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Summary of the Period 1st April 2006 to 31st March 2007

The Conservation Board for the Cotswolds Area of Outstanding Natural Beauty (the Board) was established as a result of the Countryside and Rights of Way Act 2000. The Act provided for the establishment of a new type of independent organisation to care for extensive Areas of Outstanding Natural Beauty (AONB), which also covered a large number of administrative boundaries. The Board has its own Establishment Order (SI 1777/2004), which was agreed by Parliament in July 2004.

The Board is an independent corporate body. Its forty members, comprising Government appointees (15) and nominees from local authorities (17) and parish councils (8), have a responsibility to consider the widest possible interests of the AONB, both nationally and locally. 

The Board’s statutory purposes are:


· to conserve and enhance the natural beauty of the AONB, and

· to increase the understanding and enjoyment by the public of the special qualities of the AONB. 

In fulfilling these purposes the Board seeks to foster the economic and social well-being of people living in the AONB. 

The Board was established on 14th December 2004 and became operational on 1st February 2005. Alongside the 40 Board members are 18 staff and over 300 voluntary wardens. The full Board meets 4 times a year and a smaller Executive Committee meets 8 times a year. The Executive Committee has established 4 sub committees and they in turn operate a small series of working groups covering specific tasks or areas of work. The Board secures personnel, legal, administrative and financial services through service level agreements with external providers, currently Cotswold District Council. It secures IT support through an external contract.

The Board was set challenging timescales in relation to its legislative and regulatory framework. It has pioneered the development of this new management organisation charged with conserving, enhancing, understanding and enjoying the AONB. As part of this process a series of lessons applicable to the protected landscape family as a whole and in particular AONBs are being learnt.

In April 2005 the Board adopted the Cotswolds AONB Management Plan that had previously been compiled on behalf of the local authorities. The Management Plan is the foundation for the Board’s annual Business Plan, which details actions and activities undertaken by the Board. The Business Plan is also the basis for securing resources from funding partners. A review of the Management Plan commenced in 2006/07, working towards the Board’s adoption of a new plan by April 2008.

The year has seen a series of ongoing improvements to the corporate governance of the organisation. At the same time the Board has delivered a wide-ranging programme of activity associated with the delivery of its purposes. This has included extensive habitat restoration, a range of rural skills training and competitions, the hosting of an international conference and a web-based map highlighting the opportunities to explore and enjoy the AONB.

A summary of the work carried out by the Board in 2006/07 can be found in the Cotswolds Conservation Board Annual Review 2006 – 2007, published in July and available on the Board’s website www.cotswoldsaonb.org.uk or from the Board’s offices.

Martin Lane – Director 

Explanatory Foreword

INFORMATION AND FINANCIAL STATEMENTS 

The purpose of this foreword is to provide a clear and understandable guide to the most significant matters reported in the financial statements.

The Code of Practice on Local Authority Accounting in the UK 2006

The Statement of Recommended Practice 2006 (SORP) introduced a number of amendments to the prescribed format of the accounts for 2006/07 and 2007/08. The amendments in respect of 2006/07 are reflected within this Statement of Accounts.

The Income and Expenditure Account for 2005/06 and 2006/ 07 is now in alignment with the format proposed by the National Parks Financial Officers’ Group. 

Income and Expenditure Account 

One of the SORP amendments in 2006/07 is to rename the Consolidated Revenue Account as the Income and Expenditure Account. This account summarises revenue expenditure and income for all of the Board’s services for the year ended 31st March 2007. Included in the Income and Expenditure Account is the movement on reserves. 

Statement on the Movement of General Fund Balances

This is a new account introduced in the SORP for 2006/07. Amongst other things this statement reflects any deferred charges and the transfer of any ear marked reserves. The overall balance on the Statement on the Movement of General Fund Balances appears in the Balance Sheet along with the year-end balances on reserves.

Statement of Total Recognised Gains and Losses (STRGL)

This is a new account introduced in the SORP for 2006/07. This account demonstrates the:

Surplus/Deficit for the year

Surplus/Deficit on disposal of Fixed Assets (if any)

Actuarial Gains/Losses on Pension Fund assets and liabilities

Any other Gains/Losses on STRGL

Balance Sheet

This sets out the financial position of the Board as at 31st March 2007. 

Cash Flow Statement 

This statement shows the inflows and outflows of cash arising from transactions with third parties for revenue purposes in the period.  This is different to the Income and Expenditure Account, which uses the accruals method of accounting. 

Statement on Internal Control

The Statement on Internal Control reports the Board’s evaluation of the effectiveness of its system of internal control.

Statement of Accounting Policies 

This statement discloses the accounting policies used by the Board in compiling the financial statements.

Notes to the Accounts

This statement discloses more detailed information on the figures provided in the Income and Expenditure Account, Balance Sheet and Cash Flow Statement.

Performance for the period 1st April 2006 to 31st March 2007

The Board is funded year on year for its programme of work during that year. The level of funding provided by the Board’s principal partners – Natural England, local authorities and the Heritage Lottery Fund - determines the level of activity that can be achieved.

The programme of work in the Board’s Business Plan consists of projects for the achievement of its statutory purposes together with the Corporate Governance Action Plan. Projects are carried out by the Board itself or in partnership with others. Principle programmes of work in 2006/07 included a series of cross cutting projects associated with the provision of interpretation and information about the AONB, conservation of biodiversity and the historic environment, (including the continuing Caring for the Cotswolds programme), the distribution of the Sustainable Development Fund (SDF) to grant aided projects and the lead host role for the international Europarc Conference in Oxford in September 2006. 

