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Explanatory Foreword

1 Introduction
1.1  This foreword gives:

e a summary of the various statements which make up the 2007/08
accounts

e abroad picture of where the money comes from and what it is spent on

e a summary of the revenue expenditure on services and capital
expenditure on new assets over the course of the year.

2 Summary of Statement of Accounts

2.1  The accounts for 2007/08 are set out on pages 5 to 8 and 17 to 60. They
consist of the following:

e Statement of accounting policies — sets out the policies adopted by the
Authority in preparing the Accounts. They are largely determined by
the Code of Practice.

e Statement of responsibilities for the statement of accounts — records the
respective responsibilities of the Authority, Treasurer and Chairman of
the Governance Committee.

¢ Income and Expenditure Account — reports the net cost for the year of
all the functions for which the Authority is responsible and how they
have been financed.

e Statement of Movement on General Fund Balance — discloses the
adjustments necessary to determine the movement on the General Fund
Balance for council tax setting purposes.

e Statement of Total Recognised Gains and Losses — brings together all
the gains and losses that reflect the Authority’s net worth.

e Balance Sheet — this sets out the financial position on 31 March 2008.

e Cash flow statement - this summarises cash coming in or going out
from transactions with others for revenue and capital purposes.

e Pension Fund Accounts — reflects the payments made to pensioners
and those retiring, transfers between pension funds by employees
joining and leaving the Authority and employer contributions. These
costs are met by a specific Government grant.

2.2 In addition an Annual Governance Statement, which reviews the
effectiveness of the system of internal control, is included on pages 9 to 16.

3 Where the money comes from

3.1  The Authority’s income comes from general Government grants, a share of
national business rates and the council tax. In addition specific Government
grants are received for certain services and fees are charged to customers for
some services. Interest is also earned on day to day balances.
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3.2  The proportion of the Authority’s income from these sources is as follows:

2006/07 2007/08

% %

Council tax 52.7 54.3

National business rates 36.1 36.8

General Government grants 7 6.2

Fees, charges & interest 2.2 1.3

Specific Government grants 2.0 14

100 100

4 What the money is spent on
4.1  The Authority spent its money as follows:

2006/08 2007/08
% %
Firefighters’ pay and allowances 61 60
Pensions 1 1
Other employee costs 16 17
Other costs 22 22
100 100

5 Overview of the year — revenue account

51 The main components of the 2007/08 budget and actual income and
expenditure are set out below:
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Original Budget Actual Variation

£7000 £°000 £°000

Net cost of services 67,818 65,216 -2,602
Interest payable 553 358 -195
Interest receivable -180 -1 +179
Loss on sale of fixed assets 0 162 +162
Pensions interest cost and expected 18,230 19,520 +1,290
return on pensions assets

Net operating exp/amount to be met 86,421 85,255 -1,166
from Gov’t grant and local taxpayers

Council tax precept income -34,855  -34,855 0
General Government grant -3,966 -3,966 0
National business rates -23,629  -23,629 0

Deficit for the year on the income and 23,971 22,805 -1,166
expenditure account

Depreciation, amortisation and -2,030 -2,980 -950
impairment of fixed assets

Gov’t grants deferred amortisation 0 162 +162
Deferred charges written down 0 -157 -157
Net charges made for retirement -29,780  -27,425 +2,355
benefits in accordance with FRS 17

Stat. provision for repayment of debt 369 338 -31
Reversal of loss on sale of assets 0 -150 -150
Capital exp. financed from revenue 760 937 +177
Employer pension contributions and 6,899 6,662 -237
payments to pensioners

Contribution from earmarked reserves -543 -546 -3
Movement in general fund balance -354 -354 0

General fund balance
Brought forward 1 April 2007 1,646 1,646 0

Carried forward 31 March 2008 2,000 2,000 0
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6

6.1

7

7.1

7.2

8.1

9.1

Overview of the year — capital expenditure

In 2007/08 the Authority spent £6,828,000 on capital projects:

Scheme £°000
Vehicles 2,067
Home Fire Safety Checks 157
HQ project 4,118
Building works associated with shift-crewing 220
changes

Station-end ICT equipment 66
Other 200
Total 6,828

Debt

The Authority had 15 loans totalling £5,950,000 in addition to accrued
interest of £42,000 as at 31 March 2008.

On a day to day basis the Authority is able to lend to and borrow from
Hampshire County Council.

Changes
There were no major changes to the Authority’s responsibilities in 2007/08.
Further information

Further information can be obtained about the accounts from the Treasurer to
the Fire and Rescue Authority at the County Treasurer’s Department,
Hampshire County Council, The Castle, Winchester, Hampshire, SO23 8UB,
telephone (01962) 847518, or e-mail jane.lovett@hants.gov.uk.
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2.1

2.2

3.1

3.2

3.3

3.4

General principles

The accounts have been prepared in accordance with the Code of Practice on
Local Authority Accounting in Great Britain: A Statement of Recommended
Practice (SORP) 2007 and the Accounts and Audit Regulations 2003. Any
significant non-compliance is explained in the following notes.

Debtors and creditors

Debtors and creditors have been accrued in accordance with the Code of
Practice.

There is, however, one exception. Electricity and other utility companies’
payments are accounted for at the date of meter reading rather than being
shared between financial years. This applies every year and therefore does not
have a material effect on the year’s accounts.

Reserves and provisions

Specific amounts are set aside as reserves for future policy purposes or to
cover contingencies. Reserves are created by transferring amounts in the
Statement of Movement on the General Fund Balance. Expenditure on items
for which the reserves were originally created is shown as service expenditure
in the Income and Expenditure Account and then transferred back into the
General Fund Balance Statement so that there is no net charge against council
tax for the expenditure. Variations to earmarked reserves are shown in the
notes to the accounts.

Provisions represent legal liabilities when the amount or date of payment is
uncertain. They are charged to the revenue account in the year they are
recognised.

The Authority holds two provisions. The first is a provision for bad debts
which is deducted from the total for debtors. The second is for uninsurable
and other claims. This covers costs which may arise as a result of the
Authority being uninsured for a period, possible tribunals and other claims
made against the Authority.

The Authority has the following reserves:

e the General Fund balance is the surplus of revenue income over
expenditure. It can be used to supplement income in future years;

e the capital reserve is used to help pay for future years’ capital
payments;

e the modernisation reserve will be used to help finance the range of
initiatives required by the modernisation programme;

e the underspendings reserve is used to carry forward specific budget
underspends from one year to the next;

e the equal pay reserve will be used to meet the costs of implementing
the equal pay review;
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e the pensions reserve, which is not cash backed, represents the
difference between the Authority’s recognised liability in relation to
pensions and the amount raised through taxation to pay that liability.

4. Fixed Assets

4.1  All expenditure on the acquisition, creation or enhancement of a fixed asset
which yields benefits for a period of more than one year is treated as capital
expenditure in the accounts. Spending on IT assets and intangible assets (such
as software licences) typically yields benefits for a period of less than five
years. Such expenditure is capitalised only if it yields benefits of five years or
more which is not recommended practice however as expenditure on such
items is fairly constant between years the effect on the accounts is not
material.

4.2 Fixed assets are valued on the basis recommended by the Chartered Institute
of Public Finance and Accountancy (CIPFA) and in accordance with the
Statements of Asset Valuation Principles and Guidance Notes issued by the
Royal Institution of Chartered Surveyors. Fixed assets are classified into the
groupings in the Code of Practice on Local Authority Accounting:

e Land, property and other assets used for service provision are called
“operational assets”. They are included in the balance sheet at the
open market value for their present use when there is sufficient
evidence to support the value, or at depreciated replacement cost
otherwise.

e Assets not used to provide services are called “non-operational assets”
and are assets that are currently not in use. These are included in the
balance sheet at open market value.

e Vehicles are included at depreciated historic cost.

45  With effect from the 1 April 2007, surpluses arising from the revaluation of
fixed assets are credited to the revaluation reserve for each individual asset. In
accordance with the code of practice, reductions in value can only be debited
to the revaluation reserve to the value of previous revaluation gains.
Otherwise they are charged to the income and expenditure account.

4.6  Revaluations of fixed assets are undertaken on a five-year rolling programme.
Material changes to asset valuations will be adjusted in the interim as they occur.
Capital expenditure that increases the value of assets is added to the capital values
of the assets pending revaluation.

4.7  Income from the disposal of fixed assets is accounted for in the year in which
it occurs. This is used to meet expenditure for capital purposes.
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5.1

5.2

5.3

6.1

7.1

8.1

9.1

10.

10.1

Basis of charges for capital

In accordance with SORP 2006, a notional interest charge, to represent the
opportunity cost of the capital employed is no longer required in the accounts.

Depreciation charges are made on all fixed assets other than land, assets under
construction and non-operational assets in line with FRS 15.

Depreciation is calculated on a straight line basis over the useful economic
lives of the assets. In the case of permanent buildings a residual life of
between 35 and 60 years is assumed. Furniture and equipment is assumed to
have a life of ten years and vehicles between five and 15 years.

Deferred charges

Deferred charges represent expenditure which has been capitalised but which
does not add to the value of the Authority owned assets. Expenditure is
written down as it is incurred.

Redemption of debt

The Authority’s borrowing for capital purposes is determined by the Authority
each year in accordance with the CIPFA Prudential Code for Capital Finance
in Local Authorities. The total borrowing is known as the Capital Financing
Requirement which is derived from the opening balance sheet. The Local
Authorities (Capital Finance and Accounting) (England) (Amendment)
Regulations 2008 which came into force on 31 March 2008 and effect 2007/08
and subsequent years require the Authority to make provision for the
redemption of debt. The Authority has approved the policy for 2007/08 that in
accordance with requirement a minimum revenue provision is put aside from
revenue which will be equal to 4% of the capital financing requirement for
capital purposes at the start of the financial year.

Stocks and stores

Several stocks are held with the largest relating to vehicle spares, uniforms
and operational equipment. All stocks are valued at latest buying price which
is not in line with the SORP however the difference is immaterial.

