumulation of surpluses, deficits and appropriations over past years.  Reserves 
of a revenue nature are available and can be spent or earmarked at the discretion on 
the Council.  Some capital reserves such as the fixed asset restatement account 
cannot be used to meet current expenditure. 
 
Revaluation Reserve  
This records net gains from revaluations made after 1 April 2007 not yet realised 
through sales. 
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Revenue Contributions 
This refers to the financing of capital expenditure directly from revenue rather than 
from loans or other sources. 
 
Revenue Expenditure 
The day to day expenditure of the authority on such items as employees and 
equipment. 
 
Revenue Support Grant (RSG) 
The major grant paid by central government to local authorities in aid of service 
provision. 
 
Stocks 
Items of raw materials, work in progress or finished goods held at the financial year 
end, valued at the lower of cost or net realisable value. 
 
Trust Funds 
Funds administered by the Council for such purposes as prizes, charities and specific 
projects, on behalf of minors. 
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Status of our reports 
The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit 
Commission explains the respective responsibilities of auditors and of the audited body. 
Reports prepared by appointed auditors are addressed to  
members or officers. They are prepared for the sole use of the audited body. Auditors 
accept no responsibility to: 

• any member or officer in their individual capacity; or  
• any third party.  
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Ladies and Gentlemen 

 

2009/10 Annual Governance Report  
 

I am pleased to present the results of my audit work for 2009/10. 

I discussed and agreed a draft of the report with the Chief Executive and Financial 
Services Manager on 8 September 2010.  

My report sets out the key issues that you should consider before I complete the audit.  

It asks you to: 

• consider the matters raised in the report before approving the financial statements 
(pages 7 to 11); 

• agree to adjust the errors in the financial statements I have identified, which 
management has declined to amend or set out the reasons for not amending the 
errors (Appendix 2); 

• approve the letter of representation on behalf of the Council before I issue my 
opinion and conclusion (Appendix 3); and 

• agree your response to the proposed action plan (Appendix 5).   
 

Yours faithfully 

 

 

Wayne Rickard 
District Auditor 

Date 
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Key messages 
This report summarises my findings from the 2009/10 audit which is substantially 
complete. It includes the messages arising from my audit of your financial 
statements and the results of the work I have undertaken to assess your 
arrangements to secure value for money in your use of resources.  
 
 
Financial statements Results Page 

Unqualified audit opinion Yes 7 

Financial statements free from material error Yes 7 

Adequate internal control environment Yes 7 

Value for money Results Page 

Adequate arrangements to secure value for money Yes 12 

Audit opinion 
1 Subject to satisfactory clearance of outstanding matters, I plan to issue an unmodified 

audit report including an unqualified opinion on the financial statements and on the 
arrangements to secure value for money. Appendix 1 contains my draft report. 

2 I identified two non-trivial errors. Officers have not adjusted the financial statements.  

3 I identified six presentational inconsistencies and officers have adjusted the financial 
statements and supporting notes. 

4 I have not identified any weakness in the design or operation of an internal control that 
might result in a material error in your financial statements of which you are not aware. 

Value for money 
5 The Council has made proper arrangements for securing economy, efficiency and 

effectiveness in its use of resources. I plan to issue an unqualified value for money 
conclusion as outlined on page 12. This is a significant improvement from the previous 
year when I issued a qualified conclusion because the Council failed four of the 
criteria. 

Audit fees 
6 On 17 April 2009 I reported my proposed fee in my audit fee letter for 2009/10. The 

audit opinion plan issued in February 2010, updated the initial fee planning and 
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advised that the original fee was appropriate.  I have revisited the fee after completing 
the audit, and I can confirm the 2009/10 audit fee remains unchanged. 

Independence 
7 I identified the following threat to independence. A member of the audit team, Sarah 

Martin, declared a friendship with a member of the finance team, JP Mclachlan. I 
applied the following safeguards that reduced this threat to an acceptably low level: 

• JP Mclachlan undertakes the treasury management function. The audit manager 
audited the Council's investments and I reviewed the work; and 

• another audit team member reviewed other information for the accounts prepared 
by JP Mclachlan and this was reviewed by the audit manager. 
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Next steps 
This report identifies the key messages that you should consider before I issue my 
financial statements opinion, value for money conclusion, and audit closure 
certificate. It includes only matters of governance interest that have come to my 
attention in performing my audit. My audit is not designed to identify all matters that 
might be relevant to you.  
 