The Board initially agreed a Business Plan for 2006/07 to the value of £1,826,808. The overall turnover for the Board was estimated at £1,607,997, with a further £218,811 estimated as match-funding applied directly to projects by funding partners (and which was not part of the Board’s direct financial activity). The Board revised its budgets in January 2007 to take account of the receipt of final grant offers from Natural England within the year, overall progress within the year and the expected outcome for both finance and project outputs at the end of the year. The overall outturn figure was reduced from £ 1,607,997 to £1,452,555. The main areas where changes to the budget were made were:
· A reduction in the Cross Cutting Projects budgets to take account of delays to the Caring for the Cotswolds Interpretation Project (£95,500).

· A reduction in the Historic Environment budget head because of the slow take up of the Local Distinctiveness Grant scheme (£51,000).

· A reduction in the Farming and Rural Land Use budget because of the postponement of the Eat the View programme (£68,500).

Notable achievements in the year included:

· Match funding for dry stone walling of £216,000 from landowners towards 79 projects with a total value of £370,360.

· Sustainable Development Fund match funding of £61,000 from landowners, community groups and others towards 14 local projects with a total value of £133,000.

· Jointly hosting the Europarc 2006 Conference, with 300 delegates spending over £300,000 in the local economy.

At the end of the year, the final outturn figure was £ 1,405,519 (a 3.2% variation from the revised budget). The main area contributing to the variance between the revised budget and the net cost of services shown in the Income and Expenditure Account was delays in securing project outputs for the Caring for the Cotswolds Interpretation Project.

The Income and Expenditure Account shows a deficit for the period of £64,279 after making adjustments required by Financial Reporting Standard (FRS) 17 in respect of the pension fund. The deficit was funded from reserves set aside from 2005/06 for the Europarc Conference and the Caring for the Cotswolds Project, and from the General Fund. 

The Director and Finance Officer both consider the Board’s reserves to be inadequate for the efficient operation of the Board. The reserves identified in Note 10 to the accounts are committed in 2007/08. The Director continues to make representation to the Board’s funding partners and in particular Natural England with a view to securing adequate reserves in the future.
Statement of Accounting Policies

The accounts have been prepared, as far as possible, in accordance with the Code of Practice on Local Authority Accounting in the United Kingdom 2006 (SORP) issued by the Chartered Institute of Public Finance and Accountancy (CIPFA).  They conform to the Accounts and Audit Regulations 2003, Statements of Standard Accounting Practice (SSAP) and Financial Reporting Standards (FRS) as far as they are applicable. This guidance was written for local authorities and does not take account of the specific circumstances of conservation boards. Where the guidance does not apply or applies differently, the Board has taken a judgement on the treatment of these issues. The Accounting Policies are kept under review and are updated as required. The Board is working with the National Parks, the Audit Commission and the Chartered Institute for Public Finance and Accountancy on how the code of practice should be applied to the Board. 

Accounting Concepts

The following accounting concepts are adopted to ensure that the accounts present fairly:

A) Relevance

The Statement of Accounts provides information about the financial performance and position of the Board that is useful for assessing the stewardship of public funds and for making economic decisions.

B) Reliability

The Statement of Accounts is intended to represent faithfully the financial position and transactions of the Board.  This is achieved by complying, in all material respects, with proper local authority accounting practices as far as they apply to the Board. 

Where there is uncertainty these accounts have been prudently prepared, that is, that a degree of caution has been applied in exercising judgement and making any necessary estimates.

This statement has been prepared to reflect the reality or substance of the transactions and other events that have taken place.

C)   Comparability

Consistent policies are applied both within the accounts for the year and between years.    Discretionary changes in accounting policy will only be made on the grounds that the new policy is preferable to the one replaced because it will give a fairer presentation of the transactions and the financial position of the Board. The impact of future changes to accounting policies will, where material, be highlighted. 

      D)  Understandability

The accounts require a reasonable knowledge of accounting if they are to be properly understood.  However, all reasonable efforts have been made to make the accounts as easy to understand as possible.

E)  Materiality

Strict compliance with CIPFA’s Statement of Recommended Practice is not necessary where the amounts involved are not material to the fair presentation of the financial position of the Board and to the understanding of the Statement of Accounts by a reader.  Materiality will depend upon the size and nature of the item in question.

F)  Accruals

These financial statements, other than cash flow information, are prepared on an accruals basis.  This means that income and expenditure is matched to the services provided during the accounting period.

G)  Going Concern

The accounts are prepared on the assumption that the Board will continue in operational existence for the foreseeable future.  This means that income and expenditure accounts and balance sheet assumes no intention to curtail significantly the scale of operation.

H)  Primacy of Legislative Requirements

The Board derives its powers from statute. It is a fundamental principle of accounting that, where specific legislative requirements and accounting principles conflict, legislative requirements will apply.

Accounting Policies

Fixed Assets

Following a review, a report was made to Executive Committee on 25th May 2006 and it was resolved that the Board does not hold any fixed assets. A policy was established at the same meeting that only fixed assets with a value of more than £10,000 would be treated as fixed assets in the accounts. There has been no change in the Board’s position since that date.
Overheads

Costs of corporate management and administration have not been re-allocated to the other cost heads within the accounts. Although this is not in full compliance with the SORP, the Natural England’s grant application process requires Core and Project costs to be accounted for separately and the Board has adopted the National Park’s model for the Income and Expenditure account. 

Grants

Revenue grants and other contributions are accounted for on an accruals basis and recognised in the financial statements when the conditions for their receipt have been complied with and there is a reasonable assurance that the grant or contribution will be received.

Debtors and Creditors

The revenue accounts are prepared on an income and expenditure basis.  Provision is therefore made for goods and services supplied to or by the Board, but not paid at 31st March 2007.  

