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Introduction

The Accounts and Audit Regulations 2003 require the County Council’s
Statement of Accounts to be approved by the 30 June following the year
end. The County Council has delegated responsibility for the approval of
the draft statement of accounts to the Audit Committee.

A report on the final accounts for 2009/10 was submitted to the Cabinet on
28 June, and the draft Statement of Accounts is consistent with the
management accounts reported to the Cabinet. A net underspending of
£6.1m has been achieved in 2009/10 which has been added to balances.

Code of Practice on Local Authority Accounting

The draft Statement of Accounts has been drawn up in the form prescribed
by the 2009 Code of Practice on Local Authority Accounting in the United
Kingdom, which constitutes ‘proper accounting practice’ under the terms of
section 21(2) of the Local Government Act 2003. The code is updated
each year to take account of changes in accounting standards and other
new developments. Some significant changes have been made to the
format of the accounting statements over the last three years to separate
the income and expenditure recorded in accordance with UK generally
accepted accounting practice (UK GAAP) from the adjustments to those
standards applicable in Local Government for the purposes of setting
council tax.

There are four main changes in the Code of Practice which come into
effect for 2009/10’s accounts, which affect the presentation of the
accounting statements:

. In advance of the main implementation of International Financial
Reporting Standards (IFRS) from 2010/11, the accounting
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treatment of PFI and similar contracts has been amended to comply

with the relevant IFRS from 2009/10. Government accounts are
being prepared on the basis of IFRS from 2009/10 and early
implementation of this standard in local government facilitates the
production of Whole of Government Accounts on a consistent basis.
The standard applies a different test of where the risk and reward
lies in contracts involving the creation of assets for public use and
the assets created by both the new street lighting PFI contract and
the existing waste management contract will be included on the local
authority balance sheet. As the investment financed by the street
lighting PFI does not commence until 2010/11, the impact in
2009/10's accounts is confined to the Waste management contract.
Inclusion of the contract on the balance sheet adds about £85m to
the County Council’s liabilities at 31 March 2010 and £ 84m to the
value of its assets.

The basis of accounting for the collection of council tax has also
changed. Previously each billing authority maintained a Collection
Account which recorded income received and the payments to each
of the precepting authorities on the basis of budget estimates. The
Collection Fund recorded any surplus or deficit against the budget
estimate and any debtors and creditors were included in the billing
authority’s balance sheet. The 2009 SORP recognizes the
Collection Fund account as an agency account managed by the
billing authority on behalf of the precepting authorities and requires
any council tax surplus or deficit and any debtors and creditors to
be accounted for by the precepting authorities on a proportionate
basis. This change in practice to reflect the requirements of UK
GAAP has no effect on the level of future Council tax as the
Government has regulated so that any difference between
budgeted and actual council tax income is transferred to a council
tax adjustment account. The additional income in 2009/10 is
estimated at £1.3m.

The move towards greater transparency about the pay of more
senior staff in the public sector is reflected in new regulations on the
disclosure of remuneration in local authority accounts. In addition to
the existing requirement to disclose the numbers of staff earning
more than £50k per annum, from 2009/10 in bands of £5k rather
than £10k, a new senior employee remuneration statement is now
required. This covers members of the Corporate Management team
and details payments to individuals earning more than £150k per
annum and of the amounts payable to postholders where the salary
is less than £150k per annum on a whole time equivalent basis.

In view of the tendency for accounting disclosures required by the
accounting standards to become ever more voluminous, a review
was carried out in 2009 of the various disclosures required by the
SORP which were not requirements of UK GAAP. These were the
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result of legislation requiring local authorities to account separately
for particular types of expenditure or income but it was not generally
a statutory requirement to incorporate this information in the
Statement of Accounts. As a result, the 2009 SORP removes the
requirement to disclose in the Statement of Accounts, expenditure
incurred under S137 powers, expenditure on publicity and income
received from providing services to other public bodies under the
Local Authorities Goods and Services Act.

Statement of Accounts

The Statement of Accounts comprises a number of separate statements,
the key features of which are summarised in this paragraph.

Statement of Accounting Policies

This sets out the policies adopted by the County Council in preparing its
accounts, which are largely determined by the Code of Practice. Some
minor changes have been required this year to reflect changes in the 2009
Code of Practice.

Annual Governance Statement

The Accounts and Audit (Amendment) (England) Regulations 2006 require
local authorities to conduct a review at least once a year of the
effectiveness of the system of internal control and to include, with the
statement of accounts, a statement of internal control, prepared in
accordance with proper practices in relation to internal control. Based on
revised guidance, this now takes the form of an annual governance
statement. The County Council’s statement has been submitted for
approval earlier on the agenda for this meeting and requires the approval
and signature of the Chief Executive and Leader of the Council.

Statement of responsibilities for the statement of accounts
This statement records the responsibility:

. of the local authority to appoint an officer with responsibility for the
proper administration of its financial affairs, the County Treasurer
within the County Council

. of the County Treasurer to prepare the accounts in accordance with
proper practices as set out in the Code of Practice, and to certify
that the accounts present fairly the position of the County Council.
The Deputy County Treasurer will certify the 2009/10 draft accounts
as the current officer with responsibility for the proper administration
of the County Council’s financial affairs.

. of the chairman of the Committee to confirm that the accounts have
been considered and approved by the Committee.
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Income and Expenditure Account

The income and expenditure account reports the net cost for the year of all
the functions for which the authority is responsible and demonstrates how
that cost has been financed from general government grants and income
from local taxpayers. The expenditure recorded reflects the value of fixed
assets consumed and the projected value of retirement benefits earned by
employees in the year.

The account is divided into three categories:

. the net cost of services recording the costs allocated to a standard
classification of services, net of specific grants and income from fees
and charges

. items of income and expenditure relating to the local authority as a
whole — such as interest payable and receivable, pensions interest
cost and return on pension assets and the gain or loss on the
disposal of assets. Added to the net cost of services, this provides
the authority’s net operating expenditure

. the income from local taxation and general government grants in the
period. Deducting net operating expenditure from this income
provides a net deficit or surplus for the year.

In practice it is unlikely that a surplus would be recorded, as the statutory
requirements for setting the Council tax do not require some of the costs
recorded in the income and expenditure account to be taken into account.
These are set out in paragraph 4.11. The guiding principles in determining
the form of the income and expenditure account is that it should measure
net operating costs in accordance with UK GAAP, using essentially the
conventions that would be applied to a company’s audited annual financial
statements. The main reasons that the statutory requirements for setting
council tax do not follow UK GAAP is because costs arising from the
depreciation of assets and the earning of retirement benefits do not
necessarily give rise to cash flows in the short and medium term. It is
therefore a matter of equity between current and future taxpayers as to the
extent to which taxes should be levied currently to meet costs that will
crystallise in the future, given that current taxpayers are funding costs
incurred in previous generations.

The impact of the difference between the application of UK GAAP and the
statutory requirements for setting council tax was particularly striking in
2008/09. Whereas the deficit on the income and expenditure account over
the previous three years had varied between £12.0m and £37.7m, the
deficit in 2008/09 was £471.8m, despite the County Council having a
higher general fund balance (£34.5m), the critical number for council tax
setting purposes, than in any of the previous three years.

This arose primarily for two reasons. Firstly because of the sharp fall in the
market value of land and buildings in 2008/09 and the particular
circumstances that resulted in the majority of the required asset
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impairments being written off to the Income and Expenditure account rather
than against a revaluation reserve. Secondly it arose because of the
transfer of schools from community to foundation or trust status resulting in
the control of assets transferring from the County Council, although they
continue to be available for Educational use within Hampshire. The position
is less extreme in 2009/10 as no general market value impairment of
assets has been required, but the deficit is still £155.4m, the higher deficit
being partly the result of the accounting treatment of trust/ foundation
schools and partly the effect of more frequent revaluation of assets that
have been subject to major capital investment.

Statement of Movement on the General Fund balance

This statement discloses the adjustments necessary to a UK GAAP
compliant Income and Expenditure account in order to determine the
movement in the General Fund balance for council tax setting purposes
(commonly described as the County Council’'s unearmarked balance or just
as balances). The inclusion of this statement reflects the importance in a
local authority context of the movement in general fund balance as an
aspect of the Council’s financial stewardship. The adjustments
summarised in this statement are either determined by statute or reflect
non-statutory proper accounting practices.

The adjustments can be summarised as follows:

. to allow for capital investment to be accounted for as it is financed,
rather than when the fixed assets are consumed. Revenue
contributions to the financing of capital expenditure and the statutory
provision for the repayment of debt are substituted for depreciation
and impairment charges in the income and expenditure account.
The effect is to reduce expenditure in 2009/10 by £116.5m, and thus
increase the general fund balance

. to account for retirement benefits as payments become payable to
pension funds and pensioners, rather than as future benefits are
earned as required by Financial Reporting Standard 17 (FRS17).
There is also a minor adjustment associated with an interest free
loan. These adjustments reduce expenditure by approximately
£36.6m and this also increases the general fund balance

. to reverse the surplus or deficit on the disposal of assets, reflected
in the income and expenditure account to comply with UK GAAP, as
local authorities are not permitted to apply any part of a capital
receipt for revenue purposes. A small deficit of £0.5m was incurred
in 2009/10.

. to allow for transfers to and from the general fund to earmarked
reserves. Net transfers from earmarked reserves to the general
fund totalled £5.6m in 2009/10.

. To adjust council tax income actually received in the year to match
the income actually precepted on each billing authority, by means of
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a transfer to the council tax adjustment account. The County
Council’s share of surplus income was £1.3m in 2009/10.

Table 1 below summarises the general fund position and reconciles it with
the presentation included in the County Council’s management accounts,
reported to the Cabinet on 28 June.