8 I ask the Audit Committee to: 

• consider the matters raised in the report before approving the financial statements 
(pages 7 to 11); 

• agree to adjust the errors in the financial statements I have identified that 
management has declined to amend or set out the reasons for not amending the 
errors (Appendix 2);  

• approve the letter of representation on behalf of the Council before I issue my 
opinion and conclusion (Appendix 3); and 

• agree your response to the proposed action plan (Appendix 5). 
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Financial statements 
The Council's financial statements and annual governance statement are important 
means by which the Council accounts for its stewardship of public funds. As 
Council members you have final responsibility for these statements. It is important 
that you consider my findings before you adopt the financial statements and the 
annual governance statement. 

Opinion on the financial statements 
9 Subject to satisfactory clearance of outstanding matters, I plan to issue an audit report 

including an unqualified opinion on the financial statements. Appendix 1 contains a 
copy of my draft audit report. 

Outstanding matters 
10 My work on the financial statements is complete except for audit closure procedures. 

This includes our internal quality review procedures, updating the post balance sheet 
events review to the date of signing the accounts and receipt and consideration of the 
signed letter of representation.  

Errors in the financial statements 
11 I report all errors identified during the audit that are above a trivial threshold. For this 

audit the threshold is £7,470. I have identified two errors, totalling £27k, that require 
reporting. The accounts have not been adjusted. 

Important weaknesses in internal control 
12 I have not identified any weakness in the design or operation of an internal control that 

might result in a material error in your financial statements of which you are not aware.  

13 I have issued a report on your financial controls to bring to management's attention 
areas where controls are weak. Management have agreed an action plan to address 
the areas. I will monitor and report against the actions as part of my 2010/11 audit. 

Key areas of judgement and audit risk 
14 In planning my audit I identified specific risks and areas of judgement I would consider 

as part of my audit. I reported five specific risks in my audit opinion plan, see table 1. 
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Table 1 Key areas of judgement and audit risk 
 

Issue or risk Finding 

The 2008/09 draft accounts contained 
weaknesses. 

The Council's 2009/10 draft accounts did 
not contain any material errors. 

The Council's accounting for fixed assets 
may not remove all material errors. 

I am satisfied that fixed assets are not 
materially misstated. 

Because of the current economic climate 
the financial assets of the Council may be 
subject to impairment. 

I reviewed the Council's approach to 
impairing financial assets. I am satisfied 
financial assets are not materially 
misstated. 

Local Government accounts for 2010/11 
become subject to the requirements of 
International Financial Reporting 
Standards (IFRS). The Council has to 
undertake certain actions as part of its 
2009/10 accounts preparation. This could 
impact on the Council's closedown 
programme for 2009/10. 

The Council met its closedown programme 
timetable. 

CIPFA's Statement of Recommended 
Practice (SoRP) includes key changes that 
will affect the presentation of the 2009/10 
Financial Statements. For example, the 
recording of collection fund entries for 
collecting and precepting councils and 
increased disclosures for officer’s 
remuneration. 

Subject to some minor disclosure issues 
the Council met the requirements of the 
SoRP. 

Unadjusted misstatements 
15 I identified the following misstatements during the audit of the financial statements. 

Management have not adjusted the statements and I bring them to your attention to 
help you in fulfilling your governance responsibilities. 

Table 2  
 

Description of error Accounts affected Error value (£m) 

The Council's prepayments 
included the accrual of bills 
for 2010/11 raised before 31 
March 2010 and not paid 

Current liabilities. 
Current assets. 

£9k 
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Description of error Accounts affected Error value (£m) 
until April 2010. 
 

The Council has not accrued 
for the Audit Commission 
fees for auditing grant 
claims. Note 10.5 has been 
amended to show the true 
cost of auditing grant claims. 

I&E account. 
Current liabilities. 