Support Services

The costs of the support services are allocated over services according to their
usage by direct services with the exception of some corporate services which
are allocated on the basis of net expenditure.

Pension arrangements

The Authority participates in three different pension schemes which meet the

needs of employees. All schemes provide members with defined benefits
relating to pay and service. Further details of the individual schemes can be
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11.

111

11.2

12.

121

13.

131

14.

141

14.2

found in the Notes to the Core Financial Statements. The costs of providing
pensions for employees are charged to the accounts in accordance with the
statutory requirements.

Leasing

The Authority has, on occasions, used operating leases to acquire vehicles as
an alternative to capital financing. The rentals on the leases are charged to
services in the Income and Expenditure Account. The Authority took the
decision not to take out any further operating leases for operational vehicles in
February 2004.

The Authority uses finance leasing as a method of financing some vehicles
and equipment. The rentals paid are charged to the Income and Expenditure
Account as finance costs (interest payable) and the capital written down as
part of the appropriation to the Capital Adjustment Account in the Statement
of Movement in General Fund Balance.

Specific Revenue Government Grants

Government grants for specific purposes are included in the accounts on the
basis of the relevant percentage of expenditure and the total grant awarded for
the year, depending on the grant conditions that apply. These grants are
shown against the relevant service in the Income and Expenditure Account.

Capital Grants and Contributions

The Code of Practice provides for capital grants and contributions to be
credited, initially to a Government grants deferred account. Amounts are
released to revenue to offset the charges for depreciation on the revalued
assets. The amount of each year’s capital grants and contributions is released
to revenue over the life of the assets.

Financial Instruments

In accordance with Financial Reporting Standard (FRS 26) long-term debtors,
debtors, payments in advance and temporary lending are classified as loans
and receivable financial instruments. Creditors, receipts in advance and
temporary and long-term borrowing are classified as financial liabilities at
amortised cost.

The Authority has not granted any soft loans.
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1.1

1.2

1.3

1.4

1.5

1.6

1.7

Introduction and scope of responsibility

Hampshire Fire and Rescue Authority is responsible for ensuring that its business is
conducted in accordance with the law and proper standards; and that public money is
safeguarded and properly accounted for, used economically, efficiently and effectively.

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

In discharging this overall responsibility, the Authority is responsible for ensuring that
there is a robust framework of corporate governance and a sound system of internal
control that facilitates the effective exercise of the Authority's statutory functions
including arrangements for the management of risk.

In accordance with the requirements in the Accounts and Audit Regulations 2003, as
amended in 2006, this Annual Governance Statement (AGS) sets out how the Authority
has sought to meet these requirements during 2007/08. The AGS subsumes the previous
requirement to publish a Statement of Internal Control (SIC). It is far wider in its scope
and reports on the effectiveness of all aspects of the Authority’s corporate governance
arrangements.

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

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

The governance framework has been in place at the Hampshire Fire Authority for the
year ended 31 March 2008 and up to the date of approval of the Statement of Accounts.
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2.1

2.1

212

2.13

214

Assessment against the six core principles of good corporate governance

This first AGS has been prepared in accordance with guidance recently issued by the
Chartered Institute of Public Finance and Accountancy (CIPFA). It is based on the
outcomes of a detailed review of governance arrangements - in place during 2007/08 -
using the comprehensive self-assessment matrix (also recommended in the CIPFA
guidance). The matrix (presented to the Governance Committee) is available on our
website. It provides supporting details about the sources of evidence of assurance. The
outcomes of the assessment are summarised in the following paragraphs. Importantly,
the assessment has highlighted where action needs to be taken to improve corporate
governance arrangements. Overall, it is considered that the Authority has in place
reasonably robust and effective arrangements for ensuring good governance. However,
there is scope for improvement and some of the actions to be taken are summarised in
paragraph 3.1 below.

Focusing on the purpose of the Authority and on outcomes for the community and
creating and implementing a vision for the local area

As a single-purpose authority the Authority’s statutory obligations are generally very
clear and these are primarily set out in the Fire and Rescue Services Act 2004. The
Authority has a constitution, originally adopted with effect from 1 April 1997. It is based
on the provisions of Statutory Instrument 1996 No 2923 "The Hampshire Fire Services
(Combination Scheme) Order 1996'.

The Authority sets out its key aims and objectives in its Integrated Risk Management
Plan (IRMP). This is the Authority's primary strategic and corporate plan. It covers a
rolling three-year period and is rigorously reviewed and refreshed annually. The IRMP
sets out for the benefit of all our stakeholders the key corporate aims and the actions the
Authority will take to achieve them. It shows how the Authority will respond to changes
and challenges, identifies common aims with its partner organisations and sets priorities
and targets for improvement. As part of this process we review annually the impact of the
external environment in which we operate - identifying any new or emerging issues under
our 'STEEPLE" analysis (i.e. examining the external environment from the perspectives
of “Social', "Technological’, "Economic', "Environmental', “Political', "Legal’, and
“Ethical’ factors). We have a comprehensive programme of consultation with our various
stakeholders to ensure that our plans take account of their needs and any specific input
they have made as well consulting them widely for views on our proposed actions.

The IRMP is approved by the full Authority at its February meeting when, significantly,
the three-year revenue budget and capital programme is also determined and approved.
The IRMP is comprehensively reviewed each year and takes fully into account the
outcomes of: a comprehensive programme of consultation with stakeholders;
performance results; the findings and recommendations of various reviews audits and
assessments; and, external factors such as new or emerging local and national policies,
expectations and initiatives. It is supplemented by a number of medium-term functional
or business plans which support and complement the actions and activities that will be
pursued. Group- and Station-based action plans are also significant to the planning
process to ensure what we do is right for local communities. Our "Strengths, Weaknesses,
Opportunities, Threats' (SWOT) analysis is reviewed annually and amended to take

10
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2.15

2.1.6

2.1.7

2.18

2.19

account of any new or emerging issues that have been highlighted during the previous 12
months. This thorough review exercise is considered essential if our IRMP is to remain
dynamic and responsive to changing needs.

The IRMP is available on the Authority's website together with current information on
actual performance against targets. It is also published in hard copy for circulation to key
partners and staff. The IRMP is supported by promotional activities and campaigns to
ensure that the Authority's corporate aims and targets provide a cornerstone for all
internal and external communication activities.

The IRMP sets out an ambitious programme of improvements in the way we deliver
front-line services. Some of the actions involve conducting trials/pilot schemes during
which we will further consult with the local community, key stakeholders and our staff to
ensure that our proposals are sound and that we can be confident that they will deliver the
anticipated improvements in service.

The Authority's revised staff appraisal arrangements (Personal Development Review
System) have been substantially improved to ensure that all personnel are fully aware and
engaged in helping to achieve the Authority's corporate aims. All the Authority's plans
are integrated and monitored as part of the Authority's well-established corporate
planning process and performance management framework which has been in place since
2000. The improved system ensures that all our staff are fully aware of the Authority's
corporate aims and, importantly, what contribution is expected from them in delivering
the related strategies, actions and activities.

Effective performance management processes are in place to measure progress against
objectives and to provide for remedial action where appropriate. The Authority has a
good track record of monitoring its performance via the Performance Review Committee.
All performance indicators, both national and local, are clearly set out on the Authority's
website and responsibility for monitoring each indicator is allocated to a member of the
Service Management Team. Significant progress has been made during 2007/08 in
strengthening performance management - notably in the continued development and roll-
out to managers (at all levels) of “Views' (performance management information system).

The financial management of the Authority is overseen by the Treasurer (who also fulfils
the "Section 151" officer role for the Authority) in conjunction with the Chief Officer.
Financial planning and management is fully integrated with, and driven by, the corporate
planning and monitoring processes set out above. This includes processes for the forward
planning of expenditure, consultation on budget proposals, setting and monitoring
income and budgets, and completion of final accounts. All are intended to be accurate,
informative, timely and within statutory requirements. The Authority's Budget Book,
which is available on our website, is summarised in the joint (multi-authority) council tax
leaflet.

11
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2.2

221

2.2.2

2.2.3

224

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

The Constitution is supplemented by a set of Standing Orders, Codes of Conduct for
members and officers, and a Protocol for member/officer relations. The Authority has a
set of Financial Regulations and Scheme of Delegation to Officers (both of which were
significantly updated in 2004/05 and the Scheme of Delegation was amended in respect
of handling minor estates matters in 2007). In addition, the Service maintains a
comprehensive set of "Service Orders' setting out policies and procedures across a wide
range of front-line services and support functions.

The role of Monitoring Officer is combined with that of Clerk. Working together with the
Authority's Internal Auditor, effective working relationships have been established with
both the Standards Committee and Governance Committee. The Standards Committee
has responsibility for maintaining high standards of probity amongst members through
the provision of advice and training and by carrying out investigations referred to it by
the Standards Board. The Governance Committee is responsible for monitoring,
reviewing and reporting to the Authority the governance arrangements. The Treasurer is
the Authority's designated Section 151 Officer. It has become apparent that there are
distinct advantages in having the roles of "Monitoring Officer' and "Section 151 Officer’
performed by the Clerk and Treasurer who are not part of the Service's “paid workforce'.
It reduces the risk of potential conflicts of interest when the Service's senior officers are
involved in external collaborative roles with other organisations.

The Corporate Management Team (CMT) - a regular joint meeting of leading Members
of the Authority and the Directors - provides a valuable ‘sounding board” for members
and officers to exchange ideas and discuss current issues. It is not, however, a
decision-making body. It also plays an important role in reviewing the detail of both the
Strategic Risk Register and Improvement Planning Register.

The Authority, its standing committees and the Chief Officer have available to them a
full range of professional advisers to enable them to carry out their functions effectively
and in compliance with statutory requirements. Legal and financial services are provided
through contracts for services (service level agreements) with Hampshire County
Council. These are supplemented by specialist legal advice (mainly for specific fire and
rescue activities and occasional employment advice) by other external providers. The
External Auditor is satisfied with the Authority's arrangements (Annual Audit Letter
2004/05) and aware of the actions taken following a major best value review to
strengthen the day to day management of them.