Table 1

£m
Movement in balances reported in the management
accounts
Planned reduction in balances in the revised budget -3.7
Increased balances at 31 March 2010, as a result of 6.1
2009/10 Final Accounts, as per paragraph 3.18 of the
June 2010 Cabinet report
Increase in balances during 2009/10 2.4
Movement on the General Fund balance as per the
statement of accounts
Deficit on Income and Expenditure account 155.4
Net additional amount credited to the General Fund -157.8
balance
Increase in General Fund during 2009/10 2.4

Statement of total recognised gains and losses

This statement brings together all the gains and losses that affect the
County Council’s net worth, including the gains and losses from the
revaluation of assets and the actuarial valuation of the pension fund which
do not pass through the income and expenditure account.

Balance sheet

The balance sheet is presented in a fairly standard format separating fixed
assets from current assets and long-term liabilities from current liabilities in
arriving at total net assets. Total net worth represents the reserve
balances which match net assets.

The key distinction is between cash-backed (£0.2bn) and non cash-backed
reserves (£1.5bn).The County Council’s management reporting gives
greater prominence to the level of cash-backed reserves in the form of the
general fund balance and earmarked reserves which are potentially
useable to finance revenue and capital spending. The majority of the
County Council’s net worth is however tied up in the value of its fixed
assets, primarily the replacement value of land and buildings, which to the
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extent that it exceeds outstanding borrowing is reflected in the value of the
Revaluation Reserve and the Capital Adjustment account. This value
would only become useable if the County Council was to dispose of all its
fixed assets at their balance sheet value.

The pension accounting arrangements also introduced a negative reserve
as a mechanism for recognising in the balance sheet the County Council’s
actuarially assessed pension liability as measured under FRS17, without
requiring the liability to be recognised in setting council tax. The County
Council’s pension liability has increased during 2009/10, from £728m to
£963m mainly as a result of higher assumed future inflation and lower
corporate bond rates which provide the basis for discounting future
liabilities, which more than offset the increase in the market value of the
fund.

The accounting standard for financial instruments requires that the interest
cost over the entire period of an interest free loan made for service
purposes be recognised at the time the loan is made, but the Government
has regulated so that this initial cost need not be recognized for council tax
setting purposes. This results in another small negative reserve on the
balance sheet.

Cash flow statement

The cash flow statement is designed to demonstrate the changes that have
taken place in the County Council’s cash position over the year and to
highlight the causes of that change.

Income from Government grant, national business rates and council tax,
covers revenue activities, servicing of finance and capital activities, but
cannot be readily analysed between the categories, and is therefore shown
as an inflow relating to revenue activities. The cash flow statement is
therefore always likely to show an inflow in respect of revenue activities,
offset by outflows relating to the servicing of finance and capital activities.
The final section of the statement headed ‘financing’ shows the impact of
borrowing decisions in the year on the cash position.

Hampshire Pension Fund

The accounts of the Hampshire Pension Fund show that there was a
surplus of contributions over benefits payable in the year of £65m, that net
investment income totalled £59m, and that the market value of investments
increased by £708m, increasing the net assets of the fund by £832m from
£2.396bn to £3.228bn.

Next Steps

The Audit Commission will present a report to the Audit Committee in
September on the audit of the 2009/10 accounts, prior to the issue of an
audit opinion on the accounts and their publication.

A set of summary accounts will also be produced and made available to
the public condensing the information contained in the full statement of
accounts.
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5. Recommendation
5.1. That the Statement of Accounts for 2009/10 be approved.



Integral Appendix B

CORPORATE OR LEGAL INFORMATION:

Links to the Corporate Strategy

Hampshire safer and more secure for all: yes/no
Corporate Improvement plan link number (if appropriate):
Maximising well-being: yes/no
Corporate Improvement plan link number (if appropriate):
Enhancing our quality of place: yes/no

Corporate Improvement plan link number (if appropriate):

OR

This proposal does not link to the Corporate Strategy but, nevertheless,
requires a decision because:

Section 100 D - Local Government Act 1972 - background documents

The following documents discuss facts or matters on which this report, or an
important part of it, is based and have been relied upon to a material extent in
the preparation of this report. (NB: the list excludes published works and any
documents which disclose exempt or confidential information as defined in
the Act.)

Document Location
None
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Integral Appendix B

IMPACT ASSESSMENTS:

Equalities Impact Assessment:

Equality objectives are not considered to be adversely affected by the
proposals in this report.

Impact on Crime and Disorder:

The proposals in this report are not considered to have any direct impact
on the prevention of crime.

Climate Change:

How does what is being proposed impact on our carbon footprint / energy
consumption?

No specific impact

How does what is being proposed consider the need to adapt to climate
change, and be resilient to its longer term impacts?

No specific proposals affecting adaptation to climate change.

10.
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Explanatory Foreword

1.2.

2.1.
2.2.

Introduction

This document contains Hampshire County Council’s Statement of Accounts for
the year ended 31 March 2010. The pattern of presentation of the statement is laid
down by a code of practice, which the County Council is legally required to

follow.

This foreword gives:

a summary of the various statements that make up the County Council’s
2009/10 accounts

a broad picture of where the money comes from and what it is spent on

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

Summary of Statement of Accounts

The accounts for 2009/10 are set out on pages 9 to 83.

They consist of:

Statement of accounting policies
Annual Governance Statement
Statement of responsibilities for the Statement of Accounts

Income and Expenditure Account — this covers income and expenditure on
all services recorded in accordance with the Local Authority Accounting
Code of Practice

Statement of Movement on the General Fund Balance — identifies the
adjustments required to the Income and Expenditure Account in arriving at
the General Fund Balance for the purposes of setting council tax

Statement of Total Recognised Gains and Losses — brings together all the
gains and losses in the year that are reflected in the change in net worth

Balance Sheet — this sets out assets and liabilities at 31 March 2010

Cash Flow Statement — this summarises all cash coming in or going out for
revenue and capital purposes

Pension Fund accounts - these are the accounts of the Pension Fund, which
is operated for employees of the County Council, Hampshire unitary and
district councils and other bodies.

Where the money comes from

Since the introduction of the new schools funding arrangements in 2006/07, most
of the County Council’s income comes from Specific Government grants and the
council tax. A new general grant has been introduced in 2008/09, the area based
grant, from the amalgamation of a number of grants previously paid as specific



government grants. Fees and charges contribute to the cost of some services and

interest is earned on day-to-day balances.

3.2.  The proportion of the Council’s income obtained from these sources is as follows:

2008/09  2009/10

% %

Council tax 29 28
National business rates 7 7
General Government grant 1 1
Area based grant 4 3
Fees, charges and interest 13 14
Specific Government grants 46 47
100 100

In 2009/10 there was no significant change in the balance of income obtained from
the various funding sources.

4, What the money is spent on
4.1. Type of expenditure
2008/09  2009/10

% %

Staff costs 56 57

Running expenses 39 38

Capital financing 5 5
100 100

4.2. Service shares of gross revenue expenditure

2008/09  2009/10

% %
Children’s services and education 69 64
Adult social care 19 22
Highways, roads and transport 4 5
Cultural, environmental and planning services 7 7
Other services 1 2
100 100

The service shares of gross expenditure in 2008/09 were affected significantly by
charges to the income and expenditure account to take account of the reduced
market value of land and buildings, which have a greater impact on Education than
other services. Service shares in 2009/10 reflect a more typical pattern of spending
and are very similar to those in 2007/08.
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Employees

In 2009/10 the County Council employed 42,249 people, making the Council one
of the largest employers in the county. Many of these employees work part-time.
In full-time equivalent (fte) terms, the total number of employees was 28,978 at 31
March 2010, 883 higher than at 31 March 2009, mainly as a result of additional
school-based staff, the staffing of new children’s centres financed by government
specific grant and additional staff in Adult Services to meet increased demand and
to modernize services.

Full-time equivalent employees

March March

2009 2010

School - based 17,077 17,544
Other Children’s Services 3,068 3,252
Adult Services 3,207 3,359
Environment 767 796
Culture, Communities and Rural affairs 1,019 1,017
Central services and internal trading units 2,957 3,010
28,095 28,978

Summary of the year — Revenue account

In 2009/10 the County Council continued to pursue its objective of providing
services that are of well above average quality, while setting one of the lowest
Band D council taxes. The County Council continues to receive transitional
support through the grant floor and thus received, along with other floor
authorities, the lowest increase in Government grant of all county councils —
1.75% in 2009/10. The budget was also framed in the context of the significant
demographic and legislative pressures affecting social care services and the initial
impact of the economic recession. Despite the pressures on the budget, the County
Council has continued to improve the quality of its services with sustained or
improved performance in 67% of the Corporate Improvement Plan indicators, 69%
of the Local Area Agreement indicators and 62% of the national indicator set, for
which data is available, while maintaining a council tax in the lower quartile.
Cash-releasing efficiency improvements assessed at £48.1million (7.3%) have
been identified over the period 2008/09 and 2009/10, inclusive of the carry
forward of surplus efficiencies in excess of the Spending Review 2004 target
,above the 6.1% annual target set for local authorities for the period. Cumulative
cashable improvements since 2004/05 amount to £92 million.