£18k 

Accounting practice and financial reporting 
16 I consider the non-numeric content of your financial reporting. Table 3 contains the 

issues I want to raise with you.  

Table 3  
 

Finding Action 

The Council has a reserve called S106 
balances. This represents funds set aside 
to finance maintenance and amenity spend 
in future years. 

The reserve's title is misleading, the 
balance is not linked to developer 
contributions and the balance will not be 
repaid under S106 liabilities. Management 
have amended the title. 

The Council's senior officer remuneration 
note needed more wording to clarify the 
information shown in each table. 

Management have amended the note. 

The Council did not report the movement 
in the Capital Financing Requirement. 

Management have amended the note. 

The Council did not include a note for 
continuing and discontinued activities. 

Management have added the appropriate 
note. 

Accounting policy wording needed 
updating as follows: 
• 2.3 - amendment to include reference to 

FRS18 and remove reference to 
SSAP2; 

• 2.9 - to be amended to say 2008 
BVACOP; and 

• 2.1 - to include additional narrative 
about changes to the accounting for 
local taxes. The Council needed to 
make clear that it acts as an agent for 

Management have amended the 
accounting policies. 



Financial statements 

 

Mid Devon District Council  10
 

Finding Action 
other major preceptors. 

 

From 1 April 2010 the pension increase 
order applied to public service pension 
schemes will be linked to the Consumer 
Price Index (CPI) rather than the Retail 
Price Index (RPI). 

Management have included a Post 
Balance Sheet Event note to explain the 
financial effect of this change on its 
pension liability. 

 

 
Recommendation 
R1 The Chief accountant should ensure that all accounts disclosures meet the 

minimum requirements of the Code of Practice on Local Authority Accounting in the 
UK (the SoRP). 

Annual Governance Statement 
17 The Council's Annual Governance Statement (AGS) is the public document that 

provides assurance to stakeholders that the Council has sound governance 
arrangements. The Audit Committee should play an important role in reviewing the 
sources of assurance that supports the statement. It should review the statement for 
consistency based on the reports it has received over the year and it should hold 
management to account where control weaknesses are identified.   

18 Internal audit form one part of the assurance framework for the AGS and the Audit 
Committee should consider this with other assurances, including management, 
external audit and other inspectorates. In placing reliance on internal audit assurance 
the Audit Committee should formally review the effectiveness of internal audit each 
year. 

19 I observed the following this year which suggests there is scope for the Audit 
Committee to become more involved in the preparation of the AGS next year: 

• management team discussed the AGS evidence before this went to the Audit 
Committee; 

• the Audit Committee considered the annual internal audit report at the 6 July Audit 
Committee meeting, this was after the approval of the AGS on 29 June 2010; and 

• the Audit Committee did not formally review the effectiveness of internal audit, 
although it did consider the 2008/09 Audit Commission review of internal audit and 
the actions taken against the recommendations.  

 
Recommendation 
R2 The Audit Committee should take a lead role in reviewing the evidence to support the 

Annual Governance Statement. 
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Letter of representation 
20 Before I issue my opinion, auditing standards require me to ask you and management 

for written representations about your financial statements and governance 
arrangements. Appendix 3 contains the draft letter of representation.  
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Value for money 
I am required to decide whether the Council put in place satisfactory corporate 
arrangements for securing economy, efficiency and effectiveness in its use of 
resources. This is known as the value for money conclusion.  

Value for money conclusion 
21 I assess your arrangements to secure economy, efficiency and effectiveness in your 

use of resources against criteria specified by the Audit Commission. I have shown my 
conclusions on each of the areas in Appendix 4.  

22 I intend to issue an unqualified conclusion stating the Council had adequate 
arrangements to secure economy, efficiency and effectiveness in the use of resources. 
Appendix 1 contains my draft report. 

Improvements since 2008/09 
23 I qualified the conclusion on your arrangements in 2008/09. I identified the following: 

• the Council did not integrate financial planning with strategic and service planning 
processes on a medium to long-term basis;  

• the 2008/09 draft annual accounts included material errors; 
• I was unable to obtain sufficient appropriate evidence the Council had effective risk 

management arrangements; 
• the Council did not have a clear strategy and effective arrangements, including 

allocation of appropriate resources, to manage the risk of fraud and corruption; and 
• the Council did not have an adequate workforce plan for the medium and longer 

term which identifies staff numbers and skills and plans to achieve this. 