12
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2.3

231

2.3.2

2.3.3

24

241

24.2

Promoting values for the Authority and demonstrating the values of good
governance through upholding high standards of conduct and behaviour

The Authority operates in an open and transparent way. All its decisions are recorded
and made available on our website. There are a well-established set of core values and
ethical standards which members and staff are expected to observe and promote. These
values are particularly underpinned by policies and procedures covering:

Members and Officers Codes of Conduct
Member/Officer relationship protocol

Equality and diversity strategy and action plan
Complaints procedure

Reporting concerns at work (whistle-blowing policy)
Anti fraud and corruption policy

Standing Orders governing the conduct of Authority business
Financial Regulations

Standing Orders relating to contracts

Guidance (toolkit) on managing partnerships
Performance management system

Personal Development Review (appraisal) system

An effective Standards Committee is in force, which in the coming year, will take on
responsibility from the Standards Board for England for the initial filtering of any
complains made against Authority Members. In the year 2007/2008 no complaints
against any Members required investigation either by the Standards Board or the
Standards Committee.

Advice is available to members from the Clerk on any aspects of the Members Code of
Conduct or conflicts of interest that may arise either before or in most cases at the point
where the decision is to be made.

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

The Authority has a comprehensive Risk Management Policy and maintains a dynamic
Strategic Risk Register. The Register is under a process of continual review which
includes a quarterly review by the Service Management Team and twice-yearly review
by the Corporate Management Team. The Register is presented annually to the Authority
(September) with any major changes highlighted. Reviews of Register are also regarded
as a valuable part of our improvement planning process and the development and
prioritising of actions in the IRMP and supporting plans.

The Authority's Performance Review and Scrutiny Committee (PR&SC) has particular
responsibility for overseeing service improvement planning and reporting on
performance. It monitors progress on implementing the outcomes and recommendations
of best value reviews and internal audit reports. The Committee (formerly known as the
Performance Review Committee) took on responsibility for the scrutiny function and,

13
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243

244

245

with its wider terms of reference, now has the authority to request post-implementation
reviews of major projects and decisions. The Governance Committee has taken
responsibility (from the PR&SC) for monitoring progress on the implementation of all
agreed audit recommendations. The Governance Committee (established in 2004)
receives both internal and external audit plans and annual reports/management letters.

External audit (conducted by the Audit Commission) provides a further source of
assurance by reviewing and reporting upon the Authority's internal control processes and
any other matters relevant to their statutory functions and codes of practice. The Audit
Commission's Annual Audit and Inspection Letter was presented and considered by the
Governance Committee. It included a summary of the outcomes of the Use of Resources
and Direction of Travel assessments. It was a very positive and encouraging Letter with
the following opening statement:

“Hampshire Fire and Rescue Service Authority continue to demonstrate that they are
performing well in comparison to other authorities, achieving one of its key aims to be in
the top 10 of the best performing fire and rescue services in the country. The Authority is
improving outcomes in the majority of its key priority areas and is addressing areas of
weaker performance. These improvements are reflected in the high levels of public
satisfaction achieved in recent surveys.”

For the second year running the Authority attained the top category score of "4' for the
way we deliver our services to the public and are considered to be “performing
strongly’. In the use of resources assessment, we were judged to be “performing well’
with a score of "3. In our overall direction of travel, we were considered to be
“improving well* with a score of 3.

No concerns were raised about governance arrangements other than a comment about the
need to establish processes for evaluating the effectiveness of partnership arrangements.
This is accepted and confirmed our own self-assessment.

Effective, efficient and responsive systems of financial management are in place. The
Authority's three-year financial management strategy is reviewed annually and
incorporated in the Budget Book. The budget is monitored during the year at meetings of
the Finance and General Purposes Committee. The Final Accounts report is reported to
the Committee at the June/July meetings. Procedures have been reviewed to ensure that
the timetable for earlier completion of Final Accounts is achieved. A new Property
Management Strategy was approved in 2007 and this has subsequently been enhanced by
the inclusion of a detailed property register.

The Authority has a well-established Health and Safety Policy (Service Order 8/1/1)
which has been communicated widely to its staff. Comprehensive information and advice
is available on our website.

14
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2.5

251

2.5.2

2.6

26.1

2.6.2

3.1

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

Members receive good induction training and a number of ‘awareness’ sessions on
current topics are delivered during the year. These help to ensure that decision-making is
based on good knowledge and understanding of the issues involved. Regular bulletins
(Members’ Updates) are issued and members also receive copies of key internal staff
communications (e.g. ‘Extra’s). The 25 Members are appointed to the various standing
committees with the aim of spreading workloads and matching individual
interests/expertise to the functions of the committees wherever possible.

The Authority has made excellent progress in implementing the national Integrated
Personal Development System [IPDS] which provides a comprehensive process for
identifying personal training and development needs against a set of role-maps.
Significant investment is made in delivering training and development needs. The
progress we have made in this area has been formally recognised by the achievement (in
2007/08) of the new, higher standard, Investors in People (1iP) accreditation.

Engaging with local people and other stakeholders to ensure robust public
accountability

Details given in section 2.1 (above) demonstrates that the Authority is very committed to
engaging with the public and other stakeholders. Each year an extensive and tailored
programme of consultation activities is undertaken (as part of our corporate planning
process) to gather feedback on new policies and proposals. We have been particularly
keen to engage with harder-to-reach sections of local communities as part of our equality
and diversity strategy and action plan. We provide opportunities (via focus groups and
website based questionnaires) for stakeholders (including our staff) to suggest actions we
might take to better meet our corporate aims and other priorities.

We have significantly improved our external and internal communications both through
publications and use of our website. We recognise, however, that we could do more to
actively promote those documents and procedures that help to improve our governance
and scrutiny arrangements. In particular, we will promote more frequently our
complaints procedure, whistle-blowing policy, and performance information.
Consideration will be given to the cost/benefits of producing an annual report (in addition
to our IRMP and annual financial statements).

Actions for improving our governance arrangements

The following list summarises some of the key actions (highlighted in the self-assessment
matrix) that we will take to improve our governance arrangements and improve our levels
of accountability to all our stakeholders.

e Use the self-assessment matrix as a dynamic document to record progress and assess
compliance against the six principles of good corporate governance; incorporate the
assessment as part of our wider corporate planning process and improve timeliness of
producing the draft statement.

15
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3.2

Promote more frequently and improve visibility of, and accessibility to, existing and
revised key corporate governance policies and procedures (especially on website).

Strengthen our processes for evaluating the outcomes and success of major projects
and other actions (roll-out the recently adopted evaluation tool Kit).

Seek to increase opportunities for member awareness/training sessions at, or
immediately following, HFRA and committee meetings; and, explore scope for greater
collaboration with other local authorities and fire and rescue authorities to deliver
common member training an awareness needs.

Report more frequently on the effectiveness of partnership arrangements; include a
review of associated risks and evaluate outcomes.

Revisit opportunities for benchmarking in light of changing set of performance
indicators.

Consider the costs/benefits of producing an annual report (separately from the IRMP).

Publish environmental strategy/action plan (note: will arise from current best value
review of environmental impact).

Enhance quality control of reports to HFRA and its committees.

Provide more frequent training to our managers on financial regulations and related
procurement procedures.

Consider producing a more accessible ‘executive summary’ of our strategic risk
register.

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

SIGNEA: oo Signed: ..o,
Date: .oovvvveieiieeeeeee e Date: ..o
Chairman Chief Officer

16



Statement of Responsibilities for the Statement of Accounts - Authority

1.  The Authority’s responsibilities

The Authority is required:

e to make arrangements for the proper administration of its financial affairs
and to ensure that one of its officers has the responsibility for the
administration of those affairs. In this Authority, that officer is the
Treasurer

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

e to approve the Statement of Accounts

2. The Chairman’s Statement

2.1 | certify that the Statement of Accounts for 2007/08 were considered and
approved at the Governance Committee meeting on 26 June 2008.

Cllr. P. R. C. Hutcheson
Chairman — Governance Committee
26 June 2008
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Statement of Responsibilities for the Statement of Accounts - Treasurer

3.

3.1

4.1

The Treasurer’s responsibilities
The Treasurer is responsible for the preparation of the Authority’s Statement
of Accounts in accordance with proper practices as set out in the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in Great
Britain (“the code of practice’).
In preparing this statement of accounts, the Treasurer has sought to:

e select suitable accounting policies and apply them consistently

¢ make judgements and estimates that were reasonable and prudent

e comply with the Code of Practice on Local Authority Accounting in
Great Britain

The Treasurer has also:
e kept proper records which are up to date
e taken reasonable steps for the prevention and detection of fraud and
other irregularities.
The Treasurer’s statement
| certify that the Statement of Accounts presents fairly the financial position of

the Hampshire Fire and Rescue Authority as at 31 March 2008 and its income
and expenditure for the year ended 31 March 2008.

JC Pittam BSc, CPFA
Treasurer
18 June 2008
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Auditor’s Report to Hampshire Fire and Rescue Authority

Opinion on the financial statements

I have audited the accounting statements, the firefighters’ pension fund accounting
statements and related notes of the Hampshire Fire and Rescue Authority for the year
ended 31 March 2008 under the Audit Commission Act 1998. The accounting
statements comprise the Income and Expenditure Account, Balance Sheet, Statement
of Total Recognised Gains and Losses, Cash Flow Statement, and the related notes.
The firefighters’ pension fund accounting statements comprise the Fund Account, the
Net Assets Statement and the related notes. The financial statements and firefighters’
pension fund accounting statements have been prepared under the accounting policies
set out within them.

This report is made solely to the members of the Hampshire Fire and Rescue
Authority in accordance with Part 11 of the Audit Commission Act 1998 and for no
other purpose, as set out in paragraph 36 of the Statement of Responsibilities of
Auditors and of Audited Bodies prepared by the Audit Commission.