The County Council also maintained its excellent status for the eighth year running
from the Audit Commission in the first year of the new Comprehensive Area
Assessment.
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The main components of the 2009/10 budget, revised budget and actual income

and expenditure are set out below:

Budget Original  Revised Actual Variation
budget budget from
revised
£million  £million  £million  £million
Net cost of services 671.6 682.7 782.7 100.0
(Surpluses)/ deficits on trading -0.4 0.9 -2.0 -2.9
units
Net interest payable 21.4 23.1 20.3 -2.8
Loss/(gain) on disposal of assets - - 0.4 0.4
Pension interest cost and expected 24.7 57.7 57.7 -
return on pensions assets
Net operating expenditure 717.3 764.4 859.1 94.7
Amount to be met from
Government grant and local
taxpayers
Council tax precept income -512.2 -512.2 -513.5 -1.3
General Government grant -27.2 -27.2 -27.2 -
Area based grant -45.1 -45.4 -45.4 -
National business rates -117.6 -117.6 -117.6 -
-702.1 -702.4 -703.7 -1.3
Deficit for the year on the Income 15.2 62.0 155.4 93.4
and Expenditure Account
Contribution to capital 38.0 45.6 48.2 2.6
Excess of depreciation, impairment -48.2 -57.3 -164.6 -107.3
net of grant over statutory provision
for debt repayment
Contribution from pensions reserve -6.5 -36.6 -36.6 -
Net cost of soft loans, reversal of - 0.8 1.3
disposal gain, collection fund -
adjustment 0.5
Contribution to/(from) earmarked 6.3 -9.5 -5.6 3.9
reserves
Movement in General Fund 4.8 3.7 -2.4 -6.1
Balance
General Fund Balance
Brought forward 1 April 2009 -29.4 -34.5 -34.5 -
Carried forward 31 March 2010 -24.1 -30.8 -36.9 -6.1



6.4.

6.5.

6.6.

6.7.

The budget requirement for 2009/10 was set at £657.0 million ( net of area based
grant of £45.1 million), an increase of 2.3% on the adjusted budget for 2008/09.
The budget was influenced by the risks associated with demand led budgets, the
effects of the recession and the achievement of savings within the budget. This
resulted in a risk assessment of the required level of General Fund balance of
approximately £16 million ( 2.4% of the budget requirement) and balances at 31
March 2010 were estimated at £24.1m, after allowing for a contribution from
balances of £5.3 million in 2009/10 and further planned contributions of £8.1m in
2010/11 and 2011/12. The budget included provision for above-inflation increases
of £7.9million in social care budgets and took account of an anticipated reduction
of £3.1m in the cost of the waste management contract as a result of lower waste
volumes and savings from contract negotiation, while other budgets were increased
in line with corporate inflation assumptions of 1.5% for pay and 2.25% for other
cost increases. Cashable efficiency savings of £20.5 million were identified,
mainly available to be redeployed within service budgets as a way of meeting
demand and legislative pressures not accommodated within the budget guidelines
for services. The budget required a 1.9% increase in the Band D council tax to
£1018.17, the lowest increase in the local tax for nearly 40 years.

In July 2009 the final accounts for 2008/09 were reported to the Cabinet. Service
cash-limited spending was £0.8 million lower than budgeted. Further savings of
£15.5m in net operating expenditure were achieved mainly as a result of lower
interest costs, lower fire insurance reinstatement and higher trading unit surpluses.
£11.2 million of these savings were transferred to earmarked reserves, resulting in
an increase in the general fund of £5.1million compared with the revised budget.
The General Fund balance therefore increased to £34.5 million at 31 March 2009.
Additional non-recurring spending of £2.6 million was approved on highway
structural maintenance and improvements in September 2009, with the balance of
the under spending of £2.5million earmarked for use in 2011/12 to reduce the
planned council tax increase, resulting in a forecast General Fund balance of £26.6
million at 31 March 2010.

When services revised their budgets in the autumn, services identified savings of
£4.6 million to be carried forward within earmarked reserves into 2010/11.
Children’s Services faced by the impact of the recession and the reaction to the
Baby Peter case on numbers of children being taken into care projected an
overspend of £2.5million. Allowing for the scope to achieve further savings in the
remainder of the year, provision was made centrally for an overspending of up to
£1.25 million on Children’s Services. Other savings totalled £4.2 million mainly
resulting from lower interest rates, and from lower new borrowing in 2008/09 than
had been projected in the 2009/10 budget , and these were factored into the
2010/11 budget strategy. As a result, the estimated balance on the General Fund
increased to £30.8 million at 31 March 2010.

In 2008/09, an impairment of all the County Council’s assets valued at current
value had been required, the effect of which, together with the transfer of assets to
foundation schools , had been to result in a net cost of services £471million higher
than budgeted, though the impact on the General Fund and thus on council tax is
neutral. Though no market value impairments were required in 2009/10, the level
of depreciation and impairments again substantially exceeded the minimum
provision for the repayment of debt and was the main factor in the net cost of
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services in the 2009/10 final accounts exceeding the revised budget by £100
million. However, service cash limited expenditure was £0.3 million lower than
budgeted and further savings of £9.7 million in net operating expenditure were
achieved mainly as a result of lower interest costs, lower fire insurance
reinstatement, higher trading unit surpluses and savings on the waste management
contract, offset by higher spending on highways winter maintenance and revenue
contributions to capital. £3.9 million of these savings were transferred to
earmarked reserves, resulting in an underspending of £6.1 million against the
General Fund compared with the revised budget. The General Fund therefore
increased to £36.9 million at 31 March 2010.

The table below analyses the main factors:

Over/ Contribution  Net over/
under(-)  to/from(-) under(-)
spending  reserves spending
£million  £million £million
Service cash-limited spending -0.3 0.4 0.1
Corporate provision made for -1.3 -1.3
potential Children’s Services
overspending
Interest savings -2.8 -2.8
Insurance provision -3.6 3.3 -0.3
Waste management contract -4.1 -4.1
contingency
Higher revenue contributions to 2.6 -2.6 -
capital financed from reserves
Higher trading unit net surpluses  -2.9 2.9 -
Highways winter maintenance 2.9 2.9
Provision for doubtful debts -0.6 -0.6
Other variations 0.1 -0.1 -
-10.0 3.9 -6.1

In view of the potential budget gaps in 2011/12 and 2012/13 resulting from
anticipated Government measures to reduce the public sector deficit, it is proposed
to transfer the saving against the 2009/10 revised budget into the Corporate Policy
reserve in 2010/11.

Summary of the year — capital expenditure

In 2009/10 the County Council spent £167.6 million on capital projects, £16
million less than the revised budget.

Spending on schemes financed from Government grants, supported borrowing,
contributions from developers and outside agencies and other scheme-specific
funding was £15.5 million lower than forecast. So expenditure on locally resourced
projects was only £0.5 million lower than estimated.

Capital receipts were in line with the revised estimate, but as the level of
unsupported borrowing was £2 million lower than forecast, the contribution
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required from the capital reserve was £8.6 million, £1.5 million higher than
budgeted, fully utilizing the balance of the reserve.

Spending financed from supported borrowing amounted to £32.0 million,
supplemented by increased unsupported borrowing of £5.7 million. Temporary
unsupported borrowing in advance of capital receipts of £6.5million was repaid
during the year using the relevant capital receipts. Debt repayment and finance
lease repayments during the year amounted to £28.8 million. Potential outstanding
borrowing for capital purposes to be serviced by the County Council now amounts
to £676 million, together with extra debt of £38.9 million for services transferred
to the unitary and other authorities. The Council may borrow on a day-to-day basis
from internal resources, such as the revenue account and earmarked reserve
balances. Internal resources were slightly higher in 2009/10 than in the previous
year, so that net of temporary investments, £342.8 million (a reduction of £4.2
million on the previous year) was owed to external lenders at 31 March 2010.

Pension Fund liability

The County Council’s net pension liability has increased from £727.6 million at 31
March 2009 to £963.3 million at 31 March 2010. The County Council’s assessed
share of the assets of the fund increased by £320.3 million as a result of improved
investment performance in 2009/10, but this was more than offset by an increase in
the assessed present value of the County Council’s liabilities of £556 million. This
is primarily the result of the interaction of the financial assumptions made in
accordance with the requirements of Financial Reporting Standard 17, with
assumed higher future inflation resulting in higher future pay increases in local
government but a lower corporate bond rate used as the basis for discounting
future liabilities. Variations in actuarial assumptions are quite volatile, having the
effect of reducing liabilities by 17.2% in 2007/08, by a further 1.1% in 2008/09
and then increasing liabilities by 21.4% in 2009/10. The increased deficit on the
Pension Reserve is the main factor underlying the reduction in the County
Council’s net worth from £1.857 billion to £1.678 billion during 2009/10.

Changes

There are no significant changes to the County Council’s range of functions in
2009/10. However there are four main changes to the presentation of the Statement
of Accounts in 2009/10, mainly as a result of changes to the Local Authority
Accounting Code of Practice.

In advance of the main implementation of International Financial Reporting
Standards (IFRS) from 2010/11, the accounting treatment of PFI and other related
contracts has been amended to comply with the relevant IFRS (IFRIC 12) from
2009/10. This is to facilitate the production of Whole of Government Accounts on
a consistent basis from 2009/10. Application of this standard requires the assets
and liabilities associated with the infrastructure created by the joint Waste
Management contract with Portsmouth and Southampton City Councils to be
brought onto local authority balance sheets. Similarly the assets and liabilities
associated with the Street Lighting PFI contract will be brought onto the balance
sheet once the investment programme commences in 2010/11. The effect of this



9.3.

9.4.

9.5.

10.

change is to increase the value of the County Council’s fixed assets in the restated
31 March 2009 balance sheet by £89.6 million and current and deferred liabilities
by £88.7 million.

The basis of accounting for the collection of Council tax has also changed from
2009/10, so that the balance on the district council collection funds, reflecting the
difference between budgeted assumptions and actual council tax collected, and
associated debtors and creditors are shared between the billing authority and
precepting authorities in proportion to their shares of council tax income. This
treats the Council tax collection function as an agency function, whereas in the past
the billing authority has been regarded as the principal. The County Council’s
share of the additional income in 2009/10 of £1.3 million is recorded in the income
and expenditure account and then reversed by a transfer to the collection fund
adjustment account, so that the general fund impact is neutral.