24 I am pleased to report the Council has addressed all the weaknesses identified in 
2008/09. In particular: 

• The Council approved its updated medium term financial plan in October 2009. 
The plan sets out the financial resources available to deliver the Council's 
continuing pledges. 

• The 2009/10 draft annual accounts are free from material error. 
• The Council improved its risk management arrangements. A corporate risk register 

is maintained and the audit committee and executive oversee corporate risks. All 
high risks are reported to full Council. 

• Fraud and corruption and whistle-blowing policies are in place. Internal audit 
monitor compliance, any non-compliance with these and the financial and contract 
procedures are investigated. 
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• During the last year the Council has made significant progress in improving the 
way it manages its workforce. In particular, it has produced a workforce plan, and 
is taking a comprehensive approach to identifying and addressing skills gaps to 
meet the Council’s needs now and in the future.  

Natural resources 
25 The value for money conclusion included a new criterion for 2009/10, "Is the Council 

making effective use of natural resources?" This assesses whether the Council: 

• understands and can quantify its use of natural resources, and can identify the 
main influencing factors; 

• manages performance to reduce its impact on the environment; and 
• manages the environmental risks it faces, working effectively with partners. 

26 The assessment considers natural resources which the Council, through its own 
operations, either consumes directly or impacts upon. These are: 

• energy; 
• clean water; 
• clean air; 
• land and soil; and 
• materials including plant and animal products (such as wood and food) and 

minerals. 

27 The Council manages its use of natural resources effectively. The Council has a good 
understanding of its use of natural resources and how it can improve the local 
environment. In particular: 

• the Council has calculated its carbon footprint and has good plans that show how it 
will lessen its footprint; 

• a two-part climate change strategy is in place; 
• energy consumption is reducing through initiatives such as  better lighting and 

energy controls in council buildings, under floor heating in the library, and better 
monitoring of data;  

• water use is reducing by using water from local boreholes; 
• a green travel plan is in place; 
• the Council's dedicated team ensure that Council activities and the local 

community consider environmental issues; and 
• the Council has improved its capacity to lessen consumption through strong 

partnership work.  
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Glossary  
Annual governance statement  
28 Governance is about how local government bodies ensure that they are doing the right 

things, in the right way, for the right people, in a timely, inclusive, open, honest and 
accountable manner. 

29 It comprises the systems and processes, and cultures and values, by which local 
government bodies are directed and controlled and through which they account to, 
engage with and, where appropriate, lead their communities.  

30 The annual governance statement is a public report by the Council on the extent to 
which it complies with its own local governance code. It includes how it has monitored 
the effectiveness of its governance arrangements in the year, and on any planned 
changes in the coming period. 

Audit closure certificate  
31 A certificate that I have completed the audit following statutory requirements. This 

marks the point when I have completed my responsibilities for the audit of the period 
covered by the certificate. 

Audit opinion  
32 On completion of the audit of the accounts, auditors must give their opinion on the 

financial statements, including:  

• whether they give a true and fair view of the financial position of the audited body 
and its spending and income for the year in question; and 

• whether they have been prepared properly, following the relevant accounting rules. 

Unqualified  
33 The auditor does not have any reservations.  

Value for money conclusion  
34 The auditor’s conclusion on whether the audited body has put in place proper 

arrangements for securing economy, efficiency and effectiveness in its use of 
resources. 
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Appendix 1 – Independent 
auditor’s report to Members of 
Mid Devon District Council 
 