Respective responsibilities of the Treasurer and auditor

The Treasurer’s responsibilities for preparing the financial statements, including the
firefighters’ pension fund accounting statements, in accordance with applicable laws
and regulations and the Statement of Recommended Practice on Local Authority
Accounting in the United Kingdom 2007 are set out in the Statement of
Responsibilities.

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, the firefighters’
pension fund accounting statements and related notes present fairly, in accordance
with applicable laws and regulations and the Statement of Recommended Practice on
Local Authority Accounting in the United Kingdom 2007:

e the financial position of the Authority and its income and expenditure for the
year; and

e the financial transactions of its firefighters’ pension fund during the year and
the amount and disposition of the fund’s assets and liabilities, other than
liabilities to pay pensions and other benefits after the end of the scheme 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. | report if it does not comply with proper practices specified by
CIPFA/SOLACE or if the statement is misleading or inconsistent with other
information | am aware of from my audit of the financial statements. I am not
required to consider, nor have | 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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Auditor’s Report to Hampshire Fire and Rescue Authority

I read other information published with the accounting statements, the firefighters’
pension fund accounting statements and related notes and consider whether it is
consistent with the audited accounting statements, the firefighters’ pension fund
accounting statements and related notes. This other information comprises the
Explanatory Foreword. | consider the implications for my report if | become aware of
any apparent misstatements or material inconsistencies with the accounting
statements, the firefighters’ pension fund accounting statements and related notes. 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, the firefighters’ pension fund 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, the
firefighters’ pension fund 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 | considered necessary in order to provide me with sufficient evidence to give
reasonable assurance that the accounting statements, the firefighters’ pension fund
accounting statements and related notes are free from material misstatement, whether
caused by fraud or other irregularity or error. In forming my opinion | also evaluated
the overall adequacy of the presentation of information in the accounting statements,
the firefighters” pension fund accounting statements and related notes.

Opinion
In my opinion:

e The accounting statements and related notes present fairly, in accordance with
applicable laws and regulations and the Statement of Recommended Practice
on Local Authority Accounting in the United Kingdom 2007, the financial
position of the Authority as at 31 March 2008 and its income and expenditure
for the year then ended; and

e The firefighters’ pension fund accounting statements present fairly, in
accordance with the Statement of Recommended Practice on Local Authority
Accounting in the United Kingdom 2007, the financial transactions of the
firefighters’ pension fund during the year ended 31 March 2008 and the
amount and disposition of the fund’s assets and liabilities as at 31 March 2008,
other than liabilities to pay pensions and other benefits after the end of the
scheme year.
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Auditor’s Report to Hampshire Fire and Rescue Authority

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 specified by the Audit Commission
for fire and rescue authorities. | report if significant matters have come to my
attention which prevent me from concluding that the Authority has made such proper
arrangements. I am not required to consider, nor have | considered, whether all
aspects of the Authority’s arrangements for securing economy, efficiency and
effectiveness in its use of resources are operating effectively.

Conclusion

I have undertaken my audit in accordance with the Code of Audit Practice and having
regard to the criteria for fire and rescue authorities specified by the Audit Commission
and published in December 2006, | am satisfied that, in all significant respects,
Hampshire Fire and Rescue Authority made proper arrangements to secure economy,
efficiency and effectiveness in its use of resources for the year ending 31 March 2008.

Best Value Performance Plan
We issued our statutory report on the audit of the authority’s best value performance
plan for the financial year 2007/08 on 21 December 2007. We did not identify any

matters to be reported to the authority and did not make any recommendations on
procedures in relation to the plan.

Certificate
I certify that |1 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.
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Auditor’s Report to Hampshire Fire and Rescue Authority

Signature: Phil Sharman Date: 30 September 2008
Name: Phil Sharman CPFA;CANZ

District Auditor
Audit Commission
Unit 5, Isis
Business Centre
Horspath Road
Cowley

Oxford

OX4 2RD
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Income and Expenditure Account

This account summarises the resources that have been generated and consumed in providing
services and managing the Authority 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.

2006/07
net exp

£'000

4,325
2,766

52,743
2,416
189

463
283

254
-207

17,252

80,449

-32,750
-4,338
-22,472

20,889

Community Fire Safety :

Note

Statutory inspection, certification & enforcement

Prevention and education

Firefighting and Rescue Operations :
Operational responses
Communications and mobilising
Securing water supplies

Corporate management
Democratic representation and management

Non-distributed costs
Decrease in provisions

Net Cost of Services
Loss on the disposal of fixed assets

Interest payable
Interest receivable

Pensions interest cost and expected return
on pensions assets

Net Operating Expenditure
Precepts
Revenue Support Grant

Non-domestic rates distribution

Deficit for the year
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3.3

------------ 2007/08 --------m---
Gross Gross Net
Exp Income Exp
£'000 £'000 £'000
5,262 190 5,072
2,062 96 1,966
56,373 1,505 54,868
2,275 160 2,115
110 0 110
480 0 480
333 0 333
300 0 300

0 28 -28
67,195 1,979 65,216
162

358

-1

19,520

85,255

-34,855

-3,966

-23,629

22,805



Statement of Movement on the General Fund Balance

The Income and Expenditure Account shows the Authority's actual financial performance
for the year, measured in terms of the resources consumed and generated over the last 12
months. However, the Authority 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 consumed.
° Retirement benefits are charged as amounts become payable to pension funds
and pensioners, rather than as benefits are earned.

The General Fund Balance compares the Authority's spending against the council tax that
it raised for the year, taking into account the use of reserves built up in the past and
contributions to reserves earmarked for future expenditure.

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

2006/07 2007/08
__£7000 ___£000
20,889 Deficit for the year on the Income and Expenditure Account 22,805
-20,719 Net additional amount required by statute and non-statutory -23,159

proper practices to be debited or credited to the General Fund
Balance for the year (see following statement)

170 Increase (-)/Reduction in General Fund Balance for the year -354
-1,816 General Fund Balance bought forward -1,646
-1,646 Balance on General Fund carried forward -2,000
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Reconciling items in the Statement of Movement on the General Fund Balance

The statement below breaks down the amounts required by statute or non-statutory proper
practices to be debited or credited to the General Fund in the year. It summarises the outturn on
the Income and Expenditure Account and the General Fund Balance.

2006/07
£'000

-1,930
230
-230

-28,756

-30,686

235
2,896
9,010

12,141

-2,174

-20,719

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

Depreciation, amortisation and impairment of fixed assets
Government Grants Deferred amortisation

Deferred charges written down

Loss on sale of fixed assets

Net charges made for retirement benefits in accordance
with FRS 17

Amounts not included in the Income and Expenditure
Account but required to be included by statute when
determining the Movement on the General Fund
Balance for the year

Statutory provision for repayment of debt

Capital expenditure financed from the General Fund
Employer contributions payable to the Pension Account,
Local Government Pension Scheme and retirement
benefits payable direct to pensioners

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

Net transfers to /from (-) earmarked reserves

Net additional amount required to be credited to the
General Fund Balance for the year
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2007/08
Note £'000 £'000
11 -2,980
31 162
11 -157
10 -150
3 -27,425
-30,550
338
12.2 937
3 6,662
7,937
32.8 -546
-23,159



Statement of Recognised Gains and Losses

This statement brings together all the gains and losses of the Authority for the year and shows
the aggregate increase in its net worth. In addition to the surplus generated on the Income

and Expenditure Account, it includes gains and losses relating to the revaluation of fixed
assets and re-measurement of the net liability to cover the cost of retirement benefits.

2006/07 2007/08
£'000 note £'000
-20,889  Deficit for the year on the Income and Expenditure Account -22,805
5,659  Surplus arising from the revaluation of fixed assets 11 803
2,479  Actuarial gains/losses on pension fund assets and liabilities 3.10 59,360

"~ 12,751  Total recognised losses for the year 37,358
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Balance Sheet

31 March 2007

£'000

4,426
84,199
6,558
6,351
1,480

103,014

18

103,032

615
1,114
673
517

102,976

-5,450
-426
-57

-5,933

17,070
-389,957

-275,844

-372,887
0

94,189
1,208
1,646

-275,844

Note

Long Term Assets
Fixed assets : 11&12

Authority dwellings

Other land and buildings

Vehicles, plant and equipment

Work in Progress

Non-operational assets
Total fixed assets
Long-term debtors 21
Total long term assets
Current Assets
Stocks 19
Debtors - general 22
Payments in advance 23
Temporary Lending 24
Imprests
FRAML's Cash Holding 334
Total current assets
Current Liabilities
Creditors 25
Receipts in advance 26
Temporary Borrowing 24
Total current liabilities
Net current (liabilities) or assets
Total assets plus net current (liabilities)/assets
Long term liabilities
Long term borrowing 27
Deferred government grants and contributions 31
Provisions 2
Total long term liabilities
Assets relating to defined benefit pension scheme 3
Liabilities relating to defined benefit pension schemes 3
Total Net Assets
Financed by : 32

Pensions reserve
Revaluation reserve

Capital Adjustment account
Earmarked reserves

Revenue account
27

31 March 2008

£'000

3,720
92,160
7,493
1,502
1,480

641
389
939

476
2,452

-2,280
-1,118
-3,164

-6,562

-5,992
-421

17,890
-352,180

£'000

106,355

106,364

-4,110

102,254

-6,451

-334,290

-238,487

-334,290
803
92,338
662
2,000

-238,487




Cash Flow Statement

Revenue Activities

Cash outflows
Cash paid to and on behalf of employees
Other operating costs

Initial FRAML start-up cash

Cash inflows
Cash received for goods and services
Specific Government Grant
Levies
Precepts
Revenue Support Grant
National Business Rates
Rents
Other income

Net cash inflow/outflow from revenue activities

Returns on Investments and Servicing of Finance
Cash outflow
Interest paid

Cash inflow
Interest received
Net cash outflow/inflow (-) from Servicing of Finance

Capital Activities

Cash outflows
Purchase of fixed assets
Deferred charges

Cash inflows
Sale of fixed assets
Capital Grant
Capital Contribution

Net cash outflow from capital activities
Net cash outflow/inflow before financing

Management of Liquid Resources
Net increase/decrease in short term deposits

Financing
Cash outflows
Repayments of amounts borrowed

Cash inflows
New long term loans

New short term loans
Decrease / increase in cash
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Note

34.2

2006/07 2007/08
£'000 £'000
48,990 49,833
13,616 13,809
282
62,606 63,924
-302 -1,383
-1,266 -1,506
0 0
-32,750 -34,855
-4,338 -3,965
-22,472 -23,629
-67 -64
-1,103 -191
-62,298 -65,593
34.1 308 -1,669
254 358
-207 -1
47 357
6,124 6,671
229 157
6,353 6,828
0 -1,002
-447 -292
-200 0
-647 -1,294
5,706 5,534
6,061 4,222
-5826 -517
0 0
-350 -542
0 -3,164
-115 -1




Notes to the core financial statements

1

11

2.1

2.2

2.3

3.1

3.2

Prior period adjustments

The balance sheet comparators for 31 March 2007 have been adjusted from
those in the published Statement of Accounts for 2006/07 to reflect the
implementation of the revaluation reserve which has replaced the fixed asset
restatement account. The balance on the fixed asset restatement account has
been written off to the new capital financing account. The revaluation reserve
has therefore been included in the balance sheet with a zero opening balance.
More details are set out in paragraphs 32.3 and 32.4 below.