Partnership/Group Accounts 

There were no companies or other organisations for which partnership or group accounts were required.

Reserves and Provisions 

The policy regarding reserves and provisions is, where possible, to add to the reserves of the Board to enable future unforeseen or un-funded costs to be addressed.

Related Party Transactions (See also Note 6 to the Accounts)

The Board is required to disclose material transactions with related parties – bodies or individuals that have the potential to control or influence the Board, or to be controlled or influenced by the Board. 
The accounting policy of the Board takes into account the fact that the grants are made with proper consideration of declaration of interest. The policy for the purpose of reporting these transactions within the financial statements is that all related party transactions are declared.

Pensions (See also Note 4 to the Accounts)

Pensions are accounted for within the Income and Expenditure Account on a current service cost basis.  The cash payment in respect of the employer’s pension contribution is replaced with the current service cost.  The Income and Expenditure Account now reflects the annual current service cost.  Financial Reporting Standard Number 17 has been fully implemented in the 2006/07 accounts.    
Deferred Charges
Deferred charges represent expenditure that has been properly capitalised but which does not result in tangible assets owned by the Board.  Deferred charges are written off in the year that they are incurred. Examples include expenditure in respect of capital grants in respect of dry stone walling.
Investments

In order to maximise income, a policy regarding bank account balances has been formulated. When the amount in the current bank account (non-interest earning) is at a level above that required to meet the day-to-day expenditure of the Board, a transfer should be made within the same bank but into an account that yields an interest return.

Value Added Tax 

Value Added Tax (VAT) has to be paid in full by the Board. All figures within the accounts are, where applicable, inclusive of VAT.

Statement of Responsibilities for the Statement of Accounts

Responsibilities of the Cotswolds Conservation Board

The Board is responsible for:

· ensuring that its business is conducted in accordance with the law and proper standards;

· ensuring that public money is safeguarded and properly accounted for;

· ensuring that its resources are used economically, efficiently and effectively;

· making arrangements for the administration of its financial affairs and securing that one of its officers has responsibility for the administration of those affairs;

· maintaining an adequate and effective system of internal audit of its accounting records and of its system of internal control; and

· approving the Statement of Accounts including a statement on internal control.

In achieving its overall responsibility, the Board is responsible for maintaining a sound system of internal control that supports the achievement of its objectives and reviews its effectiveness, including arrangements for the management of risk.

Responsibilities of the Finance Officer
The post with designated responsibility for the administration of the Board’s financial affairs is the Finance Officer.  The Finance Officer is responsible for the preparation of the Board's Statement of Accounts, which, under the terms of the CIPFA/LASAAC Code of Practice on Local Authority Accounting in Great Britain (the “Code of Practice”), is required to present fairly the financial position of the Board at the 31st March 2007 and its income and expenditure for the year ended 31st March 2007.

The Finance Officer has:

· selected suitable accounting policies and applied them consistently;

· made judgements and estimates that are reasonable and prudent; 

· complied with the Code of Practice as far as possible and with the requirements of the Board’s Establishment Order.

· kept proper accounting records which are up to date; and

· taken reasonable steps to prevent and detect fraud and other irregularities.

I certify that the Statement of Accounts on pages 13 to 16 is a relevant Statement of Accounts for 2006/2007 for the Audit Certification and Opinion.

Signed:………………………………… Finance Officer.   Date:……………..

In accordance with regulation 10(3) Accounts and Audit Regulations 2003, the statement of accounts was approved by the Board on 28th June 2007.

Signed:……………………………………… Chairman.
Date:……………….

Statement on Internal Control

Scope of Responsibility 

The Board is responsible for ensuring that its business is conducted in accordance with the law and proper standards, and that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively. In discharging this overall responsibility, the Board is also responsible for ensuring that there is a sound system of internal control which facilitates the effective exercise of the Board’s functions and which includes arrangements for the management of risk.

The Purpose of the System of Internal Control

The system of internal control is designed to manage risk to a reasonable level rather than to eliminate all risk of failure to achieve policies, aims and objectives; it can therefore only provide reasonable and not absolute assurance of effectiveness. The system of internal control is based on an ongoing process designed to identify and prioritise the risks to the achievement of the Board’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 system of internal control has been in place at the Cotswolds Conservation Board for the year ended 31st March 2007 and up to the date of approval of the annual Statement of Accounts.

The Internal Control Environment

Establishing and monitoring the achievement of the Board’s objectives

The Board’s purposes are set out in the Countryside and Rights of Way (CROW) Act 2000, as amended by the Natural Environment and Rural Communities Act 2006, and its key objectives are set out in the statutory AONB Management Plan. This Plan was developed by the former AONB Partnership on behalf of, and adopted by, the seventeen local authorities covered by the AONB following wide consultation with community groups and stakeholders. The Board adopted the Plan on 28th April 2005 in accordance with the CROW Act. A review of the Management Plan began in 2005/06 and will lead to the adoption of a new plan by April 2008. 

The Management Plan gives a framework for the actions set out in the Board’s Business Plan. This is reviewed annually by the Board to take account of the achievements of the previous year and the emerging priorities for the coming year. It is the basis for the Board’s funding. The Business Plan is reviewed and monitored quarterly by the Executive Committee and the Board. It is the focus of the officer team’s work as they implement its actions and activities.
Two types of indicators inform whether the Business Plan objectives have been achieved:

· Management Plan targets which indicate the success or otherwise of activities directly related to achieving Management Plan objectives;

· Business Plan actions that indicate success or otherwise against activities set annually in the Business Plan.

