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1.
Introduction

1.1 This report presents and comments on the Authority’s draft accounts for the year ended 31 March 2007.

1.2 The Accounts and Audit Regulations 2006 require the Authority to approve the final accounts for the year ending 31 March 2007 before 30 June 2007. The Authority are also required to publish the Statement of Accounts prior to 30 September 2007.

1.3 The formal audit of the Accounts by the Audit Commission is expected to commence on 30 July 2007 and last for approximately 4 weeks. 

2.
Basis of the accounts

2.1
The accounts are compiled and presented in accordance with the Statement of Recommended Practice (SORP) – The Code of Practice on Local Authority Accounting, as published by the Chartered Institute of Public Finance and Accountancy (CIPFA).

3.
Final Outturn 2006/07
3.1
The final outturn for the Authority is shown elsewhere on this agenda and reports that compared with a final budget of £87.539M the actual outturn was £87.558M providing a total overspending of £0.019M. It is suggested in the report of the final outturn how this overspending should be treated and the accounts reflect this proposal.

4.
Statement of Accounts

4.1
The Accounts and Audit Regulations 2006 and SORP state that the accounts must include the following:

· An explanatory foreword;

· A statement of Accounting Policies;

· A Statement of Responsibilities;

· An Income & Expenditure Account;

· A Statement of Movement on the General Fund Balance;

· A Statement of Total Recognised Gains and Losses;

· A Balance Sheet;

· A Cash Flow Statement;

· A Statement on Internal Control;

· Notes to the Accounts; and from this year onwards

· A separate Pensions Account for the Police Pensions Scheme

4.2
Explanatory Foreword

4.2.1
The explanatory foreword within the accounts highlights what is contained in the accounts and provides an overview of the financial position of the Authority in the financial review.

4.3
Statement of Responsibilities

4.3.1
This section of the accounts provides a very brief outline of the responsibilities of both the Treasurer and the Police Authority.

4.4
Statement on Internal Control

4.4.1
The Authority is responsible for ensuring that there is a sound system of internal control which facilitates the effective exercise of the Authority’s functions and which includes arrangements for the management of risk.

4.4.2
A full review of the 2006/07 Statement on Internal Control, in accordance with the Accounts and Audit Regulations 2006, has been undertaken and reported to the Audit & Business Assurance Committee who approved it at their meeting on 7 June 2007.

4.5
Accounting Policies

4.5.1
The accounting policies are the basis on which the accounts are compiled and are specified in the SORP. The accounting policies for 2006/07 have also been reviewed by the Audit & Business Assurance Committee and were endorsed at their meeting on 7 June 2007.

4.6
Income and Expenditure Account and Notes to this Account

4.6.1 A requirement of the 2006 SORP, to bring public sector accounts in line with the private sector, is to rename the Revenue Account as an Income and Expenditure Account. Whilst this Account continues to provide a summary of the Authority’s income and expenditure for the year 2006/07 and a comparison with 2005/06, it differs from the previous revenue account in that charges for, and disposal of, fixed assets are now dealt with through the Statement of Movement on the General Fund Balance and the Statement of Recognised Gains and Losses, as well as the movement on reserves. This change has resulted in the 2005/06 Accounts being restated to ensure comparable information still remains available.

4.6.2 The statutory format for the presentation of the Income and Expenditure account is as set out by CIPFA’s Best Value Accounting Code of Practice, as shown at page 19. This is compiled using activity based costing data used within the Home Office annual return and is in this format to allow inter force comparison.

4.6.3
The Income and Expenditure account is also shown in a subjective format in order for the reader of the accounts to determine how much we spend on police pay, premises etc. The notes to the account are to assist in the explanation of the items included.

4.7
Balance Sheet and Notes to the Balance Sheet

4.7.1
The Balance Sheet and Balance Sheet notes provide details of the financial position of the Authority as at 31 March 2007. It provides details of the assets, both fixed and current, held by the Authority, its liabilities and how these are funded.

4.7.2
The balance sheet shows that the Authority has negative equity, however, this is purely due to the fact that under Financial Reporting Standard 17 (FRS17) the Authority have to show its full pension liability. However, the financing of pensions is only required when the pensions are actually paid, therefore when this liability is excluded the net equity of the Authority is £43.048M.

4.8
Pensions Account

4.8.1 This account, which is new for 2006/07. Basically provides more detail around the expenditure and income associated with the Police Pensions Scheme, rather than, as with previous practice, just shown as a one line entry in the Income and Expenditure Account.

4.9
Cash Flow Statement and Notes to Cash Flow Statement

4.9.1 This statement summarises the inflow and outflow of cash during 2006/07 and removes any accruals from those figures included within the other statements in the accounts.

5.
AUDIT OF ACCOUNTS

5.1 
The timetable for the audit of the 2006/07 accounts is as follows:

Official start of the audit



30 July 2007

Start of Public Inspection


16 July 2007

Completion of Audit



27 August 2007

Final day for Public Inspection of the Accounts
10 August 2007

Date for Exercise of Public Rights

13 August 2007

5.2
The audit opinion is expected during September 2007 and will be considered by the Audit & Business Assurance Committee also in September.

6.
Risk Assessment
6.1 The Accounts have been compiled in accordance with the appropriate Codes of Practice and by qualified Public Sector Accountants and therefore the risk likelihood is low, however the Accounts are subject to Audit scrutiny.

7.
Financial Implications
7.1
There are no financial implications associated with this report.

8.
Benefits
8.1 That Members have the ability to scrutinise the Statement of Accounts prior to its approval and audit process.

9.
RECOMMENDATION

9.1
That the Statement of Accounts be approved subject to audit by the Audit Commission.
Stephanie McMenamy


Chief Executive / Treasurer
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