Provisions

The Authority holds two provisions. The first is for the provision for bad
debts, which totals nil in 2007/08 (£18,000 in 2006/07).

The second is for uninsurable and other claims. This covers costs which may
arise as a result of the Authority being uninsured for a period (the Authority’s
insurers went into liquidation some years ago), possible employment tribunals
(together with their associated costs) and other claims made against the
Authority. These cases may take a number of years to settle.

The movement on this provision can be summarised as follows:

2006/07 2007/08

£°000 £°000

Balance as at 1 April 225 57
Payments made during the year -115 -9
Increase/decrease (-) made during the year -53 -10
Balance as at 31 March 57 38

Retirement benefits
Participation in pension schemes

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

The Authority participates in three pension schemes:

. the Local Government Pension Scheme (LGPS) for support staff which
is administered by Hampshire County Council. This is a funded
scheme, meaning that the Authority and employees pay contributions
into a fund, calculated at a level intended to balance the pension
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Notes to the core financial statements

3.3

liabilities with investment assets

the Firefighters’ Pension Scheme (FPS) for firefighters. This is an
unfunded scheme, meaning that there is no investment assets built up
to meet the pensions liabilities, and cash has to be generated to meet
the actual pension payments as they eventually fall due. This scheme
was closed to new members from 31 March 2006. All costs in
connection with the scheme except those relating to injury pensions
and any ill-health early retirement costs are funded by the Government.

the New Firefighters’ Pension Scheme (NFPS) for firefighters. This is
an unfunded scheme, meaning that there is no investment assets built
up to meet the pensions liabilities, and cash has to be generated to meet
the actual pension payments as they eventually fall due. This scheme
was opened to new members from 1 April 2006. All costs in
connection with the scheme except those relating to injury pensions
and any ill-health early retirement costs are funded by the Government.

Revenue Transactions relating to retirement benefits

The cost of retirement benefits is recognised in the Net Cost of Services when
they are earned by employees, rather than when the benefits are eventually
paid as pensions. The charge made against the 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. This is the first year that
injury pension costs have been separately accounted for. Previously they were
included with the firefighters’ pension scheme figures. The following
transactions have been made in the Income and Expenditure Account and
Statement of Movement in the general Fund Balance during the year:

LGPS FPS NFPS

2006/07  2007/08  2006/07  2007/08 2006/07  2007/08

£°000 £°000 £°000 £°000 £7000 £7000
Income and Expenditure
Account
Net cost of services:
e Current service cost 1,230 1,360 10,260 9,200 129 820
e Past service cost 0 300 0 0 0 0
e  Adjustment for -7 -37 -699 -4,175 236 858
difference in actual
and assumed
contributions  and
benefits paid
Net operating expenditure:
e Interest cost 1,170 1,380 17,080 18,760 2 40
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2007/08

£°000

-421
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Notes to the core financial statements

3.4

3.5

e Expected return on -1,000 -1,200 0 0 0 0 0
assets in the
scheme
Net charge to the Income 1,393 1,803 26,641 23,785 367 1,718 119
and Expenditure Account
Statement of Movement in
the General Fund Balance
e Reversal of net -420 -673  -20,885  -18,620 -166 -1,410 -60
charges made for
retirement benefits
in accordance with
FRS 17
Actual amount charged
against the General Fund
Balance for pensions in yr:
e Added years -4 -4 0 0 0 0 0
contributions
e Employers’ -969 -1,126 -4,977 -4,875 -201 -308 0
contributions
e Retirement benefits 0 0 =779 -290 0 0 -59
paid to pensioners
Net effect on budget 0 0 0 0 0 0 0

requirement

Added years and early retirements

In accordance with the BVACOP the additional pension costs for added years
and early retirements are not charged to individual services.

aggregated as non-distributed costs.

Assets and liabilities in relation to retirement benefits

They are

The following assets and liabilities attributable to the Authority are included in

the balance sheet:

31 March 2007 LGPS FPS NFPS Injury Total
£000 £000 £000 £000 £000

Estimated liabilities in 25340 -354040  -157 -10420 -389,957

scheme

Estimated assets in 17,070 0 0 0 17,070

scheme

Net liability -8,270 -354,040 -157  -10,420 -372,887
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Notes to the core financial statements

3.6

3.7

31 March 2008 LGPS FPS  NFPS Injury Total

£000 £000 £000 £000 £000

Estimated liabilities in o3 900 317900 -1160  -9240  -352,180

scheme
Estimated assets in 17,890 0 0 0 17,890
scheme
Net liability -5,990 -317,900 -1,160 -9,240 -334,290

The liabilities show the underlying commitments that the Authority has in the
long run to pay retirement benefits. The liability has a substantial impact on
the net worth of the Authority recorded in the balance sheet. However,
statutory arrangements for funding the deficit mean that the financial position
of the Authority remains healthy:

. the deficit on the local government pension scheme will be made good
by increased contributions over the remaining life of employees, as
assessed by the actuary

. finance is only required to be raised to cover firefighters’ pensions
when the pensions are actually paid. Under current financing
arrangements most of this expenditure is paid for by the Government.
The Authority pays for injury pensions and the costs of ill-health early
retirement.

Basis for estimating Assets and Liabilities

Liabilities have been assessed on an actuarial basis using the projected unit
method, an estimate of pensions that will be payable in future years dependent
on assumptions about mortality rates, salary levels etc. All three schemes
have been assessed by an independent actuary, Hewitt, Bacon and Woodrow
Limited against a formal actuarial valuation as at 31 March 2005 for the
firefighters” scheme, 31 March 2007 for the Local Government scheme and 31
March 2008 for Firefighters’ injury pensions. No formal valuation has taken
place for the new Firefighters’ scheme but the actuary carried out an
approximate valuation as at 31 March 2007.
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Notes to the core financial statements

3.8

3.9

The main assumptions in their calculations have been:

Inflation

Rate of long-term increase in salaries

Rate of increase to pensions in payment

Rate of increase to deferred pensions
Discount rate

Long-term expected rate of return on equities
Long-term expected rate of return on property

Long-term expected rate of return on Gov’t bonds

2006/07  2007/08

Long-term expected rate of return on corporate bonds

Long-term expected rate of return on other assets

Average long-term expected rate of return

(%) (%)
3.2 3.7
4.7 5.2
3.2 3.7
3.2 3.7
5.3 6.8
7.7 7.6
6.7 6.6
4.7 4.6
5.3 6.8
5.6 6.0
6.9 6.7

The firefighters’ schemes have no assets to cover its liabilities. Assets in the
County Council Pension Fund are valued at fair value, principally market
value for investments totalling £2,934.4m for the fund as a whole as at 31
March 2008 (£2,885.48m as at 31 March 2007). The funds assets consist of
the following categories, by proportion of the total assets held by the Fund:

31 March 2007

31 March 2008

% %
Equities 70 62
Property 4 6
Government bonds 21 26
Other assets 5 6
Total 100 100
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Notes to the core financial statements

Actuarial gains and losses

3.10

The actuarial gains and losses identified as movements on the Pensions

Reserve can be analysed into the following categories measured as absolute
amounts and as a percentage of assets or liabilities as at 31 March 2008:

e Local Government Pension Scheme

2003/04

£°000

Differences between
the expected and
actual return on
assets

790

Differences between
actuarial assumptions
about liabilities and
actual experience

Changes in

assumptions

underlying the 10
present value of

pension liabilities

800

9.9

0.0

0.1

e Firefighters’ Pension Scheme

2003/04

£°000

Differences between
actuarial assumptions
about liabilities and
actual experience

-3,990

Changes in
assumptions
underlying the
present value of
pension liabilities

160

-3,830

1.6

0.1

34

2004/05 2005/06 2006/07 2007/08
£°000 %  £°000 % £°000 %  £°000 %
450 3. 1,980 13.0 -20 -01  -1,640 -9.2
910 4.7 0 0.0 -20 -0.1 -510 -2.1
-3,620 187 -1,790 -7.7 330 1.3 5100 214
-2,260 190 290 2,950
2004/05 2005/06 2006/07 2007/08
£°000 % £°000 %  £000 % £°000 %
-140  -16 16,200 -0.1 -950 4.7 -1,000 -0.3
-51,860 01 -32950 166 3130 -95 55760 17.9
-52,000 -16,750 2,180 54,760




Notes to the core financial statements

e New Firefighters’ Pension Scheme
2006/07 2007/08
£000 %  £000 %

Differences between

actuarial

assumptions about 0 0.0 0 00
liabilities and actual

experience

Changes in

assumptions

underlying the 9 5.9 410 35.3
present value of

pension liabilities

9 410
e Firefighters’ Injury Pensions
2007/08

£°000 %
Differences between
actuarial
assumptions about -90 -1.0
liabilities and actual
experience
Changes in
assumptions
underlying the 1,330 144
present value of
pension liabilities

1,240
Total net actuarial
gain/loss (-) on -3,030 -54,260 -16,560 2,479 59,360
pensions

4 Publicity

4.1  Section 5 of the Local Government Act 1986 requires local authorities to keep
a separate account of expenditure on publicity. Spending on publicity in
2007/08 was £154,000 (£150,000 in 2006/07), of which £50,000 (£52,000 in
2007/08) related to staff advertising.
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Notes to the core financial statements

5

5.1

6.1

7.1

7.2

7.3

Local Authority (Goods and Services) Act 1970

Services are provided to other authorities and public bodies under the Local
Authorities (Goods and Services) Act 1970. The income from this was
£327,000 (£37,000 in 2006/07) which represents the expenditure incurred.
The reasons for this significant increase included assisting Gloucestershire and
South Yorkshire Fire Authorities during the summer floods, charging West
Sussex and Surrey Fire Services for cross border calls and training charges to
Royal Berkshire Fire Authority.