The 2009/10 Statement of Accounts also includes the additional disclosure
requirements of the revised Accounts and Audit regulations relating to the
remuneration of senior employees. The previous requirement to disclose the
numbers of staff receiving remuneration in excess of £50,000 per annum in
£10,000 bands has also been expanded by introducing £5,000 bands.

A review has also taken place of the disclosures in the Statement of Accounts that
are not required to comply with UK Generally Accepted Accounting Practice (UK
GAAP),in order to compensate for the increased disclosures required in recent
years to comply with UK GAAP. As a result the 2009 Code of Practice removes
the requirement to include in the Statement of Accounts disclosures relating to use
of S 137 powers, expenditure incurred on publicity and income obtained under the
Local Authority Goods and Services Act. The County Council has reflected this
change of practice in the 2009/10 Statement of Accounts.

Further information
You can get more information about the accounts from

The County Treasurer, Hampshire County Council, The Castle, Winchester, SO23
8UB,
telephone (01962) 847533,

e-mail budget@hants.gov.uk.


mailto:budget@hants.gov.uk.

Statement of accounting policies

2.2.

2.3.

General principles

The accounts have been prepared in accordance with the Code of Practice on Local
Authority Accounting in United Kingdom: A Statement of Recommended Practice
(2009) (SORP) and the Accounts and Audit Regulations 2003 as amended in 2006
and 2009. Compliance with the principal accounting policies is explained in the
following notes.

Debtors and creditors

Sums due to, or from, the Council during the year are included in the accounts,
whether or not the cash has actually been received or paid in the year — that is, on
an accruals basis. From 1 April 2009, this includes accrued council tax income
rather than the amount that under regulation was required to be paid from the
Collection Fund. However, the accrual is reversed out through the Statement of
Movement on the General Fund Balance so that the general fund balance is based
on the regulation amount of council tax for the year.

However, there are some exceptions, as follows:

. Overtime is accounted for with the basic pay with which it is paid. The
total amount involved at 31 March 2010 is estimated at £3.6 million (£3.1
million in 2008/09).

. electricity and other utility companies' quarterly payments are accounted
for at the date of meter reading rather than being shared between financial
years.

. Pension Fund income includes dividends declared in the income tax year.

The above exceptions apply every year, so they do 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 matched by the reserve being transferred back into the
General Fund balance statement so that there is no net charge against council tax
for the expenditure. Details of variations to earmarked reserves are shown in the
notes to the accounts.



3.2.

The main reserves are as follows:

the General Fund balance is the surplus of revenue income over
expenditure. It can be used to supplement income in future years. In the
balance sheet it is shown separately from reserves that are earmarked for
specific purposesthe schools’ reserve is the cumulative unspent portion of
schools' locally administered budgets. These were set up under the Local
Management of Schools arrangements required by the Education Reform
Act 1988

the capital reserve is used to help pay for future years' capital expenditure

The Landfill Allowances Trading Scheme Reserve contains income from
the sale of surplus allowances. The reserve is to be used to reduce cost
pressures from the existing waste contract and for further investment in
waste infrastructure. This Government scheme operates from 1 April 2005
to 31 March 2020. The scheme allocates tradable landfill allowances to
each Waste Disposal Authority (WDA) up to their ‘cap’. The Authority
can use its allowances to meet its liability for actual landfill usage or sell
allowances to another WDA

Public Service Agreement Reward Grant Reserve contains the cash reward
from the Government for meeting the targets set in the first Public Service
Agreement

the Invest-to-save Reserve is used to finance future capital and revenue
investment in initiatives that are expected to generate a payback which can
be recycled into the reserve

The Corporate Policy Fund uses corporate efficiency savings to support
investment in front line services

the Designated Under-spending Reserve enables services to carry forward
under-spending to aid their budgets in future years

the Insurance Reserve is maintained in case the settlement of claims for
past liabilities is higher than expected (including the continuing liability to
meet claims in respect of former County Council services in Southampton
and Portsmouth incurred before 31 March 1997) and to provide for the
reinstatement of fire damage

the trading account reserve contains the unapplied surpluses of trading
units, which are retained to finance future investment in the trading units,
to cover possible future losses or to provide direct benefits to customers

The Grant Equalisation Reserve is being used to mitigate the effect on
council taxpayers of the shift in Revenue Support Grant away from the
County Council over a period which started in 2004/05

The Equal Pay Reserve will help to meet the transitional costs of
restructuring the County Council’s pay scales caused by the national single
status agreement

The Local Authority Business Growth Incentive (LABGI) reserve is
derived from grant received under the scheme and is used to contribute to
programmes designed to promote economic prosperity, wellbeing and

10
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4.2.

4.3.

4.4.

regeneration and other capital investment projects.

. The Segensworth Units Reserve enables annual tenant contributions
towards repairs to be earmarked for periodic major repair liabilities to
infrastructure.

. The Minerals & Waste Development Framework (MWDF) Reserve is

made up from contributions from each of the partners (including
Hampshire County Council, Portsmouth City Council, Southampton City
Council and the New Forest National Park Authority). The contributions go
towards the ongoing costs of operating the joint MWDF, and in particular it
is earmarked to meet the costs of future Public Inquiries, which do not fall
evenly across financial years.

. The Community Transport Vehicle Replacement Reserve is made up of
annual contributions to meet the periodic cost of vehicle replacement.

. The Corporate Procurement Reserve includes a contribution from the
supplies business unit surplus to assist in funding the additional costs of the
Corporate Procurement Efficiency programme.

Provisions are made in respect of legal liabilities, where the amount or date of
payment is uncertain. They are charged to the Income and Expenditure Account in
the year they are recognised.

Fixed assets

All expenditure on the acquisition, creation or enhancement of a fixed asset that
yields benefits for more than one year can be 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 in
accordance with recommended practice. This does not have a material effect in the
accounts.

From 2009/10, in accordance with the SORP, where the County Council has
control over assets used in the provision of services through PFI and similar
service concession contracts, such assets are accounted for as fixed assets in the
same way as owned assets.

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 defined in the Code of Practice on
Local Authority Accounting:

. 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 enough evidence to support
the value, or at depreciated replacement cost otherwise

. assets not used to provide services are called ‘non-operational assets’ and

11
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4.6.

4.7.

include investment properties and assets that are surplus to requirements.
They are included in the Balance Sheet at open market value. Assets under
construction are also included in this category and are valued at historic
cost.

. infrastructure assets (eg roads) and community assets (eg country parks) are
included in the Balance Sheet at historical cost net of depreciation. For this
purpose, historical cost is taken to be the debt outstanding on the assets on
1 April 1994 plus expenditure since then. Vehicles and equipment and
assets under construction are also valued at depreciated historic cost

. purchased intangible assets are valued at historic cost net of depreciation.

With effect from 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.

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.

Income from the disposal of fixed assets is accounted for in the year in which it
occurs and is used to finance capital payments in the year.

12



Basis of charges for use of fixed assets

Depreciation charges are made on all fixed assets other than land, community,
assets under construction and non-operational assets in accordance with Financial
Reporting Standard tangible fixed assets (FRS 15). The depreciation is calculated
on a straight-line basis over each asset’s useful economic life as follows:

. Buildings - are mostly depreciated over 57 years provisionally assessed
when FRS15 was introduced in 2000/01. But when buildings are revalued
their lives are reassessed to reflect the average useful economic life of the
buildings as follows:

. traditional building structure 60 years
. industrial type structures 50 years
. system build and timber frame 35 years
. temporary buildings 30 years
. Waste disposal facilities 20 years
. Roads and bridges — reflect an assessment of the useful economic lives of
different parts of road structures
. New and improved highways
. major schemes 50 years
. minor schemes 40 years
. Structural maintenance
. principal roads 20 years
. non-principal 50 years
. Avrea strategies and improvements for safety 25 years
. Pedestrian facilities, street lighting and cycling
. Facilities 20 years
. Traffic calming 10 years
. Furniture and equipment 10 years
. Vehicles ... between five and 10 years

Revenue Expenditure Funded by Capital Under Statute

Legislation allows some expenditure such as grants to external organisations for
capital purposes and spending on buildings not owned by the County Council, e.g.
foundation schools, to be funded from capital resources. Such expenditure is not
carried on the balance sheet and is charged to the income and expenditure account
in the year it is incurred. However, so that it does not impact on the year’s council
tax, an adjustment is made in the Statement of Movement on the General Fund
balance.

13
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Redemption of debt

The Council’s borrowing for capital purposes is controlled under the CIPFA
Prudential Code for Capital Finance in Local Authorities. The total borrowing is
expressed as the Capital Financing Requirement and is derived from the opening
Balance Sheet.

With regard to The Local Authority (Capital Finance and Accounting) (England)
(Amendment) Regulations 2008, the Council’s policy for 2009/10 is to make a
minimum revenue provision equal to 4% of the capital financing requirement at
the beginning of the year on supported borrowing. For unsupported borrowing
incurred after 1 April 2008, minimum revenue provision is made on an equal
instalment basis that reflects the life of the related asset, using a period that is no
longer than used to calculate the corresponding depreciation provision. For
deferred liabilities relating to PFI and service concessions, minimum revenue
provision is made on the basis of the principal element of the annuity payment
required to write down the liability over the life of the related asset.

Central support services

Costs of support services are allocated over all services as follows:

. Office accommodation — on the basis of area occupied

. Central departments - on the basis of time spent on behalf of other

departments, or in accordance with a basis of allocation set by a service
level agreement

Basis of valuation

Financial Instruments

Financial instruments are shown in the Balance Sheet and relevant notes in
accordance with Financial Reporting Standards (FRS) 25, 26 and 29. Investments
in the Pension Fund Net Assets Statement are shown at market value at 31 March
each year.