The Board publishes an Annual Review in July each year to summarise and report on its performance to partners, funders and other interested parties.

Facilitation of policy and decision making

The Board makes all policy. Policy is developed by members and officers working in sub-committees to the Executive Committee, or by officers reporting directly to the Executive Committee. The Executive Committee makes recommendations on policy to the Board. The Executive Committee ensures that the Board has access to professional services from within and outside the staffing structure to provide specialist policy and legislative advice in key areas, and establishes working groups to enable the Board to draw on a wider range of expertise from individuals, partner organisations and other outside bodies. Six-monthly meetings of partner organisations and an annual forum of partners, wider interest groups and individuals facilitate consultation. Wider consultation is carried out during the development of the Management Plan and during the development of other policy statements.

The Executive Committee is responsible for ensuring implementation of Board policy and making decisions in accordance therewith.  The Chairman and Vice Chairman of the Board also stand as the Chairman and Vice-Chairman of the Executive Committee to ensure continuity of policy and effective operation. In each year, the Executive Committee meets eight times, the sub committees approximately four times and the Board four times.

The Director has delegated authority to take decisions as set out in the Board’s Constitution. He has authority to delegate decisions to other officers. 
Ensuring compliance

Responsibility for compliance with policy rests with the Executive Committee, which is accountable to the Board through the Chairman and Vice Chairman. Annual elections of the Chairman, the Vice-Chairman and all members of the Executive Committee and sub-committees are held at the Annual General Meeting. Agendas, reports and minutes of all Executive and Board meetings are posted on the Board’s website.

The Executive Committee and the Board receive quarterly reports of progress against the Business Plan, including financial reports of income and expenditure against budgets. 

The Board is required to report regularly to Natural England and the Heritage Lottery Fund. These principal funders operate their own scrutiny arrangements over the Board’s activities and financial performance. The Secretary of State’s delegated officer with DEFRA, Natural England, the seventeen member local authorities and 293 parish councils and parish meetings receive notification of meetings and agendas and minutes of Executive and Board meetings. All funders receive Annual Review reports from the Board. 

The Director receives a monthly management report showing a more detailed statement of income and expenditure against budgets. He also receives a weekly statement of the Board’s cash position.

The Board’s Finance Officer and Monitoring Officer attend or are represented at all Board meetings and Executive Committee meetings. Both can report directly if they consider it necessary. 
Internal auditors were appointed to the Board in February 2006. The Board has agreed a Strategic Audit Plan 2005/06 – 2008/09. Planned work for 2006/07 has been completed. The auditors reported they obtained satisfactory assurance in the areas they reviewed – stakeholder funding, partnership grant support, budgetary control, procurement, financial reporting, creditors, income and debtors. Recommendations arising from the audit have either been actioned or taken into account in the review of the Board’s Corporate Governance Action Plan. 

Under its service level agreement, the Board has also received satisfactory assurance from Cotswold District Council internal auditors on the key systems operated by the Council on behalf of the Board (main accounting systems, payroll and creditor payments).  No fundamental recommendations have been made to the Board.

The Audit Commission provides external audit to the Board. The District Auditor issued an unqualified opinion on the financial statements for 2005/06 in October 2006 and made observations and recommendations, which the Board has taken into account when reviewing its Corporate Governance Action Plan. 

The Board’s Standards Committee met for the first time in 2006/07. The Committee has three independent members who sit alongside two Board members to monitor members’ compliance with legislation and regulations. The Chairman of the Standards Committee is chosen from the independent members. 

The Board has adopted a risk management framework and has implemented a corporate risk register to identify key strategic risks and the controls needed to guard against them. Operational risks are identified by officers responsible for specific element of the Business Plan through their development of schemes and projects, discussed at team meetings and one-to-one meetings with the Director and, where appropriate, included in reports to members. Health and safety risks are identified by risk assessments for practical operational activity such as dry stone walling courses and volunteer activity. Risks identified as strategic are escalated to the corporate risk register and reported regularly to the Executive Committee. Risks that have been managed through the risk management process and which no longer pose a threat are removed from the main register but retained as an annex for assurance and future reference.

In 2006/07, the risk management process has been strengthened with the appointment of a Finance Officer who leads on risk management. Training needs are identified through one to one discussion between line managers and individual team members. 

The Finance Officer will develop and lead an internal training programme on financial risk management. The Land Management Officer will lead an internal training programme on health and safety risk assessment and management.

Ensuring economical, effective and efficient use of resources

The Board’s use of resources is controlled through the Business Plan, approval of which sets the budget for the Board. The process for setting the budget involves consultation with and requires the approval of the Board’s principal funders, in particular Natural England.

Because of constraints on its funding, the Board constantly strives to identify improvements in value for money, both through its direct procurement and through its work with partners to identify other sources of funding. The Board achieves many of its objectives by working with others in the private, public and voluntary sectors. The Board seeks out new funding sources and seeks to apply its resources in the most effective way by working closely with the community. Much of its activity is financed by the giving of grants and seeking match funding. A member Grants Panel (a sub committee), reporting to the Executive Committee, scrutinises most grant applications and determines the value and conditions of each grant. Smaller grants are determined by officers under delegation. 

Financial management

The Board has appointed a Finance Officer to carry out the duties as set out in the Board’s Establishment Order, in accordance with Sections 151 and 168 of the Local Government Act 1972. 

Responsibility for project areas in the Business Plan is devolved to officers under the oversight of the Director. Officers attend regular team meetings with the Director at which financial management issues are discussed. One officer has responsibility for leading on the development of the Management Plan and another with development of the Business Plan and financial reporting arrangement with the Board and its funding partners.