Members allowances

Under the Local Authorities (Members’ Allowances) Act 2003 the Authority
is required to make a scheme for the payments of certain allowances to
Members. In 2007/08 £128,000 was paid to Members under this scheme
(E122,000 in 2006/07).

Officers remuneration

The number of employees whose remuneration was £50,000 or more is set out
below:

Total remuneration Number of Employees
2006/07 2007/08
£50,000 - £59,999 67 53
£60,000 - £69,999 7 7
£70,000 - £79,999 5 0
£80,000 - £89,999 0 2
£90,000 - £99,999 3 1
£100,000 - £109,999 1 4
£110,000 - £119,999 1 1
£120,000 - £129,999 0 0
£130,000 - £139,999 1 0
£140,000 - £149,999 0 1
Total 85 69

The definition of remuneration has been changed to gross pay plus taxable
expenses from taxable pay plus expenses. The comparative data for 2006/07
has been restated on this basis.

The reason for the decrease in numbers in 2007/08 compared with 2006/07 is
that in 2006/07 firefighters received a large back-pay award payment.
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8
8.1

8.2

8.3

8.4

8.5

Related party transactions
The following Government grants were received during the year:

2006/07 2007/08

£7000 £7000
General government grants (RSG and NDR) 26,810 27,595
Other specific revenue grants 1,465 1,506
Capital grants 448 292
Total 28,723 29,393

The statement below sets out further details of the capital grants:
2006/07  2007/08

£°000 £'000

Home Fire Safety Checks 146 292
New Dimensions accommodation 96 0
Urban Search and Rescue training 122 0
LPSA 1 reward grant 84 0
Total 448 292

The Treasurer is also the County Treasurer of Hampshire County Council.

The Authority’s daily cash surplus or deficit is pooled with that of the County
Council and interest is paid based on the average 7 day rate. No interest was
received in 2007/08 (£207,000 in 2006/07) and there was no balance
temporarily invested as at 31 March 2008 (£517,000 on 31 March 2007). This
is shown in the balance sheet under Temporary Lending.

The total interest paid was £76,000 (£nil in 2006/07) and the balance
temporarily borrowed as at 31 March 2008 was £3,164,000 (Enil on 31 March
2007). This is shown in the balance sheet under Temporary Borrowing.

The Board of Directors of the Fire and Rescue Authorities’ Mutual Limited
(FRAML) comprises representatives from the member fire authorities as well
as independent specialists. The Director of Corporate Services is the
Chairman of FRAML and on the Board of Directors.
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8.6  During 2007/08 a capital contribution of £282,000 was made to FRAML and
insurance premiums totalling £290,000 were paid.

8.7  During the year there were no further related party transactions involving
Members or Chief Officers of the Authority.

9 Disclosure of audit costs

9.1 In 2007/08 the Authority paid the following fees to the Audit Commission for
external audit and inspection:

2006/07 2007/08

£’000 £’000

External audit services 67 66
Statutory inspection 0 0
Grant claims and returns 0 0
Other services 0 0
Total 67 66

10 Net loss on disposal of assets

10.1 The following statement shows the analysis of the net loss on the disposal of

assets:
2006/07 2007/08
£000 £000
Sale proceeds 0 1,003
Less net book value of assets sold 0 -1,153
Costs of sale 0 -12
Net loss on sale charged to the Income and 0 -162

Expenditure Account

10.2 The sale proceeds in 2007/08 reflects a £10,000 discount given to a firefighter
who bought his home as part of the Authority’s decision to sell its dwellings
following the change in crewing arrangements at certain fire stations.
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Summary of capital expenditure and fixed asset disposals

11 The movement in fixed assets during the year was as follows:

Gross book value as at
31 March 2007

Less accum depreciation
and impairment

Net book value as at 31
March 2007

Movements in 2007/08:
Tfers between categories
Additions
Disposals:

- Write off accumulated
depreciation

- Write out GBV
Revaluations:

- Write off acc dep’n
- Change in cert val’n
Depreciation for year
Impairment

Written off to revenue

Net book value as at 31
March 2008

Gross book value as at
31 March 2008

Accumulated
depreciation/ impairment

Net book value as at 31
March 2008

Other
land Vehicles
and and  Non-op Def. Workin
Dwell’gs build’s  equip’t prop’s charges progress Total
£000 £°000 £°000 £°000 £000 £°000 £7000
4,559 88,907 14,265 1,480 0 6,351 115,562
-133 -4,709 -7,707 0 0 0 -12,549
4,426 84,198 6,558 1,480 0 6,351 103,013
0 8,922 1,729 0 0 -10,651 0
0 210 659 0 157 5,802 6,828
30 11 154 0 0 0 195
-842 -352 -154 0 0 0 -1,348
0 52 0 0 0 0 52
164 587 0 0 0 0 751
-58 -1,160 -1,453 0 0 0 -2,671
0 -308 0 0 0 0 -308
0 0 0 0 -157 0 -157
3,720 92,160 7,493 1,480 0 1,502 106,355
3,881 97,966 16,287 1,480 0 1502 121,116
-161 -5,806 -8,794 0 0 0 14,761
3,720 92,160 7,493 1,480 0 1,502 106,355
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12 Capital spending and financing
12.1 Capital spending on fixed assets was as follows:

Capital expenditure

Land

Construction work
Vehicles and equipment
Fees and salaries

Finance leases

Total

12.2  Capital spending was financed as follows:

Capital financing

Capital receipts
Revenue Contributions — budgeted

Revenue contributions — capital payments
reserve

Supported borrowing
Unsupported borrowing
Capital contributions
Capital grants

Finance lease

Total

2006/07 2007/08
£°000 £°000

0 0

3,244 4,039
2,804 2,052
279 544

26 193
6,353 6,828
2006/07 2007/08
£°000 £'000
22 1,002
1,061 826
1,835 111
2,787 3,612

0 922

200 0

448 157

198

6,353 6,828

12.3  Deferred charges represent expenditure which has been capitalised but which
does not add to the value of Authority owned assets. The expenditure during
the year relates to the cost of Home Fire Safety Visits which is written out to

revenue as it is incurred.
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13 Capital commitments

13.1 The Authority has authorised expenditure in future years under its capital
programme of £1,378,000 of which £341,000 is contracted.

Expenditure
approved and
contracted as at

Expenditure
approved but
not contracted

41

31 March 08 at 31 March 08
£7000 £7000
2007/08 vehicles 209 743
HQ redevelopment 67 11
Shift crewing building works 27 199
Other schemes 38 84
Total 341 1,037
14 Non-financial information on assets held
14.1  The table below sets out further details on the assets held as at 31 March.
2006/07 2007/08
Dwellings
Number of houses 23 19
Other land and buildings
Number of fire stations 53 53
Total floor area (sq M) 39,932 44,691
Vehicles
Number of vehicles owned 125 165
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15

15.1

15.2

15.3

Assets held under finance leases

In 2007/08 the Authority acquired breathing apparatus and further vehicles
through finance lease arrangements.

The rentals payable under these arrangements in 2007/08 were £33,000 (£500
in 2006/07), charged to the Income and Expenditure Account as £6,000
finance costs (debited as interest payable) and £27,000 relating to the write-
down of obligations to the lessor (debited as part of the appropriation to the
Capital Adjustment Account in the Statement of Movement on the General
Fund Balance).

The following values of assets are held under finance leases by the Authority,
accounted for as part of Tangible Fixed Assets (vehicles, plant and
equipment):

£°000
Value as at 1 April 2007 26
Additions 193
Revaluations 0
Depreciation -5
Disposals 0
Value as at 31 March 2008 214

15.4 Outstanding obligations to make payments under these finance leases

(excluding finance costs) at 31 March 2008 are as follows:

£°000
Obligations payable in 2008/09 41
Obligations payable between 2009/10 and 2013/14 143
Obligations payable after 2013/14 0
Total liabilities at 31 March 08 184

15,5 At 31 March 2008 the Authority had not signed any leases for vehicles or

equipment where payments had not started.
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16

16.1

Assets held under operational lease

The following operational lease payments have been made:

2006/07 2007/08

£7000 £7000

Vehicles 906 811
Employee leased cars 225 158
Photocopiers 23 21
Home Computers Initiative 59 20
Total 1,213 1,010

16.2 The Authority is committed to make payments totalling £815,000 in 2007/08
(£952,000 in 2006/07) for operational leases which expire over the following

17

171

17.2

timescales:
2006/07 2007/08
£°000 £°000
During 2007/08 154 125
Between 2008/09 - 2012/13 426 419
After 2012/13 372 271
Total 952 815

Valuation information

Land and buildings are required to be valued every five years, or sooner when
there are material changes. The last quinquennial revaluation was completed
in 2004/05. From 2005/06 the Authority adopted a rolling programme for

valuing its assets.