Landfill allowances
Surplus landfill allowances are valued at the lower of cost and net realisable value.
Stocks and stores

Stocks worth £3.4 million are included in the Balance Sheet. There are various
bases of valuation for these stocks, according to their differing natures and
purposes. For example, County Supplies stock of £1.4 million is valued at the
latest buying price. The rest are mainly on an historical cost basis. Spending on
consumable items is accounted for in the year of purchase.

14
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Pension arrangements

The County Council participates in two pension schemes that meet the needs of
employees in particular services. Both schemes provide members with defined
benefits related to pay and service. The costs of providing pensions for employees
are charged to the accounts in accordance with Financial Reporting Standard
(FRS) 17 as amended in December 2006.

Specific revenue Government grants

Government grants for specific purposes are included in the accounts on the basis
of the relevant percentage of eligible expenditure or the total grant awarded for the
year, depending upon the grant conditions that apply. These grants are shown in a
separate column 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 grant’s deferred account and a contributions deferred
account. Amounts are released to revenue to offset the charges for depreciation on
the related assets over the life of the assets.

Leasing

The Council sometimes uses operating leases for vehicles or equipment as an
alternative to ownership. The rentals on the leases are charged to the Income and
Expenditure Account of the service that uses the assets.

Non distributed costs

Some costs cannot be attributed to individual services and are described as non-
distributed costs. They include past service costs relating to pensions which arise
from decisions taken in the current year, but whose financial effect is derived from
years of service earned in earlier years. Non-distributed costs also include the
costs associated with surplus assets held for disposal.
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Statement of Responsibilities for the Statement of Accounts

1.

The Council's responsibilities
The Council is required to:

. make arrangements for the proper administration of its financial affairs and
to make one of its officers responsible for the administration of those
affairs. In this Council, that officer is the County Treasurer

. manage its affairs so as to use resources economically, efficiently and
effectively and safeguard its assets

. approve the Statement of Accounts.

The County Treasurer's responsibilities

1. The County Treasurer is responsible for preparing the Council'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.

2. In preparing this Statement of Accounts, the County Treasurer has:

. selected suitable accounting policies and applied them consistently
. made judgements and estimates that were reasonable and prudent
. complied with the Code of Practice.

3. The County Treasurer has also:
. kept proper accounting records which are up to date

. taken reasonable steps to prevent fraud and other irregularities.
The County Treasurer's statement
I certify that the Statement of Accounts presents a true and fair view of the

financial position of the County Council as at 31 March 2010 and its income and
expenditure for the year ended 31 March 2010.

Sarah Pook CPFA
Deputy County Treasurer and Section 151 Officer
21 June 2010
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The Chairman’s statement

I certify that the Statement of Accounts for 2009/10 was considered and
approved at the Audit Committee meeting on 30 June 2010.

Councillor Keith Evans
Chairman of Audit Committee
30 June 2010
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Income and Expenditure Account

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

and managing the Council during the last year. It includes all day-to-day expenses and related income

on an accruals basis, as well as transactions measuring the value of fixed assets actually consumed and
the real projected value of retirement benefits earned by employees in the year. The net cost of services
is presented using the service expenditure analysis set out in the Best Value Accounting Code of Practice.

See
2008/09 note
restated 1 Income
Net Gross Specific Other Total
Expenditure Expenditure Grants Income
£000 £000 £000 £000 £000
4,804 Central services to the public 7,664 -60 -2,333 -2,393
116,330 Cultural, environmental and planning services 136,842 -25 -28,229 -28,254
608,086 2 Children's Services & Education 1,217,223 -818,606 -113,735 -932,341
79,280 Highways, roads and transport services 85,897 -140 -8,209 -8,349
307,174 Adult Social Care 413,760 -36,833 -86,636 -123,469
431 Court services 1,554 - -1,039 -1,039
15,250 Corporate and democratic core 18,077 - - -
-1,919 Reward grant -2,250 - -2,250
6,040 3 Non-distributed costs 9,828 - -5,897 -5,897
-3274 4 Reduction in provisions -4,182 - - -
1,132,202 Net cost of services 1,886,663 -857,914 -246,078  -1,103,992
-3432 5 Surplus on trading undertakings
15,309 6 Interest 25,443 -5,116
31,940 7d Pensions interest cost and expected return on

- pensions assets
3,165 8 Gain/loss on disposal of assets

1,179,184 Net operating expenditure
Amount to be met from Government grant and local taxpayers
-64,742 Area Based Grant
-17,432 Revenue support grant
-125,220 National business rates

-500,029 9 Council tax income

471,761 Deficit for the year on the Income and Expenditure Account

Statement of Movement on the General Fund Balance

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

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

*  retirement benefits are charged as amounts become payable to pension funds and pensioners, rather

than as future benefits are earned.

*  Council tax income is the budgeted amount not the accrued amount for the year.
The General Fund balance compares the Council's spending against the council tax it raised for the year, taking into account
the use of reserves built up in the past and contributions to reserves earmarked for future expenditure.

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

2008/09
£000
471,761 Deficit on the Income and Expenditure Account for the year
-482,973 Net additional amount required by statute and non-statutory proper practices to be credited
to the General Fund Balance for the year (this is shown in detail below)
-11,212 Increase(-)/decrease in General Fund Balance for the year
-23,300 Balance brought forward 1 April
-34,512 Balance carried forward at 31 March
-34,512 Amount of General Fund balance generally available for new expenditure
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2009/10
Net
Expenditure
£000

5,271
108,588
284,882

77,548
290,291
515
18,077
-2,250
3,931
-4,182
782,671

-1,989
20,327
57,690
471
859,170

-45,433
-27,154
-117,643
-513,503

155,437

2009/10
£000
155,437

-157,855

-2,418
-34,512
-36,930

-36,930



Reconciling items for the Statement of Movement on the General Fund Balance

See

2008/09 note

restated
£'000

-478,692
-12,893
-90,743

26,008
7,976
-3,163

0

11
-78,483
-629,979

47,938
32,123
-1,930
63,413
141,544

5,462

-482,973

1

Amounts included in the Income and Expenditure Account
but required by statute to be excluded when determining
the General Fund surplus of deficit for the year

13a Depreciation and impairment of fixed assets

14 Revenue expenditure funded by capital under statute

13a Loss on assets transferred to foundation schools

10a Deferred Contributions released

10b Deferred Government Grants released

8 Net gain or loss (-) on sale of fixed assets (excluding costs of sale)
9 Collection Fund Adjustment

11 Net cost of soft loans

7d Net charges made for retirement benefits in accordance with FRS 17

Amounts not included in the Income and Expenditure Account but
required by statute to be included when determining the General fund
surplus or deficit for the year

12 Statutory provision for repayment of debt

14 Capital expenditure financed from the General Fund
15 Contribution from other authorities

7d Employer's contributions payable to the Pension Fund.

Transfers to or from the General Fund Balance that are required
by statute to be taken into account when determining the General Fund
surplus or deficit for the year

21c Transfers to earmarked reserves

19

-188,144
-14,776
-21,579

7,055
25,810
-461
1,291
10

-106,235

28,845
48,193
-1,866

69,585

2009/10
£000

-297,029

144,757

-5,583

-157,855



Statement of Total Recognised Gains and Losses (STRGL)

This statement brings together all the gains and losses of the Council for the year and shows

the aggregate increase in its net worth. In addition to the deficit on the Income and

Expenditure Account, it includes gains and losses relating to the revaluation of fixed assets

and re-measurement of the net liability to cover the cost of retirement benefits.

2008/09
restated
£'000

-471,761 Deficit for year on the Income & Expenditure Account

184,620

-3,848 Adjustment to prior year revaluations and capital receipts
-272,190 Actuarial loss on pension fund assets and liabilities
162 External contribution towards debt outstanding on transferred services

-563,017

Net gains on revaluation of fixed assets

Opening adjustment for council tax accrual

20

2009/10
£'000

-155,437
169,439
3,064
-199,110
161
3,238

-178,645



Balance Sheet

31 March
2009
restated
£'000

2,911,642
56,986
446,106
11,913

41,914
64,893
3,533,454
40,788
3,574,242

3,245
61,772
8,573
195,209
5,591
274,390

-1,811
-146,252
-62,627
-99,841
-3,197
-17,124
-330,852

-56,462

3,517,780

-336,996
-85,525
-165,950
-307,168
-32,706
-5,215
-933,560
-127,570

1,856,650

-1,952,848
98

-434,573
-2,290
727,570
-160,095
-34,512

-1,856,650

See
note
1

13

16a

17
16b

16c
18

16h
16i
16j
16e
20
19

16d

20
10a
10b
169

Te

21b
21

2la

21
21c

Tangible fixed assets
Operational assets

Land and buildings

Vehicles plant and equipment
Infrastructure assets
Community assets
Non-operational assets
Assets under construction
Surplus assets, held for disposal
Total fixed assets

Long-term debtors

Total long-term assets

Current assets

Stocks and work in progress
Debtors

Payments in advance
Short-term investments
Cash in hand

Current liabilities

Deposits

Creditors

Receipts in advance

Borrowing repayable within one year
Finance lease repayable within one year
Cash overdrawn

Net current liabilities
Total assets less current liabilities

Long-term borrowing
Deferred Liabilities

Deferred Contributions
Deferred Government Grants
Developers' Contributions
Provisions

£'000

3,004,232
56,905
468,180
13,379

32,936
63,726
3,639,358
39,289

3,369
81,952
10,244

184,584

5,629

285,778

-3,319
-153,905
-83,109
-89,888
-3,454
-15,400
-349,075

-336,556
-82,071
-177,859
-339,144
-33,197
-5,188

Net liability related to defined benefit pension schemes

Total net assets
Financed by:

Capital Adjustment Account

Financial Instruments Adjustment Account

Collection Fund Adjustment Account
Revaluation Reserve

Capital Receipts Unapplied

Pensions reserve

Earmarked reserves

General Fund

Total net worth
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-1,882,356
88