Opinion on the accounting statements 
I have audited the Authority accounting statements and related notes of Mid Devon District 
Council for the year ended 31 March 2010 under the Audit Commission Act 1998. The 
accounting statements comprise the Income and Expenditure Account, the Statement of 
Movement on the General Fund Balance, the Balance Sheet, the Statement of Total 
Recognised Gains and Losses, the Cash Flow Statement, the Housing Revenue Account, 
the Statement of Movement on the Housing Revenue Account, the Collection Fund and 
the related notes. These accounting statements have been prepared under the accounting 
policies set out in the Statement of Accounting Policies. 
This report is made solely to the members of Mid Devon District Council in accordance 
with Part II of the Audit Commission Act 1998 and for no other purpose, as set out in 
paragraph 49 of the Statement of Responsibilities of Auditors and of Audited Bodies 
published by the Audit Commission in April 2008. 
Respective responsibilities of the Financial Services Manager and auditor 
The Financial Services Manager responsibilities for preparing the accounting statements in 
accordance with relevant legal and regulatory requirements and the Code of Practice on 
Local Authority Accounting in the United Kingdom 2009: A Statement of Recommended 
Practice are set out in the Statement of Responsibilities for the Statement of Accounts. 
My responsibility is to audit the accounting statements in accordance with relevant legal 
and regulatory requirements and International Standards on Auditing (UK and Ireland).  
I report to you my opinion as to whether the accounting statements give a true and fair 
view, in accordance with relevant legal and regulatory requirements and the Code of 
Practice on Local Authority Accounting in the United Kingdom 2009: A Statement of 
Recommended Practice, of the financial position of the Authority and its income and 
expenditure for the year.  
I review whether the governance statement reflects compliance with ‘Delivering Good 
Governance in Local Government: A Framework’ published by CIPFA/SOLACE in June 
2007. I report if it does not comply with proper practices specified by CIPFA/SOLACE or if 
the statement is misleading or inconsistent with other information I am aware of from my 
audit of the accounting statements. I am not required to consider, nor have I considered, 
whether the governance statement covers all risks and controls. Neither am I required to 
form an opinion on the effectiveness of the Authority’s corporate governance procedures 
or its risk and control procedures. 
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I read other information published with the accounting statements, and consider whether it 
is consistent with the audited accounting statements. This other information comprises the 
Explanatory Foreword. I consider the implications for my report if I become aware of any 
apparent misstatements or material inconsistencies with the accounting statements. My 
responsibilities do not extend to any other information. 
Basis of audit opinion 
I 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 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 accounting statements and 
related notes, and of whether the accounting policies are appropriate to the Authority’s 
circumstances, consistently applied and adequately disclosed. 
I planned and performed my audit so as to obtain all the information and explanations 
which I considered necessary in order to provide me with sufficient evidence to give 
reasonable assurance that the accounting statements and related notes are free from 
material misstatement, whether caused by fraud or other irregularity or error. In forming my 
opinion I also evaluated the overall adequacy of the presentation of information in the 
accounting statements and related notes. 
Opinion 
In my opinion the Authority accounting statements give a true and fair view, in accordance 
with relevant legal and regulatory requirements and the Code of Practice on Local 
Authority Accounting in the United Kingdom 2009: A Statement of Recommended 
Practice, of the financial position of the Authority as at 31 March 2010 and its income and 
expenditure for the year then ended. 
 
Conclusion on arrangements for securing economy, efficiency and effectiveness in 
the use of resources  
Authority’s Responsibilities 
The Authority is responsible for putting in place proper arrangements to secure economy, 
efficiency and effectiveness in its use of resources, to ensure proper stewardship and 
governance and regularly to review the adequacy and effectiveness of these 
arrangements.  
 
Auditor’s Responsibilities 
I 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 for principal local authorities specified by the Audit Commission and 
published in May 2008 and updated in October 2009. I report if significant matters have 
come to my attention which prevent me from concluding that the Authority has made such 
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proper arrangements. I am not required to consider, nor have I considered, whether all 
aspects of the Authority’s arrangements for securing economy, efficiency and 
effectiveness in its use of resources are operating effectively. 
 
Conclusion  
I have undertaken my audit in accordance with the Code of Audit Practice and having 
regard to the criteria for principal local authorities specified by the Audit Commission and 
published in May 2008 and updated in October 2009, and the supporting guidance, I am 
satisfied that, in all significant respects, Mid Devon District Council made proper 
arrangements to secure economy, efficiency and effectiveness in its use of resources for 
the year ended 31 March 2010. 
 