The following statement shows the progress of the Authority’s rolling
programme for the revaluation of fixed assets. The valuations were carried
out by qualified personnel from the Estates Practice, Hampshire County

Council.
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Dwellings Other land  Vehicles, Non-
and plantand operational
buildings equipment assets
£°000 £7000 £°000 £°000
Valued at historic cost 7,493
Valued at current value 2
in: 2003/04
2004/05 4
2005/06 1,544 39,650 1,480
2006/07 593 35,902
2007/08 1,583 16,602
Total 3,720 92,160 7,493 1,480

18 Depreciation

18.1 Depreciation charges are made on all fixed assets other than land and non-
operational assets in line with FRS 15.

18.2  Depreciation is calculated on a straight line basis over the useful economic
lives of the assets. In the case of permanent buildings a provisional average
residual life has been assumed of 25 years for building components and 100
years for other parts of the building. Furniture and equipment is assumed to
have a life of ten years and vehicles between 10 and 15 years.

18.3  No change in the depreciation methodologies were made during the year.
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19

19.1

20

20.1

Stocks

The balance is made up of the following stocks held:

Uniforms
Equipment
Workshops
Fuel

Hydrants
Memorabilia
Foam
Stationery

First Aid

HFSV Equipment
Business Forms
Leaflets

Total

Financial Instruments

31 March 2007

31 March 2008

£°000 £°000
285 328
76 68
156 153
31 29
7 5

2 2
36 21
21 20
1 2

0 1

0 5

0 7
615 641

In accordance with Financial Reporting Standard (FRS 26) long-term debtors,
debtors, payments in advance and temporary lending are classified as loans

and receivable financial instruments.

Creditors, receipts in advance and

temporary and long-term borrowing are classified as financial liabilities at
amortised cost. An assessment of the associated risks is given in notes 27 to

29 below.
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21

21.1

22

22.1

22.2

22.3

23
23.1

24

24.1

Long term debtors

These mainly represent the car loans to staff of £6,000 in 2007/08 (£16,000 in
2006/07). They attract a market rate of interest are for a period of less than
five years. The value in the balance sheet is a reasonable assessment of fair
value. All loans are expected to be repaid in full and so a reduction for
impairment is not considered necessary.

Debtors

Receipts are due within one year without interest and as such the fair value of
receivables equals the original invoice amount. The total amount in 2007/08
has not been reduced in accordance with the requirements of FRS 26
(impairments) to take account of debts that are unlikely to be collectable as it
is believed all debts will be repaid in full. The 2006/07 balance was reduced
by £18,000.

The debtors balance on the balance sheet can be further analysed as amounts
due to:

2006/07 2007/08

£°000 £’000

Government departments 697 6
Other local authorities 0 0
Sundry debtors 417 383
Total 1,114 389

The reason for the large decrease in Government is that the New Dimensions
grant (£668,000) had not been received in 2006/07.

Payments in advance

This balance mainly represents the proportion of operational leasing payments
made that relate to 2008/09 as payments are made annually in advance. As the
balance relates to less than a financial year the fair value is equivalent to the
proportion of the original invoice that relates to 2008/09.

Temporary lending and borrowing

This balance represents the money lent to/borrowed from Hampshire County
Council. The reason for the significant drop between the years is due to the
significant level of capital spending which has not been backed up by long-
term borrowing.
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24.2

25

25.1

25.2

26

26.1

26.2

27
27.1

The temporary lending balance is lent on a daily basis to the County Council
and as such the loan amount is a reasonable assessment of fair value. Any
temporary borrowing is also on a daily basis and therefore the amortised value
in the balance sheet is also reasonable assessment of fair value.

Creditors

The Authority’s policy is to pay creditors within 30 days of the date shown on
the invoice. As such, the invoice amount is a reasonable assessment of the fair
value of the financial liability.

The creditors balance on the balance sheet can be further analysed as amounts
due to:

2006/07 2007/08
£°000 £°000

Government departments 1,329 1,000
Other local authorities 72 112
Sundry creditors 1,287 1,168
Total 2,688 2,280

Receipts in advance

The balance shown represents some leasing rebates received in advance and
funding for some local fire initiatives.

The balance is in the main relating to next years expenditure and as such their
amortised cost in the balance sheet is a reasonable assessment of fair value.

Long-term borrowing

The Authority has 15 fixed rate long-term loans all from the Public Works
Loan Board (PWLB). The interest rates payable range from 4.2% to 5.875%.
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27.2

27.3

27.4

271.5

The statement below sets out details of the maturity dates of these loans:

As at 31 As at 31 As at 31

March March March

2007* 2007 2008

£°000 £°000 £’000
Between 1 and 2 years 0 0 0
Between 2 and 5 years 0 0 0
Between 5 and 10 years 0 0 0
Between 10 and 15 years 1,700 1,709 2,460
Between 15 and 20 years 1,550 1,554 803
Between 20 and 25 years 500 503 1,014
More than 25 years 1,700 1,721 1,715
Total 5,450 5,487 5,992

The figures above include accrued interest payable of £42,000 as at 31 March
2008 and £37,000 as at 31 March 2007. *The first column excludes accrued
interest and reflects the balance sheet comparator information.

Long term borrowing is carried in the balance sheet at amortised cost. Their
fair value has been assessed by the PWLB by calculating the present value of
the cash flows that will take place over the remaining term of the instruments,
using premature repayment interest rates.

The fair values of PWLB loans have heen calculated as follows:

As at 31 March 2007 As at 31 March 2008

£7000 £°000
Carrying amount 5,487 5,992
Fair value 6,327 6,327

The fair value is more than the carrying amount as the Authority’s portfolio of
loans includes a number of fixed rate loans where the interest rate payable is
higher than the rates that would be applied to calculate the premiums if the
loans were repaid on the balance sheet date. This commitment to pay interest
above current market rates increases the amount that the Authority would have
to pay if it repaid the loans early.

48



Notes to the core financial statements

28

28.1

29

29.1

29.2

30

30.1

30.2

30.3

31

31.1

Credit risk.

Credit risk arises from deposits with banks and financial institutions. As any
surplus cash is temporarily invested with the County Council the Authority is
therefore exposed to minimal risk.

Liquidity risk

As the Authority has ready access to borrowings through the PWLB there is
no significant risk that it will be unable to raise finance to meet its
commitments under financial instruments. Instead, the risk is that the
Authority will be bound to replenish a significant proportion of its borrowings
at a time of unfavourable interest rates.

The Authority mitigates this risk by its policy of taking out its long-term
borrowing requirements reasonably evenly from one year to the next. In real
terms the value of the debt will be substantially eroded through the remainder
of its term by inflation.

Market risks
Interest rate risk

The Authority is exposed to risk in terms of its exposure to interest rate
movements on its borrowings and investments. Movements in interest rates
could have an impact on the Authority. For instance, a rise in interest rates
would have the following effects:

e The cost of temporary borrowing at variable rates would increase
e The fair value of borrowings at fixed rates would fall

e The interest income from any temporary lending to the County Council
credited to the income and expenditure account would rise.

Borrowings are not carried at fair value, so nominal gains and losses on fixed
rate borrowings would not impact on the income and expenditure account or
the statement of recognised gains and losses. However, changes in interest
payable and receivable on variable rate temporary borrowing and lending will
be charged to the income and expenditure account and affect the general
balance pound for pound.

Foreign exchange risk

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

Deferred Government grants and contributions

This account contains the external grants and contributions that have been
used to finance capital expenditure. It is adjusted for depreciation (written
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down) to offset depreciation charges generated by the relevant assets, and

when these assets are sold.

31.2 The movement on the account can be summarised as follows:

32

321

Balance 1 April

Financing of expenditure in the year

Less release of grants resulting from the
depreciation and disposal of assets
Balance at 31 March

Reserves

2006/07 2007/08
£°000 £°000

0 -426

-657 -157
+231 +162
-426 -421

The Authority 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:

Balance

Balance

.. ~— Movement See
1 April 07 in vear 31 Mar 08 also
Reserve £000 £000 £°000 Purpose of reserve para
Balancing account to
Pensions 372,887 44,967 -327.920 aIIOV\_/ mcluyo_n_of _ 3
reserve Pensions Liability in
the Balance Sheet
Store of gains on
Revaluation 96,682  -95,879 803 revaluation of flxgd 399
reserve assets not yet realised
through sales
Capital Store of capital
adjustment -2,493 94,831 92,338 resources set asideto  32.4
account meet past expenditure
Useable Proceeds of fixed
capl'_[al 0 0 0 asset sales avall_able to 327
receipts meet future capital
reserve investment
Revenue Resources available to
1,646 354 2,000 meet future running
account
costs.
Earmarked 1208 -546 662 Various 33.8
Reserves
Total -275,844 43,727  -232,117
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32.2

32.3

32.4

325

Revaluation reserve

The revaluation reserve stores gains on the revaluation of fixed assets (since
1°" April 2007) not yet realised through sales. Losses are charged to the
income and expenditure account. The reserve, together with the capital
adjustment account, is matched by fixed assets within the balance sheet and is
not resources available to the Authority.

The movement in the account is analysed below:

Fixed Asset
Restatement Revaluation
Account Reserve
2006/07 2007/08
£’000 £°000
Balance brought forward 1 April 91,023 96,682
Balance to capital adjustment account -96,682
Adjusted opening balance 0
Gains on valuation of fixed assets in year 5,669 803
Adjustment to value of past contributions -10 0
Balance carried forward 31 March 96,682 803

Capital adjustment account

This account represents the store of capital resources set aside to meet past
capital expenditure. It is a balancing mechanism between the different rates at
which assets are depreciated and actually financed. The account together with
the revaluation reserve is matched by fixed assets within the balance sheet and
is not resources available to the Authority.