-4,529
-563,096

963,330
-154,512
-36,930

31 March
2010
£'000

3,678,647

-63,297

3,615,350

-974,015
-963,330

1,678,005

1,678,005



Cash Flow Statement
Revenue Activities

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

Cash inflows

Rents

Council tax income

National business rates

Revenue Support Grant

Charges for goods and services

Specific and Area Based Government grants
Other income

Net cash inflow from revenue activities (see note 22)
Returns on investments and servicing of finance
Cash outflows - Interest paid
Cash inflows - Interest received
Net cash outflow from servicing of finance activities

Capital Activities

Cash outflows
Fixed assets

Cash inflows

Sale of fixed assets

Capital grants (see note 23)
Other income

Net cash outflow from capital activities

Net cash inflow (-)/outflow before financing (see notes 24 and 25)

Financing

Borrowing repayable over periods of one year or more:

Repayments
New loans
Borrowing repayable within one year:
Repayments
New loans
Net cash inflow (-)/outflow
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2008/09
£'000

981,955
647,646
1,629,601

-4,658
-500,029
-125,220

-17,432
-84,885
-864,346
-135,226
-1,731,796

-102,195

28,509
-14,531
13,978

161,078

-2,355
-67,670
-13,155
-83,180

77,898

-10,319

28,295
-16,277

546,830
-580,721
-32,192

2009/10
£'000

1,030,594
669,369
1,699,963

-4,757
-512,212
-117,643

-27,154
-87,796
-903,417
-130,805
-1,783,784

-83,821

26,591
-9,210
17,381

154,046

-12,155
-67,984
-15,726
-95,865

58,181

-8,259

12,454
-8,560

552,688
-539,460
8,863



Notes to the core financial statements

1

Prior period adjustments

Adjustments to the information within the 2008/09 statements have been made to reflect the change
in accounting policy for service concessions. The County Council's existing waste management
contract meets the definition of a service concession in accordance with the 2009 SORP. The waste
disposal assets constructed under the contract are now included in the County Council's balance
sheet, together with a deferred liability to pay for the assets over the life of the contract.
Consequently the annual contract fee, hitherto charged to the income and expenditure account, needs
to be separated into a service charge, a principal repayment and an interest charge.

A further adjustment is required in respect of a lump sum payment made in 2008/09 for part of the
asset costs. This was charged to the income and expenditure account as 'revenue expenditure funded
by capital under statute' (REFCUS) as the assets were not included in the County Council's balance
sheet last year. This needs to be reversed and instead treated as a repayment of principal.

The relevant extracts of the financial statements and the required adjustments are shown below.

Income and Expenditure Account

Published Adjustment Restated
2008/09 2008/09
£000 £000 £000
Culture, environmental and planning 134,075
Reverse REFCUS -19,330
Redirect service charge to repayment of principal -4,965
Redirect service charge to payment of interest -7,956
Impairment charge for reduction in asset value 8,868
Depreciation 5,638
134,075 -17,745 116,330

Net cost of services 1,149,947 -17,745 1,132,202
Interest 7,353 7,956 15,309
Net operating expenditure 1,188,973 -9,789 1,179,184
Deficit for the year on the Income and Expenditure 481,550 -9,789 471,761
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Published Adjustment Restated
2008/09 2008/09
£'000 £'000 £'000
Statement of Movement on the General Fund Balance

Deficit for the year on the Income and Expenditure 481,550 -9,789 471,761
Net additional amount required by statute and proper

practices to be credited to the General Fund Balance -492,762 9,789 * -482,973
for the year

Increase(-)/decrease in General Fund Balance for the -11,212 -11,212
year

Balance brought forward 1 April -23,300 -23,300
Balance carried forward at 31 March -34,512 -34,512
Depreciation and impairment of fixed assets -464,186 -14,506 -478,692
REFCUS -32,223 19,330 -12,893
Statutory provision for the repayment of debt 23,643 24,295 47,938
Capital expenditure financed from the General Fund 51,453 -19,330 32,123

9,789 *

Statement of Total Recognised Gains and Losses (STRGL)

Deficit for the year on the Income and Expenditure -481,550 9,789 -471,761
Net gains on revaluation of assets 183,326 1,294 184,620
Overall reduction in net worth -574,100 11,083 -563,017
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Published Adjustment Restated
2008/09 2008/09
£'000 £'000 £'000

Balance Sheet
Land and buildings 2,822,053 89,589 2,911,642
Long term assets 3,484,653 89,589 3,574,242
Finance lease repayable within one year - -3,197 -3,197
Current liabilities -327,655 -3,197 -330,852
Deferred liability - -85,525 -85,525
Total net assets 1,855,783 867 1,856,650
Capital Adjustment Account -1,953,203
Creation of liability opening balance 10,216
Depreciation and impairment of fixed assets 14,506
reverse REFCUS -19,330
Statutory provision for the repayment of debt -24,295
Capital expenditure financed from the General Fund 19,330
Excess of current value depreciation over historic cost depn. -72

-1,953,203 355 -1,952,848
Revaluation Reserve -433,351
Asset revaluation -1,294
Excess of current value depreciation over historic cost depn. 72

-433,351 -1,222 -434,573

Total net worth -1,855,783 -867 -1,856,650
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Published Adjustment Restated
2008/09 2008/09
£'000 £'000 £'000

Cash Flow Statement
Revenue activities cash outflows
Other operating costs 679,897
Reverse REFCUS -19,330
Redirect service charge to repayment of principal -4,965
Redirect service charge to payment of interest -7,956

679,897 -32,251 647,646
Returns on investments and servicing of finance
Cash outflows - interest paid 20,553 7,956 28,509
Net cash inflow (-) / outflow before financing 13,976 -24,295 -10,319
Financing
Borrowing repayable over periods of one year or
Repayments 4,000
Redirect REFCUS to repayment of principal 19,330
Redirect service charge to repayment of principal 4,965

4,000 24,295 28,295

Net cash inflow (-) / outflow -32,192 - -32,192
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Disclosure of deployment of Dedicated Schools Grant

The Council's expenditure on schools is funded by grants from the Department for
Children, Schools and Families (DCSF) (now the Department for Education DfE),
primarily the Dedicated Schools Grant (DSG).

DSG is ring-fenced and can only be applied to meet expenditure properly included in the
Schools Budget. The Schools Budget includes central expenditure covering education
provision and a restricted range of services provided on an authority-wide basis and the
Individual Schools Budget, which is divided into a budget share for each school. Overspends
and underspends on the two elements must be accounted for separately.

Details of the deployment of DSG receivable for 2009/10 are as follows:

Individual
Central Schools Total
expenditure Budget
£'000 £'000 £'000
Final DSG for 2009/10 as issued by the DCSF on 25 692,510
June 2009
Brought forward from 2008/09 as agreed with DCSF 9,345
Carry forward to 2010/11 agreed in advance with the
Schools Forum -6,750
Agreed budgeted distribution in 109,061 586,044 695,105
Actual central expenditure -96,551 -96,551
Actual I1SB deployed to schools -586,044 -586,044
Local Authority contribution for 2009/10 128 128
Carry forward to 2010/11 12,638 - 12,638

Non-distributed costs

Some costs cannot be attributed to individual services and are described as non-distributed costs.
They include past service costs relating to pensions which arise from decisions taken in the current
year, but whose financial effect is derived from years of service earned in earlier years. Further

details of pension costs are included in note 7. Non-distributed costs also include the costs
associated with surplus assets held for disposal.
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Change in provisions

31 March  Change in 2008/09 31 March
2008 Central  Service 2009
Provision Provision
£'000 £'000 £'000 £'000
Insurance claims -4,237 3,120 -3,808  -4,925
Contract terminations -262 - - -262
Other -26 - -2 -28
-4,525 -5,215
Provision for doubtful debts (included -2,288 154 -3,361  -5,495
with debtors in the Balance Sheet)
3,274 -7,171
31 March  Change in 2009/10 31 March
2009 Central  Service 2010
Provision Provision
£'000 £'000 £'000 £'000
Insurance claims -4,925 -3,575 3,658 -4,842
Contract terminations -262 - -55 -317
Other -28 - -1 -29
Provisions identified in the Balance Sheet -5,215 -5,188
Provision for doubtful debts (included -5,495 -607 4,648 -1,454
with debtors in the Balance Sheet)
-4,182 8,250

The insurance provision represents an assessment of the likely cost of liability
claims known to the County Council at 31 March 2010. The risks covered are as

follows:

Liabilities

Employer's liability, public liability and professional indemnity up to an aggregate

loss of £14 million in any one year. Should this limit ever be exceeded the

maximum liability for any one claim would be £5 million.

Property

Reinstatement of buildings for loss or damage as a result of fire, lightning, explosion
and (for schools only) major storm and flood. This applies to buildings owned by the
County Council and those leased to it where the lease allowes.

Contents owned by the County Council for loss or damage as a result of fire,

lightning, explosion and theft, all risk cover for IT equipment in the computer suite,
and for cash on premises and in transit (limits depending on location).