Certificate 
I certify that I 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. 
 
 

Wayne Rickard 

Officer of the Audit Commission 

District Auditor 
Unit 3-6 Blenheim Court 
Matford Business Park 
Lustleigh Close 
Exeter 
EX2 8PW 
 

[Date] 



 Appendix 2 – Unadjusted misstatements in the accounts  

 

Mid Devon District Council  18
 

Appendix 2 – Unadjusted 
misstatements in the accounts 
 
I identified the following misstatements during my audit, but management has not adjusted 
the financial statements. I bring them to your attention to help you in fulfilling your 
governance responsibilities. If you decide not to amend, please tell us why in the 
representation letter. If you believe the affect of the uncorrected errors, individually and 
collectively, is immaterial, please reflect this in the representation letter. Please attach a 
schedule of the uncorrected errors to the representation letter.  

Table 4  
 

Description of error 
 

Accounts affected Value of error 
£ million 

The Council's prepayments were 
reduced by accruals relating to bills 
relating to 2010/11 raised before 31 
March 2010 and not paid until April 
2010. 
 

Current liabilities. 
Current assets. 

£9k 

The Council has not accrued for the 
Audit Commission fees for auditing 
grant claims. 

I&E account. 
Current liabilities. 

£18k 
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Appendix 3 – Draft letter of 
representation 
 
To:  
Wayne Rickard 
District Auditor 
Unit 3-6 Blenheim Court 
Matford Business Park 
Lustleigh Close 
Exeter 
EX2 8PW 
 
Mid Devon District Council - Audit for the year ended 31 March 2010 
 
I confirm to the best of my knowledge and belief, having made appropriate enquiries of 
other officers of Mid Devon District Council, the following representations given to you in 
connection with your audit of the Council’s financial statements for the year ended 31 
March 2010. All representations cover the Council’s accounts included within the financial 
statements. 
 
Compliance with the statutory authorities 
I acknowledge my responsibility under the relevant statutory authorities for preparing the 
financial statements in accordance with the Code of Practice for Local Authority 
Accounting in the United Kingdom: A Statement of Recommended Practice and United 
Kingdom, Generally Accepted Accounting Practice and International Financial Reporting 
Standards which give a true and fair view of the financial position and financial 
performance of the Council and for making accurate representations to you.  
 
Uncorrected misstatements 
I confirm that I believe that the effects of the uncorrected financial statements 
misstatements listed in the attached schedule are not material to the financial statements, 
either individually or in aggregate. These misstatements have been discussed with those 
charged with governance within the Council and the reason for not correcting these items 
are that the misstatements in aggregate are minor and do not influence the reader of the 
accounts.  
 
Supporting records 
All the accounting records have been made available to you for the purpose of your audit 
and all the transactions undertaken by the Council have been properly reflected and 
recorded in the accounting records. All other records and related information, including 
minutes of all Council and Committee meetings, have been made available to you. 
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Irregularities 
I acknowledge my responsibility for the design and implementation of internal control 
systems to prevent and detect fraud or error. 
There have been no: 

• irregularities involving management or employees who have significant roles in the 
system of internal accounting control; 

• irregularities involving other employees that could have a material effect on the 
financial statements; or  

• communications from regulatory agencies concerning non-compliance with, or 
deficiencies on, financial reporting practices which could have a material effect on 
the financial statements. 

I also confirm that I have disclosed: 

• my knowledge of fraud, or suspected fraud, involving either management, 
employees who have significant roles in internal control or others where fraud 
could have a material effect on the financial statements; and 

• my knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s 
financial statements communicated by employees, former employees, analysts, 
regulators or others. 

 
Law, regulations, contractual arrangements and codes of practice 
There are no instances of non-compliance with laws, regulations and codes of practice, 
likely to have a significant effect on the finances or operations of the Council. 
The Council has complied with all aspects of contractual arrangements that could have a 
material effect on the financial statements in the event of non-compliance.  There has 
been no non-compliance with requirements of regulatory authorities that could have a 
material effect on the financial statements in the event of non-compliance. 
 