The movement in the account is analysed below:
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Capital
Financing Revaluation
Account Reserve

2006/07 2007/08

£7000 £7000
Balance as at 1 April 3,717 2,493
Add balance transferred from Fixed Asset 0 -96,682
Restatement Account/Revaluation Reserve
Adjusted opening balance 94,189
Revenue contributions -2,896 -937
Capital receipts applied -22 -1,002
Minimum revenue provision -235 -338
Depreciation 1,931 2,671
Impairments 0 309
Asset disposals 0 1,153
Deferred charges 229 157
Loss on sale of assets 0 -150
Reversal of loss on sale of assets 0 150
Deferred government grants and contributions -231 -162
released
Balance as at 31 March 2,493 -92,338

Useable capital receipts reserve

32.6  Capital receipts arise from the sale of assets. It is a cash-backed reserve that is
available to help finance capital expenditure.

32.7 The balance on the useable capital receipts reserve is made up as follows:
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32.8

33

33.1

2006/07 2007/08

£’000 £’000

Balance as at 1 April -22 0
Receipts in the year 0 -1002
Less used to finance expenditure 22 1002
Balance 31 March 0 0

Earmarked reserves

The following statement sets out the movements on all the Authority’s
earmarked reserves during the year:

Balance 1 Inyear Balance 31

April  movement March

£°000 £°000 £°000

Transitional grant reserve 394 -394 0
Underspendings carried forward 200 -200 0
Capital payments reserve 0 0* 0
Modernisation reserve 614 -252 362
Equal pay reserve 0 300 300
Total 1,208 -546 662

*There was an in-year contribution to the capital payments reserve of
£111,000 which was also used during the year.

Insurance Mutual

The Fire and Rescue Authorities” Mutual Limited (FRAML) is the mutual
insurance company created by Fire and Rescue Authorities to serve the
insurance needs of Fire and Rescue Authorities. It started business on 1
September 2007. The Authority is a participating member and having
contributed to the capital setup costs of the company will in due course receive
a share of the surpluses. The Authority holds 17% of the members paid up
capital within the company.
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33.2

33.3

33.4

The following Fire and Rescue Authorities were also members during the
year:

Bedfordshire and Luton Combined Fire Authority
Cambridgeshire and Peterborough Fire Authority

Cheshire Fire Authority

Devon and Somerset Fire and Rescue Authority

Essex Fire Authority

Kent and Medway Fire Authority

Leicester, Leicestershire and Rutland Combined Fire Authority
Royal Berkshire Fire Authority

The Authority’s paid up capital is £282,000 and is included within the
FRAML cash balance in the balance sheet.

As the Authority’s percentage share in the Company exceeds 15% the
Authority is required under FRS 9 to reflect its share of the business in the
balance sheet. The table below sets out the adjustments made:

2007/08
£000

Net assets:
Payments in advance 65
Debtors 3
FRAML’s cash holding 476
Receipts in advance -190
Creditors -72
Initial cash investment 282
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34 Notes relating to the Cash Flow Statement
Reconciliation to the Income and Expenditure Account

34.1 The statement below reconciles the net deficit on the Income and Expenditure
Statement to the revenue activities net cash flow in the Statement:

2006/07 2007/08

£7000 £7000
Deficit on Income and Expenditure Account 20,889 22,805
Items on an accruals basis:
Increase/decrease (-) in stocks 41 25
Increase/decrease (-) in debtors 720 -735
Increase/decrease (-) in payments in advance -84 266
Increase/decrease (-) in FRAML cash holding - 476
Increase (-) /decrease in creditors 533 408
Increase (-) /decrease in receipts in advance -121 -688
1,089 -248
Non-cash transactions:
Net additional amounts debited or credited to the -20,719 -23,159
General Fund Balance
Increase (-) /decrease in insurance provisions 53 19
Revenue contributions to capital -2,896 -937
Statutory provision for repayment of debt -235 -338
Decrease in reserves 2,174 546

-21,623 -23,869

Classified elsewhere in the cash flow statement:

Interest paid -254 -358
Interest received 207 1
Net cash inflow/outflow from revenue activities 308 -1,669
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Reconciliation between movement in cash and movement in net debt

34.2  The following statement reconciles the movement in cash with the movement

in net debt:

Movement of net debt in the balance sheet:

e Long term loans -1 April
- 31 March

- Movement

e Short term loans -1 April
- 31 March

- Movement

e Deposits -1 April
- 31 March
- Movement
Total movement in net debt
Net cash outflow before financing

Increase/Decrease in cash

56

2006/07 2007/08
£°000 £°000
-5,100 -5,450
-5,450 -5,992
-350 -542

0 0

0 -3,164

0 -3,164
6,343 517
517 0
-5,826 -517
-6,176 -4,223
6,061 4,222
-115 -1
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34.3

35
35.1

35.2

36
36.1

37
37.1

37.2

37.3

Movement in net debt in the balance sheet

The following statement reconciles the items shown in financing and
management of liquid resources to the related items in the balance sheet:

2006/07  2007/08

£°000 £°000

Net increase/decrease (-) in short term deposits -5,826 -517
Repayments of amounts borrowed 0 0
New long term loans -350 -542
New short term loans 0 -3,164
Total movement in net debt in the balance sheet -6,176 -4,223

Contingent liabilities

There is a contingent liability in respect of current and former retained
firefighters who may be eligible to join the Firefighters Pension Scheme with
backdating to 2000. The Employment Tribunal has decided that retained
firefighters were unfairly treated in relation to pension rights. Parties to the
Employment Tribunal have been granted until September 2008 to negotiate a
settlement.

It is currently impossible to assess what the Authority’s liability may be
however it is likely that any impact will be in the form of increased
employer’s contributions when they are next reviewed.

Authorisation of accounts for issue and post balance sheet events

The statement of accounts were authorised for issue on 26 June 2008 when
they were presented by the Treasurer to the Governance Committee.

Post balance sheet event (FRAML)

A legal challenge has been made against the London Borough of Brent’s
participation in the London Authorities” Mutual Limited (LAML) which could
have implications for FRAML.

Alternative short-term insurance cover has been put in place by FRAML
(including retrospective cover) pending the outcome of the legality of the of
the current FRAML arrangements.

It is therefore likely that FRAML’s surplus could be adversely affected.
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38

38.1

38.2

38.3

39

39.1

39.2

39.3
39.4

39.5

39.6

39.7
39.8

39.9

39.10

39.11

39.12

Post balance sheet event (FRS 17)

A Government circular has been issued advising revised commutation factors
in relation to the Firefighters” Pension Scheme 1992 which have been
backdated to 1 October 2007.

The associated LAAP bulletin was issued in July 2008 and the accounts have
been amended in line with the guidance received.

The effect is to increase the pensions liabilities by £6.37m. The changes made
to the accounts are as follows:

e Increase pension liabilities and pension reserve in the balance sheet

e Decrease the actuarial gain relating to pension fund assets and liabilities in
the Statement of Recognised Gains and Losses

e Changes the associated notes

Other notes that require disclosure but which this Authority has nothing
to report

There have been no acquired or discontinued operations during the year.

There were no exceptional items, extraordinary items or prior period
adjustments in the year.

The Authority has no undischarged obligations from long-term projects.
The Authority does not have any intangible fixed assets.

The Authority does not have a controlling or dominant influence in any
company.

The Authority has no interests that interests that would require the production
of Group Accounts.

The Authority has no Business Improvement District Schemes in operation.

The Authority has no discretionary expenditure or pooled funds under the
Health Act 1999.

The Authority does not administer any Trust Funds.

The Authority does not have any interest in Building Control and therefore no
requirement to produce building control accounts.

The Authority does not operate a scheme under the Transport Act 2000.

The Authority does not have any PFI schemes.
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Pension Fund Account

2006/07
£'000

-5,178
-101
-2,798

-8,077

0

8,563
1,702
67

10,332

2,256

-2,256

Contributions receivable:

Normal contributions from employer

Early retirement contributions from employer
Contributions from members

Transfers in

Benefits payable:

Pensions

Commutations and lump sum retirement benefits
Lump sum death benefits

Payments to and on account of leavers:
Refunds of contributions

Individual transfers out to other schemes

Net amount payable for the year before
top-up grant receivable from the Government

Top up grant receivable from the Government

Net amount receivable/payable for the year

Net Assets statement

156
120
218

-494

Net current assets and liabilities

Contributions due from employer

Contributions due from employees

Pension top-up grant receivable from Government
Unpaid pension benefits

Amount due to Government

Other current assets and liabilities (temporary borrowing)

59

2007/08
£'000 £'000
-5,183
0
-2,682 -7,865
-522
9,003
3,420
0 12,423
0
0 0
4,036
-4,036
0
0
0
1,517
-391
0
-1,126
0




Notes to the Pension Fund Accounting Statements

11

1.2

2.1

3.1

3.2

3.3

Funding arrangements

The funding arrangements changed for the Firefighters’ Pension scheme on 1
April 2006 at the same time as the New Firefighters’ Pension Scheme was
introduced. Before, the Authority was responsible for the cost of paying the
pensions of its own former employees on a pay-as-you-go basis. Under the
new arrangements the schemes remain unfunded and as before do not have
any investment assets. The Authority no longer meets the pensions outgo
directly, instead it pays an employer’s pension contribution based on a
percentage of pay into the pension fund account. All Fire Authorities are
required by legislation to operate a Pension Fund Account and the amounts
paid into and out of it are specified by regulation.

The Account is balanced to nil each year by receiving cash in the form of a
pension top-up grant from the Government equal to the amount by which the
amount payable from the Account exceeded the amount receivable. Should
the position arise where the amounts receivable ever exceed those payable
then the surplus would be paid over to the Government.

Accounting for future liabilities

These accounts do not take into account the liabilities to pay pensions and
other benefits after the end of the financial year. As this liability rests with the
Authority it is included in the Authority’s own Income and Expenditure
Account and Balance Sheet.

Post Balance Sheet event

A Government circular has been issued advising revised commutation factors
in relation to the Firefighters” Pension Scheme 1992 which have been
backdated to I October 2007.

The associated LAAP bulletin was issued in July 2008 and the accounts have
been amended in line with the guidance received.

The changes made to the Pension Fund Accounts are as follows:

e Pension Fund Account — increases lump sums payable and top up
grant receivable by the Government by £391,000

e Net assets statement — Increases pension top up grant receivable from
the Government and unpaid pension benefits by £391,000.
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