The main accounting systems and records are administered under a service level agreement with Cotswold District Council, with the exception of debt recovery, which is carried out by the Board directly. All input to the financial system (including income, payroll and creditors) is carried out by Cotswold District Council on certification by authorised officers of the Board. The Council’s Financial Services section carries out reconciliations and monitoring of the Board’s general ledger and bank accounts and provides reports and advice to officers of the Board. The Board’s Office Manager has access to the general ledger for the monitoring of financial activity and to assist with the production of reports at the Board’s headquarters. 

The Director receives and reviews detailed monthly financial management reports and weekly cash reports. Higher-level financial reports are presented to the Executive Committee, the Board and to key funding partners. 

All systems of control and financial activity are subject to the scrutiny of internal and external audit. 

The main funding partner, Natural England, takes a keen interest in the activity of the Board through their grant approval and monitoring processes and carries out its own audits of the Board’s grant applications.

Performance management

Performance management is undertaken in the following ways:

· The Board approves a Business Plan that drives performance and sets annual targets.

· Key targets are examined in detail at team meetings.

· The Director has regular meetings with officers where lessons learned and activities to correct performance variations are discussed, agreed and implemented.

· The Executive Committee receives reports quarterly on progress, concentrating on exception reporting on those projects that are ahead of target and those which are lagging behind in terms of performance and budget.

· The Board receives and publishes an annual review of performance.
· Feedback is provided to partners at six-monthly meetings.

· Regular reports are provided to Natural England and the Heritage Lottery Fund on progress against funded projects.

The annual review of performance by the Board provides a reality check on how far the annual work programme has contributed to the delivery of the Management Plan. The review is published on the Board’s website and hard copies are distributed to key partners and other interested parties.

Review of Effectiveness 

The Board has responsibility for conducting, at least annually, a review of the effectiveness of the system of internal control. This responsibility is discharged by the production of this Statement on Internal Control by officers and its review by the Executive Committee. 

The control environment is clearly defined by statute, by funding requirements and by the Board’s constitution and procedures. The Director has overall responsibility for the maintenance of the internal control environment. He is supported by a responsible finance officer and a monitoring officer who have defined responsibilities appropriate to their statutory roles. 

Appropriate checks and balances are in place. Assurance is provided by internal checks carried out by senior officers, by the scrutiny of reports by members, by challenge from funding partners and by internal and external audit review.

Risks are identified through the Risk Management Framework and improvement actions are incorporated into a Corporate Governance Action Plan. The Action Plan is an effective process for identifying and monitoring the development of the Board’s internal control environment. Both the Corporate Risk Register and the Corporate Governance Action Plan are scrutinised regularly by the Executive Committee to ensure that major risk areas are addressed.

The external auditor provides an annual audit letter to the Board and this is made available on the Board’s website. The Executive Committee receives an annual report from the Head of Internal Audit setting out the results of the audit work programme. Audit recommendations are either addressed immediately or included in the Corporate Governance Action Plan. The Director takes executive action and any corporate issues raised are discussed and action-planned by the officer team. 

The Executive Committee has considered the effectiveness of the system of internal control at its meeting on the 26th April 2007. A plan to address weaknesses and ensure continuous improvement of the system is set out in the Board’s Corporate Governance Action Plan. 

Significant Internal Control Issues

The Board has identified the following significant control issues that need to be addressed in 2007/08:

	Action Plan

	Significant Issues
	Due Date
	Responsibility

	The full implementation of the agreed Risk Management Framework.
	September 2007
	Finance Officer

	The further identification of and compliance with the legislative and regulatory framework as it applies to the Board, including agreement on a revised Statement of Recommended Practice for the financial statements.
	March 2008 and ongoing
	Director

	Achieving a balance between service delivery and system development through the Business Plan.
	March 2008 and ongoing
	Director

	Reaching agreement with funding partners on the financial memorandum, including maintenance of reserves.
	December 2007
	Director


Signed: ……………………………………Director                   Date:…………………..

Signed: ……………………………………Chairman                 Date:………………….

Income and Expenditure Account for the Year Ended 31st March 2007

	2005/06
	
	
	Gross Expenditure

2006/07
	Income

2006/07
	Net Expenditure

2006/07

	£
	
	
	£
	£
	£

	
	
	Expenditure
	
	
	

	
	
	COST OF OPERATIONS


	
	
	

	236,919
	
	Conservation of Natural Environment
	334,690
	
	334,690

	241,384
	
	Conservation of Cultural Heritage
	289,709
	
	289,709

	12,622
	
	Recreation Management
	9,041
	
	9,041

	285,409
	
	Promoting Understanding: Information, Interpretation and Education
	481,085
	
	481,085

	35,619
	
	Traffic and Transport
	35,012
	
	35,012

	58,434
	
	Volunteers
	57,871
	
	57,871

	0
	
	Development Control
	737
	
	737

	46,352
	
	Forward Planning
	47,090
	
	47,090

	287,413
	
	Corporate Management and Administration
	146,698
	
	146,698

	3,457
	
	Training and Staff Development
	3586
	
	3586

	1,207,609
	
	NET COST OF SERVICES
	1,405,519
	
	1,405,519

	
	
	
	
	
	

	
	
	COSTS AFFECTING BOARD
	
	
	

	(7,883)
	
	Interest Receivable
	
	(6,710)
	

	1,000
	
	Interest on Pension Scheme Liabilities – Less          expected return on Employer Assets (See note 4)
	
	0
	(6,710)

	
	
	
	
	
	

	1,200,726
	
	NET OPERATING EXPENDITURE
	
	
	1,398,809

	
	
	
	
	
	

	
	
	
	
	
	


	
	
	
	
	
	

	
	