Additional cover

Personal accident of staff on duty
Fidelity guarantee

Vessels

Council departments currently continue to perform services on contract where functions
have been transferred from the Council. The contract termination provision recognises
that the Council is likely to incur certain costs when these arrangements eventually end.
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Internal trading accounts

The trading units had an overall surplus of £1,989,000 (2008/09 overall surplus

of £3,432,000) as follows:

2008/09 2009/10
£000  £000
Former Direct Services Organisation
- provides catering and cleaning services Income -25,930 -27,369
to schools and some non-educational Expenditure 25,553 26,957
sites in Hampshire and supplies vehicles Surplus(-) -377 -412
to departments of the County Council.
Education Business Units
- provide support services principally Income -40,805 -42,090
to schools but also to other Expenditure 39,093 42,223
departments and other local authorities. Surplus(-)deficit -1,712 133
Information Technology Services
- provided to County Council Income -36,920 -37,602
departments and some other local Expenditure 35,823 36,949
authorities. Surplus(-) -1,097 -653
County Supplies
- operate the central purchasing Income -10,389 -11,396
warehouse and arrange direct delivery Expenditure 10,184 10,643
and other contracts for County Surplus(-) -205 -753
Council departments, other local authorities
and voluntary organisations.
Hampshire Printing Services
- provide printing and reprographic Income -2,765  -2,782
services to County Council Expenditure 2,692 2,692
departments. Surplus(-) -73 -90
Six other smaller trading units
- including a surplus of £164,000 Income -1,580 -1,636
(£94,000 deficit in 2008/09) on the Expenditure 1,612 1,422
management of the River Hamble. Deficit/Surplus(-) 32 -214
Total Surplus(-) -3,432  -1,989
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Interest

The Income and Expenditure Account includes interest receivable and payable as fc

original  restated
2008/09  2008/09 2009/10

£'000 £'000 £'000
Interest receivable:
Loans and receivables financial instruments -11,041 -11,041 -3,826
Statutory debtors relating to transferred servi -1,998 -1,998 -1,290
-13,039 -13,039 -5,116
Interest payable:
Financial liabilities at amortised cost 20,392 28,348 25,443
Net interest payable 7,353 15,309 20,327
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Pensions

As part of the terms and conditions of employment of its staff, the County Council
provides retirement benefits. These will be paid only when employees retire but (in
accordance with Financial Reporting Standard (FRS)17) the Council must account for the
commitments at the time that employees earn their future entitlement.

The County Council participates in two pension schemes:

a) The Teachers’ Pension Scheme for teachers
b) The Local Government Pension Scheme (LGPS) for other employees

Teachers' Pension Scheme

This is a defined benefit scheme administered during 2009/10 by the Department for
Children Schools and Families (DCSF), subsequently the Department for Education. The
scheme is unfunded which means the pensions of past employees are paid out of current
revenues. Scheme liabilities cannot be attributed to individual local authorities on a
consistent reasonable basis. So in accordance with FRS17 pension costs are recorded as if
the scheme was a defined contribution scheme. The DCSF has established a notional
fund as the basis of calculating the employers' contribution. Contributions were at the
rate of 14.1% of pensionable pay for 2009/10 (for 2008/09 it was 14.1%)

In 2009/10 total employer's contributions were £49.89 million (£48.27 million in
2008/09)

Local Government Pension Scheme (LGPS)

This is a funded, defined benefit scheme, administered by the County Council. Employers
and employees pay contributions into a fund at a level estimated to balance pension
liabilities with investment assets. Enhanced pensions awarded by the Council are
described as unfunded benefits as they are not funded by the assets of the pension fund,
but are funded by the Council when they are paid. In 2009/10, pension fund assets and
liabilities have been included in the Balance Sheet based on a formal actuarial valuation
for 31 March 2007. This valuation has been updated using the assumptions shown
overleaf. The same assumptions were used to value the unfunded LGPS and teachers'
benefits at 31 March 2010.
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Principal financial assumptions

2008/09 2009/10
% per year % per year
Rate of discount for scheme liabilities 6.7 55
Rate of increase in salaries 4.9 5.15
Rate of increase in pensions in payment - funded pensions 3.4 3.65
Rate of increase in pensions in payment -unfunded pensio 3.4 3.55
Rate of increase in deferred pensions 3.4 3.65
Proportion of employees opting to take
a commuted lump sum:
for pre 1 April 2008 service 25.0 25.0
for post 1 April 2008 service 75.0 75.0
Rate of inflation - funded pensions 34 3.65
Rate of inflation - unfunded pensions 34 3.55
Principal demographic assumptions
Post retirement mortality 2008/09 2009/10
Males
Base table in 2007 - PNMAOQO with allowance for MC improvement factors to 2007
Scaling to above base table rates 110% 110%
Cohort improvement factors from 2007 80% of LC 80% of LC
Minimum underpin to improvement factors 1.25% 1.25%
Future lifetime from age 65 (currently aged 65) 22.2 22.3
Future lifetime from age 65 (currently aged 45) 24.5 24.7
Females
Base table in 2007 - PNFAOO with allowance for MC improvement factors to 2007
Scaling to above base table rates 110% 110%
Cohort improvement factors from 2007 60% of LC 60% of LC
Minimum underpin to improvement factors 1.25% 1.25%
Future lifetime from age 65 (currently aged 65) 24.2 24.3
Future lifetime from age 65 (currently aged 45) 26.4 26.5

Expected return on assets

Hampshire County Council employs a building block approach in determining the rate of
return on Fund assets. Historical markets are studied and assets with higher volatility are
assumed to generate higher returns consistent with widely accepted capital market
principles. The assumed rate of return on each asset class is set out below. The overall
expected rate of return on assets is derived by aggregating the expected return for each
asset class over the actual asset allocation for the Fund at 31 March 2010.

2008/09 2009/10

% per year % per year

Rate of return on equities (shares) 7 8
Rate of return on Government bonds 4 45
Rate of return on property 6 8.5
Rate of return on corporate bonds 5.8 55
Rate of return on cash 1.6 0.7
Average long-term expected rate of return 57 6.7
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Charges to the Income and Expenditure Account

Current Service Cost

The current service cost is an estimate at today's prices of the true economic cost of
employing people in a financial year earning years of service that will eventually entitle
them to a pension when they retire. This is included in the net cost of services in the
Income and Expenditure Account. However the charge met by taxpayers is based on
employer's contributions payable in the year. This is achieved by adjusting the Income
and Expenduture account balance in the General Fund reconciliation on page 19.

The LGPS fund's actuary, Hewitt Associates Limited, has advised that the current service
cost of pensions in 2009/10 is £48.8 million (£45.72 million in 2008/09). In 2009/10 the
County Council paid an employer's contribution of £64.24 million into the Hampshire
County Pension Fund (£57.93 million in 2008/09).This was 18.6% of pensionable pay
(18.1% in 2008/09).

The contribution rate is determined by the Pension Fund's actuary, based on valuations

every three years. The actuarial valuation of the Fund as at 31 March 2007 resulted in the
actuary recommending a phased increase in the employers' rate. The rate was increased to
18.1% of pensionable pay in 2008/09, rising to 18.6% in 2009/10, and 19.1% in 2010/11.

Past service cost of pensions

Past service costs arise from decisions taken in the current year, but whose financial
effect is derived from years of service earned in earlier years. This includes enhanced
early retirements (formerly added years) for all staff including teachers as the County
Council is responsible for all pension payments relating to augmented service awarded by
the County Council and for meeting the additional cost of early retirement.

The actuary has advised that the past service cost in 2009/10 is:

2008/09 2009/10
£'000 £'000

Early retirements:
LGPS funded 820 1000
LGPS unfunded 10 0
Teachers unfunded 590 0
1,420 1,000
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Past service costs are included in non-distributed costs in the Income and Expenditure
Account in accordance with BVACOP. A credit of £0.3 million (£0.8 million charge in
2008/09) has been made after adjusting for the difference between actuarial assumptions
and actual cashflow in 2009/10.

The past service cost for early retirements in previous years is assessed by the actuary at
£40.43 million in respect of teachers' pensions (£37.31 million in 2008/09) and £29.09
million in respect of unfunded benefits to former employees in the LGPS (£27.02 million
in 2008/09). This is added to the pension liability in the Balance Sheet. However as for
current service costs, the charge for council tax-setting purposes is based on the cash paid
in the year.

Contributions paid to cover the cost of early retirements were:

2008/09

LGPS Teachers Total

£'000 £000 £'000

Early retirements in 2008/09 843 214 1,057
Early retirements in previous years

for which payments are still being made 2059 2,363 4,422

Total payments in 2008/09 2,902 2,577 5,479

2009/10

LGPS Teachers Total

£'000 £000 £'000

Early retirements in 2009/10 511 168 679
Early retirements in previous years

for which payments are still being made 2,131 2,534 4,665

Total payments in 2009/10 2,642 2,702 5,344
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Adjustments to the Income and Expenditure Account

In accordance with FRS 17 adjustments to the Income and Expenditure Account are set out

below:
2008/09 2009/10
£000 £000
Included in the Income and Expenditure Account:
Current service cost of funded LGPS pensions 45,720 48,800
Charge to non-distributed costs for early
retirement in the year: 823 -255
Interest cost on pension liabilities (note i)
LGPS funded liabilities 97,750 102,610
LGPS unfunded liabilities 1,750 1,740
Teachers' unfunded liabilities 2,400 2,410
106,760
Expected return on Pension Fund assets (note ii) -69,960 -49,070
78,483 106,235
Excluded from the Income and Expenditure Account:
Employers' contributions to the -57,934 -64,241
Local Government Pension Scheme
Added years and early retirement cashflows -5,479 -5,344
in the year
-63,413 -69,585

note i - Interest cost is the amount needed to unwind the discount applied in calculating the
current service cost. As members of the scheme are one year older and one year
closer to receiving their pension, the provisions made at present value in previous
years for their retirement costs need to be uplifted by a year's discount to keep pace

note ii

with current values

- The expected return is a measure of the return (income from dividends, interest etc.)

expected in the long-term on the investment assets held by the scheme for the year.
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Assets and liabilities relating to retirement benefits

The LGPS's actuary assessed the share of the assets and liabilities of the Hampshire LGPS
attributable to the County Council and also the unfunded benefits of teachers and LGPS
members. The actuary estimated that the following overall assets and liabilities for pension
costs should be included in the Balance Sheet.