Fair Values 
I confirm the reasonableness of the significant assumptions within the financial statements. 
I confirm: 

• the appropriateness of the measurement method; 
• the basis used by management to overcome the presumption under the financial 

reporting framework; 
• the completeness and appropriateness under the financial reporting framework; 

and  
• subsequent events do not require adjustment to the fair value measurement. 

 
Assets 
The following have been properly recorded and, where appropriate, adequately disclosed 
in the financial statements: 
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• losses arising from sale & purchase commitments; 
• agreements & options to buy back assets previously sold; and 
• assets pledged as collateral. 
 

Compensating arrangements 
The Council has a compensating arrangement between its bank accounts. There are no 
other formal or informal compensating balancing arrangements with any of our cash and 
investment accounts.  
 
Contingent liabilities 
There are no other contingent liabilities, other than those that have been properly recorded 
and disclosed in the financial statements. In particular: 

• there is no significant pending or threatened litigation, other than those already 
disclosed in the financial statements;  

• there are no material commitments or contractual issues, other than those already 
disclosed in the financial statements; and 

• no financial guarantees have been given to third parties. 
 
Related party transactions 
I confirm the completeness of the information disclosed regarding the identification of 
related parties. 
The identity of, and balances and transactions with, related parties have been properly 
recorded and where appropriate, adequately disclosed in the financial statements. 
 
Post balance sheet events  
Since the date of approval of the financial statements by the Council, no additional 
significant post balance sheet events that have occurred which would require additional 
adjustment or disclosure in the financial statements. 
The Council has no plans or intentions that may materially alter the carrying value or 
classification of assets and liabilities reflected in the financial statements. 
 
Specific representations: 
There are no other material amounts relating to unfunded liabilities, curtailments or 
settlements of past service costs relating to pension provision other than those which have 
been properly recorded and disclosed in the financial statements. 
The Council has not entered into any agreements or contracts that can be considered as 
service concessions under IFRIC 12. 
 
Signed on behalf of Mid Devon District Council 
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I confirm that the this letter has been discussed and agreed by the Audit Committee on 21 
September 2010 
 
Signed 
 
Name 
 
Position 
 
 
Date 
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Appendix 4 – Value for money 
criteria 
 

KLOE Met 

Managing finances 

Planning for financial health Yes 

Understanding costs and achieving efficiencies Yes 

Financial reporting Yes 

Governing the business 

Commissioning and procurement Yes 

Use of information Yes 

Good governance Yes 

Risk management and internal control Yes 

Managing resources 

Natural resources Yes 

Strategic asset management Not 
assessed 

Workforce Yes 
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Appendix 5 – Action plan 
 

Page 
no. 

Recommendation Priority 
1 = Low 
2 = Med 
3 = High 

Responsibility Agreed Comments Date 

 Annual Governance Report 2009/10 - Recommendations 

10 R1. The Chief accountant should ensure 
that all accounts disclosures meet the 
minimum requirements of the Code of 
Practice on Local Authority Accounting in 
the UK (the SoRP). 

3 Financial Services 
Manager 

Yes   

10 R2. The Audit Committee should take a lead 
role in reviewing the evidence to support the 
Annual Governance Statement. 

3 Chairman of the 
Audit Committee 

   



 

 

The Audit Commission 
The Audit Commission is an independent watchdog, driving economy, efficiency and 
effectiveness in local public services to deliver better outcomes for everyone. 

Our work across local government, health, housing, community safety and fire and rescue 
services means that we have a unique perspective. We promote value for money for 
taxpayers, auditing the £200 billion spent by 11,000 local public bodies.  

As a force for improvement, we work in partnership to assess local public services and 
make practical recommendations for promoting a better quality of life for local people. 

 

 

 

 

 

 

 

 

 

 

 

 

Copies of this report 
If you require further copies of this report, or a copy in large print, Braille, audio or in a 
language other than English, please call 0844 798 7070. 

 

© Audit Commission 2010 

For further information on the work of the Commission please contact: 

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ  

Tel: 0844 798 1212  Fax: 0844 798 2945  Textphone (minicom): 0844 798 2946 
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