	Income
	
	
	

	(810,387)
	
	Natural England Provision
	
	
	(761,426)

	(170,546)
	
	Local Authorities Contribution
	
	
	(173,623)

	(143,046)
	
	Heritage Lottery Fund Contribution
	
	
	(238,474)

	(154,133)
	(
	Other 
	
	
	(161,007)

	   (1,278,112)
	
	Total Financing
	
	
	(1,334,530)

	
	
	
	
	
	

	(77,386)
	
	(Surplus)/Deficit for the year
	
	
	64,279


Statement of Movement on General Fund Balance

	2005/06
	
	
	
	2006/07

	£
	
	
	
	£

	(77,386)
	(Surplus)/Deficit for the Year


	
	
	  64,279

	 52,826

 43,980

(43,980)


	Net additional amount required by statute and non-statutory proper practice to be debited/credited to the General Fund for the year. In 2005/06 and 2006/07 this represents the movement on reserves.  (See Note 10)
The revenue contribution to fund the deferred

charges. 

The reversal of the deferred charges. (See note 14)
	
	
	(56,042)

 114,590

(114,590)

	(24,560)
	(Increase)/Decrease in General Fund Balance 


	
	
	   8,237

	(38,415)
	General Fund Balance as at 31st March 2006 


	
	
	(62,975)

	(62,975)
	General Fund Balance as at 31st March 2007


	
	
	(54,738)


The Income and Expenditure Account has been compiled in accordance with the Statement of Recommended Practice 2006 and also reformatted into new expenditure and income service headings in accordance with updated standards. Any reader of the accounts who requires more information on the compilation of the above statements should telephone 01451 862000 and more details will be forwarded. 

Statement of Total Recognised Gains and Losses for the year ended 31st March 2007

(See also Note 13)

	
	2005/06

           £
	2006/07

                   £

	Surplus/(Deficit) for the year
	24,560
	(8,237)

	Add back movement in reserves
	52,826
	(56,042)

	Deduct appropriations from pension reserve
	(107,000)
	(125,000)

	Actuarial gains and losses
	(57,000)
	(70,000)

	Total recognised gains and losses
	(86,614)
	(9,279)


Balance Sheet 


         31st March






          31st March

      
              2006








  2007


                 £                                                                           Note            £                     £


    
 Nil

Fixed Assets      

 
      Nil

     Nil
Current Assets


  93,683

Debtors
/Prepayments
                  7
    94,862



331,074

Short Term Investments 

  246,593  



           0
            Cash in Hand/Petty Cash                  8
     5,800
  347,255



424,757






 

  

Current Liabilities

  

223,798

Creditors and Unpresented Cheques9
  237,077




  41,502

Bank Overdraft/Petty Cash              8
   ___    0


265,300








  237,077


159,457

Net Current Assets


 
               110,178




  
Less





Long Term Liabilities


        
Liability related to defined

164,000

 benefit pension scheme                  4   

   
  109,000 


    5,000

Pension creditor




              20,000


169,000







  
  129,000











  
_

  (9,543)
Total Net Assets




  (18,822)




Financed by







  

62,975

General Fund Balance




    54,738




91,482

Other Reserves                             10
   

    35,440

                       (164,000)

Pension Reserve                             4

              (109,000)

 

              (9,543)








   (18,822)








Cash Flow Statement

31st March







        31st March

     2006








             2007

        £

Revenue Activities



     £
                £

Cash Outflows:

     375,381
Cash paid to and on behalf of staff

443,398


  

     693,125
Operating Cash payments


927,132
          1,370,530

  1,068,507

(1,363,400)
Operating Cash Receipts



         (1,326,641)

  
           






 

   (294,893)
Net cash outflow (inflow) from revenue activities 
               43,889



(Note 11)




Management of Liquid Resources
    331,074
Short Term Investments



 
 (84,481)






Servicing of Finance
Cash inflows:

      (7,883)
Interest received
             




   (6,710)



     



      28,298
(Increase)/Decrease in Cash




 (47,302)
  
Movement in cash year on year is (See Note 11):
Overdrawn  1/4/06
   (41,502)

In Hand     31/3/07
      5,800
Movement

    47,302

Notes to the Accounts
1 Income

The Board received income in percentage terms as follows:






        2005/06
        2006/07







%
    
%

    Countryside Agency
/Natural England
63

57



Heritage Lottery Fund


11

18
Local Authorities



13

13

Other




13

12

2 Employee Remuneration

The number of employees whose remuneration (including employers’ contributions in respect of National Insurance Contributions and Superannuation Contributions) exceeded £50,000 pro rata to during the year was as follows:





2005/06


2006/07
£50,000 to £60,000   
 
Nil 



Nil



£60,000 to £70,000    

One employee


One employee
3 Audit Costs

The Audit Commission costs in 2006/07 were £15,307. (£31,604 in 2005/06)

4    Financial Reporting Standard Number 17 – Retirement Benefits and Pensions 

The provisions of the Local Government Pension Scheme (LGPS) cover present and past employees. This is statutory and should be fully funded on an ongoing funding basis. The Board joined the Local Government Pension Scheme administered by Gloucestershire County Council and was fully funded on an ongoing funding basis at the operative date of 1st February 2005. The Scheme is a defined benefit scheme, meaning that the retirement benefits are determined independently of the investments in the scheme and employers are obliged to make additional contributions where assets are insufficient to meet retirement benefits. Under the Local Government Pension Scheme Regulations the pension fund is subject to an independent triennial actuarial valuation to determine each employer’s contribution rate.

Pensions are accounted for within the Income and Expenditure Account on a current service cost basis.  The cash payment in respect of the employer’s pension contribution is replaced with the current service cost.  The Income and Expenditure Account reflects the annual current service cost.  

