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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6.1

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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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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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
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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

17



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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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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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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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