Financial Reporting Standard Number 17 (FRS 17) has been fully implemented in the 2006/07 accounts.

Name of Fund: 
Gloucestershire County Council Pension Fund
Reporting of FRS17 Pension Costs for the year ending: 31 March 2007
Name of Fund: Defined Benefit
Participating Authority: Cotswolds Conservation Board
The Local Government Pension Scheme is administered in accordance with the Local Government Pension Scheme Regulations 1997 (as amended).  It is contracted out of the State Second Pension.

FRS 17 requires that a report be prepared annually by an Actuary - Hymans Robertson in the case of the Board - to undertake pension expense calculations. The estimated pension fund deficit has reduced from £164,000 to £109,000.  

The Actuary clearly points out in the report that the report is prepared only for the purposes of FRS17 and has no validity in other circumstances. In particular, it is not relevant for calculations undertaken for funding purposes, etc. The next formal valuation of the fund for the purpose of setting employers’ actual contributions is due as at 31 March 2007 and will be published in December 2007.

Summary of the Income and Expenditure Account Transactions

In essence, the revenue accounting entries for FRS 17 in 2006/07 are to:

a) Remove from salaries the cash payment for employers’ pension contributions (£48,000) (£40,000 in 2005/06).




b) Replace the cash payment of salaries with a Current Service Cost (£63,000) (£44,000 in 2005/06).

c) Charge to the Income and Expenditure Account the Interest on Pension Scheme Liabilities less the Expected Return on Employer Assets (£0) (£1,000 in 2005/06).

The Board has made contributions of 11% in 2006/07 (12.5% in 2005/06) as well as making an additional lump sum contribution of £8,000 in March 2007.

A full copy of the report from the actuary is available by ringing 01451 862000.

5    Members Allowances

The total amount of allowances paid to Board members during 2006/2007 was £20,501.68 (2005/06 £19,483.32) .A list of these allowances is detailed below:

	

	2005/06
	2006/07

	Name
	£
	£

	Abbott P J
	460.00
	500.04

	Banks M
	460.00
	500.04

	Betteridge K
	720.00
	750.00

	Bird E
	460.00
	437.52

	Boon A
	240.00
	312.48

	Charley R L
	480.00
	500.04

	Crew W
	0.00
	0.00

	Curwen D N
	2,400.00
	2,499.96

	Darby D
	240.00
	62.49

	Dixon H
	0.00
	0.00

	Dummett N
	0.00
	0.00

	Eyre E
	720.00
	687.51

	Folkes D
	0.00
	0.00

	Hill T E B
	440.00
	750.00

	Hope S
	720.00
	750.00

	Hunt V
	720.00
	750.00

	Leech K
	0.00
	0.00

	Lloyd R
	720.00
	750.00

	Macaulay A J
	163.32
	56.45

	Mason S
	200.00
	248.30

	Matthews J
	460.00
	500.04

	Millington J R H
	720.00
	750.00

	Moore S
	460.00
	500.04

	Phillips A
	460.00
	500.04

	Phillips A G
	440.00
	750.00

	Randall S J C
	460.00
	500.04

	Rees R
	40.00
	0.00

	Reynolds G
	460.00
	500.04

	Saint C
	460.00
	500.04

	Seale D R
	0.00
	321.60

	Shine C
	460.00
	500.04

	Soden C
	240.00
	249.96

	Soutter J
	720.00
	750.00

	Steele C
	520.00
	249.96

	Stevens B
	420.00
	0.00

	Surgenor L M
	460.00
	562.53

	Todd R
	240.00
	312.48

	Topple C
	720.00
	750.00

	Tufnell M
	460.00
	500.04

	Vines R
	0.00
	0.00

	Webb J
	460.00
	500.04

	West J
	1,680.00
	1,749.96

	
	
	

	Total
	19,483.32
	20,501.68


6    Related Party Transactions

The principal issue in determining whether or not a person or an organisation is a related party is the degree of control exerted by one party over the other.  This can arise during a financial period where:

· one party has direct or indirect control of the other party;

· one party has influence over the financial and operational policies of the other party; or

· the parties are subject to common control or influence from the same source.

The objective is to identify any transactions that may have taken place as a result of the control or influence exercised by one party over another.  The concern is that such transactions may not be, or may not be perceived to be, in the best interests of the Board.
The Board is required to disclose material transactions with related parties – bodies or individuals that have the potential to control or influence the Board, or to be controlled or influenced by the Board. 

The Government 

The Government has influence over the general operations of the Board.  It is responsible for providing the statutory framework within which the Board operates. The Secretary of State appoints fifteen members of the Board under arrangements set out in the Board’s Establishment Order. The Government provides a large proportion of the Board’s funding in the form of grants channelled through the Department for the Environment, Food and Rural Affairs (Defra) and  Natural England. Other government departments and agencies also have the ability to fund the Board’s work directly.

Natural England (Formerly the Countryside Agency)

Natural England determines the general level of Government funding that the Board receives by approving and agreeing to support the Board’s Annual Business Plan.

(£810,387 in 2005/06and £761,426 in 2006/07)

Heritage Lottery Fund

The Heritage Lottery Fund influences the Board’s decisions by approving and funding the major Caring for the Cotswolds project delivered by the Board – (£143,046 in 2005/06 and £238,474 in 2006/07 )

Local Authorities

The seventeen local authorities covered by the Cotswolds area each appoint a Board member under the terms of the Board’s Establishment Order. The local authorities provide a significant source of income to the Board. The details are listed over.

 

	
	2005/06
	2006/07

	Local Authority
	£
	£

	South Gloucestershire Council
	10,615
	10,818

	Bath & North East Somerset Council
	7,156
	7,731

	Gloucestershire County Council
	38,060
	39,202

	Cotswold District Council
	30,851
	30,851

	Cheltenham Borough Council
	3,304
	3,403

	Stroud District Council
	9,408
	9,690

	Tewkesbury Borough Council
	8,361
	8,612

	Worcestershire County  Council
	4,492
	4,627

	Wychavon District Council
	4,450
	4,584

	Oxfordshire County Council
	10,543
	10,859

	Cherwell District Council
	2,122
	2,186

	West Oxfordshire District Council
	10,543
	10,859

	Warwickshire County Council
	5,797
	5,971

	Stratford-on-Avon District Council
	6,640
	6,839

	Wiltshire County Council
	7,099
	7,312

	North Wiltshire District Council
	6,787
	6,991

	West Wiltshire District Council
	3,318
	3,418

	Hampshire County Council 
	500
	0

	West Berkshire District Council
	500
	0


         Parish Councils, Town Councils and Parish Meetings
Parish Councils, Town Councils and Parish Meetings appoint eight members of the Board in accordance with the arrangements set out in the Establishment Order. 

         Members & Chief Officer

The Board approved Codes of Conduct for members and officers as part of its Constitution. The Codes include requirements to disclose and record interests where they may have, or appear to have, an influence on the decisions of the Board. The Codes have been circulated to members and officers. The Board’s procedural rules impose quorums on meetings to ensure decisions are not taken in isolation and require members to disclose interests at each meeting before the matter in which they have an interest is discussed. A public register of these interests is maintained by the Board’s Monitoring Officer.

In addition to the above, every board member and officer has signed and returned a related party transaction form and 7 board members declared a related party transaction to which a value could be attached. These are set out below:

Board Member

Relationship


         

Amount 

    




 
 

                
        £

Mr K Betteridge

Wychwood Project


 
     700

Elisabeth Bird

National Trust




  4,766


Ms R Charley

Ruscombe Farm


               1,900



Mr A G Phillips OBE
Rocks East Woodlands Education Trust
  
  4,500

Mr S Randall

Lawrence Graham Solicitors


     517

Mr M Tufnell

Landlord 




  2,000

Mr R Talbot


Talbot Audit & Review Services Ltd
             19,500

Board members may declare an interest in any item on the agenda of meetings of the Board, the Executive Committee, the Sub-Committees and the Grants Panel and procedural rules determine what action should then be taken. Declarations of interest at meetings in 2006/07 are not material to these accounts.

7    Debtors and Prepayments



               

              2005/06
            2006/07
                     £


   £

Heritage Lottery Fund
                             66,223

59,029



Natural England                                                         0
            
15,359


      Miscellaneous


                    357


20,474

    


      Prepayments in respect

      of Europarc 2006
     
                             27,103

         0




              
                             93,683
            
94,862 

  8   Cash





 2005/ 06
      
            2006/07







                £         
 
     £

Petty Cash




       800 

       800
       

Bank Balance 




    6,552
          
 
    5,000

Less cheques to be presented as at 31st March
 (48,854)
    See Creditors
(Overdrawn)/In Hand

        
              (41,502) 

    5,800

  9    Creditors







2005/06
           2006/07

    £         
                  £
Countryside Agency/Natural England
  51,988


           0

            

Heritage Lottery Fund


    6,314
          

           0  


Sustainable Development


  63,169


  35,649            

Caring for the Cotswolds


  21,461

                        0


      Miscellaneous



  80,866


  38,374




      Cheques to be presented as at 31st March
See Debtors

163,054 





           

223,798
  

237,077        

10    Reserves

Opening    Expenditure  Income        Carried

Balance                                                 Forward

1st April


        31st March
 
  2006




2007

   £

£
     £

    £


Countryside Fund

16,487
            4,692   
     (4,731)   
16,526


Caring for the Cotswolds
30,964
        422,316
 (409,766)    
18,414


Sustainable Development Fund    2,651
          83,970
   (81,319)
         0



Europarc 2006

             40,880
        155,242      (114,362)
         0


Legacies and donations

    500
                   0   

 0
     500






91,482  
        666,220
 (610,178)         35,440  


Movement in the year: £56,042

The Finance Officer considers these reserves to be totally inadequate to the efficient operation of the Board and the Director is making representation to the Board’s funding partners with a view to securing adequate reserves in the future.

11   Cash Flow

  2005/06







              2006/07
a. Reconciliation of net cash outflow from revenue activities

      £








                  £

  (24,560)
Deficit/(Surplus) per Consolidated Revenue Account    

   8,237                  

Adjust for:

  (52,827)
Movement in reserves





 56,042



(140,099) 
(Increase)/Decrease in Creditors



            (28,279)
             
      

  (85,290)
Increase/(Decrease) in Debtors




   1,179
   


      7,883
Investment Interest/Investments



            (84,481)    (294,893)
Net Cash Outflow (Inflow) from revenue activities 
   
47,302         



  




b. Net movement in cash

Movement in cash year on year is 
Overdrawn 1/4/06
  £41,502








In hand 31/3/07      
      5,800
              







Movement

  £47,302

              
4    Post Balance Sheet Events

There are no post balance sheet events.

13.   Deferred Charges (See Accounting Policies)

	Balance 1.4.06       Expenditure            Written off in year          Balance 31.3.07
          £                        £                              £                                  £

	        Nil                        114,590                         114,590                                 Nil


The above represents the grants paid out in respect of dry stone walling in 2006/07.

Statement of Accounts 2006/07

13/6/07