31 March 31 March 31 March 31 March 31 March
2006 2007 2008 2009 2010
£'000 £'000 £'000 £'000 £'000
Present value of
liabilities in the scheme:
LGPS funded -1,500,790 -1,601,250 -1,431,240 -1,523,940 -2,074,760
Unfunded Liabilities:
LGPS -28,610 -29,050 -26,770 -27,020 -29,090
Teachers -38,620 -39,540 -36,280 -37,310 -40,430
-1,568,020 -1,669,840 -1,494,290 -1,588,270 -2,144,280
Fair value of
assets in the scheme 979,200 1,059,280 1,053,980 860,700 1,180,950
Deficit -588,820 -610,560 -440,310 -727,570  -963,330

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

In accordance with paragraph 77(0) of FRS17 (as revised), the assets for the current period
and previous three periods are measured at current bid price. Asset values previously
measured at mid-market value for periods ending 2008 and 2007 have been re-measured for
this purpose. Asset values for the period ending 2006 are shown at mid-market value and
have not been re-measured as permitted by FRS17 (as revised). The proportion of assets by

category is shown below:

31 March 31 March

2009 2010

% %

Equities 55.2 61.3
Government bonds 27.4 24.4
Property 7.3 6.1
Corporate bonds 3.9 2.4
Cash 6.2 5.8
100.0 100.0
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Changes to the present value of liabilities during the accounting period

Period ended 31 March 2009 LGPS LGPS Teachers' Total
funded  Unfunded  Unfunded

£'000 £'000 £000 £000
Opening present value of liabilities -1,431,240 -26,770 -36,280 -1,494,290
Current service cost -45,720 - - -45,720
Interest cost -97,750 -1,750 -2,400 -101,900
Contributions by participants -21,490 - - -21,490
Actuarial gains/(losses) on liabilities 17,820 -450 -760 16,610
Net benefits paid out (note i) 55,260 1,960 2,720 59,940
Past service cost -820 -10 -590 -1,420
Closing present value of liabilities -1,523,940 -27,020 -37,310 -1,588,270
Period ended 31 March 2010 LGPS LGPS Teachers' Total

funded  Unfunded  Unfunded

£'000 £'000 £000 £000
Opening present value of liabilities -1,523,940 -27,020 -37,310 -1,588,270
Current service cost -48,800 - - -48,800
Interest cost -102,610 -1,740 -2,410 -106,760
Contributions by participants -23,140 - - -23,140
Actuarial gains/(losses) on liabilities -432,890 -2,320 -3,440 -438,650
Net benefits paid out (note i) 57,620 1,990 2,730 62,340
Past service cost -1,000 - - -1,000
Closing present value of liabilities -2,074,760 -29,090 -40,430 -2,144,280

note i consists of net cash-flow out of the fund in respect of the employer, excluding
contributions and any death in service lump sums paid, and including an approximate
allowance for the expected cost of death in service lump sums.
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Changes to the fair value of assets during the period

31 March 31 March

2009 2010

£000 £000

Opening fair value of assets 1,053,980 860,700

Expected return on assets 69,960 49,070

Actuarial gains/(losses) on assets -288,800 239,540

Contributions by employer 59,330 66,120

Contributions by participants 21,490 23,140

Net benefits paid out (note i) -55,260 -57,620
Net increase in assets from

disposals and acquisitions - -

Settlements - -

Closing fair value of assets 860,700 1,180,950

note i consists of net cash-flow out of the fund in respect of the employer, excluding
contributions and any death in service lump sums paid, and including an approximate
allowance for the expected cost of death in service lump sums.
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Net actuarial gain/(loss) on pensions

The actuarial gains identified as movements on the Pensions Reserve in 2009/10 can be
analysed into the following categories measured in absolute amounts and as a percentage

of assets or liabilities at 31 March 2010:

2005/06 2006/07 2007/08 2008/09 2009/10
£'000 £'000 £'000 £'000 £'000
as restated
Difference between 130,120 -1,420 -98,040  -288,800 239,540
expected and actual 13.3% -0.1% -9.3% -33.6% 20.3%
return on assets
Difference between actuarial assumptions about liabilities and actual experience
LGPS funded 29,220 -5,870 16,660
2.0% -0.4% 0.8%
LGPS unfunded -430 -220 1,320
-1.6% -0.8% 4.5%
Teachers unfunded - -400 1,640
- -1.1% 4.1%
TOTAL 1,470 -3,280 28,790 -6,490 19,620
0.1% -0.2% 1.9% -0.4% 0.9%
Changes in assumptions underlying the present value of pension liabilities
LGPS funded 268,020 23,690 -449,550
17.6% 1.1% -21.7%
LGPS unfunded 2,280 -230 -3,640
8.4% -0.8% -12.5%
Teachers unfunded 3,190 -360 -5,080
8.5% -0.9% -12.6%
TOTAL -109,380 7,400 273,490 23,100 -458,270
-7.0% 0.4% 17.2% 1.1% -21.4%
Net actuarial gain/(loss) 22,210 2,700 204,240 -272,190 -199,110

In accordance with paragraph 79 of FRS17 (as revised), the unfunded liabilities are
disclosed separately for periods beginning on or after 6 April 2007. The above history has
not been re-stated for periods 2005/06 and 2006/07 and includes the experience relating to

unfunded liabilities.
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Movement on Pensions Reserve

31 March 31 March

2009 2010

£'000 £'000

Net deficit at beginning of year 440,310 727,570
Movements in the year:

current service cost 45,720 48,800

past service cost 1,420 1,000

contributions -64,010 -70,840

expected return on pension assets -69,960 -49,070

interest on pension liabilities 101,900 106,760

actuarial loss/(gain) 272,190 199,110

Net deficit at 31 March 727,570 963,330
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Net loss/gain on disposal of assets

2008/09 2009/10

£'000 £'000

Sale proceeds -2,405 -5,769
Less net book value of assets sold 5,568 6,230
Costs of sale 2 10
Net loss 3,165 471

Council tax income

From 1 April 2009, local authorities are required to show the accrued amount of
council tax income in their income and expenditure accounts rather than the amount
that under regulation was required to be paid from the Collection Fund. However, the
general fund balance is based on the regulation amount and so the adjustment in the
income and expenditure account is reversed out to the Collection Fund Adjustment

2009/10

£000

Opening balance at 1 April -3,238
accrued income -513,503
amount required under regulation -512,212

-1,291

Collection Fund Adjustment Account -4,529
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Government grants and contributions deferred

2008/09 2009/10
Contributions £'000 £'000
Balance at 1 April -162,125 -165,950
Financing of expenditure in the year -11,801 -18,964
Release of grants resulting from the
depreciation of assets 7,976 7,055
Release of grants resulting from the
disposal of assets 0 0
Balance at 31 March -165,950 -177,859
Government grants
Balance at 1 April -266,528 -307,168
Financing of expenditure in the year -66,648 -57,786
Release of grants resulting from the
depreciation of assets 26,008 25,810
Release of grants resulting from the
disposal of assets 0 0
Balance at 31 March -307,168 -339,144

These accounts contain contributions and external grants that have been used to
finance capital expenditure. They are adjusted for depreciation (written down)
to offset depreciation charges generated by the relevant assets, and when these
assets are sold.

Soft loans

One interest-free loan was advanced in 2007/08 to enable a foster carer to purchase a
larger house. The amount was £247,597 repayable in monthly instalments within 30
years. In accordance with Financial Reporting Standard 26 (FRS 26), the Income and
Expenditure Account was credited in 2009/10 with an amount for the effective
interest calculated at the market rate prevailing when the loan was advanced of
£10,033 (£10,909 in 2008/09). The Local Authorities (Capital Financing and
Accounting) (Amendment) (England) Regualtions 2007 allow this to be transferred to
a financial instrument adjustment account so that it does not impact on the General

Statutory provision for the repayment of debt

In accordance with accounting policies for 2009/10, the County Council's provision to
repay external debt is 4% of the capital financing requirement at the beginning of the
year for supported borrowing. For unsupported borrowing incurred after 1 April
2008, minimum revenue provision is made on an equal instalment basis that reflects
the life of the related asset, using a period that is no longer than used to calculate the
corresponding depreciation provision. For deferred liabilities relating to PFI and
similar contracts, minimum revenue provision is made on the basis of the principal
element of the annuity payment required to write down the liability over the life of the
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13a Fixed assets

The movements in fixed assets during the year were as follows:

Other land Vehicles, Infra- Community Non- Assets Total
and  plantand  structure assets operational under
buildings  equipment properties construction
£'000 £'000 £'000 £'000 £'000 £'000 £000
Gross book value (GBV) 3,492,004 110,261 544,556 11,914 73,392 41,914 4,274,041
at 31 March 2009
Additions 78,533 9,779 38,153 704 1,362 24,257 152,788
Disposals write-off GBV -2,857 -16 - - -3,607 - -6,480
Transfers to other classes 29,323 - 2,371 762 198  -32,654 -
Transfers to foundation schools
and other lease holders -24,328 - -3 - -6 -581  -24,918
Change in certified valuations 23,634 - - - 1,162 - 24,796
Adjustments to prior year revaluations -386 -2 - - - - -388
Gross book value (GBV)
at 31 March 2010 3,595,923 120,022 585,077 13,380 72,501 32,936 4,419,839
Accumulated Depreciation
at 31 March 2009
depreciation/impairment -580,362 -53,275  -98,450 -1 -8,499 - -740,587
Depreciation for year -68,753 -9,858  -18,446 - - - -97,057
Impairment losses -88,019 - -2 - -3,066 - -91,087
Disposals accumulated depreciaton 124 14 - - 112 - 250
Depreciation on transfers to other classes 2 - - - -2 - -
Depreciation on transfers to foundation
schools and other lease holders 3,338 - 1 - - - 3,339
Revaluations write back depreciation 141,963 - - - 2,680 - 144,643
Prior year revaluations dep'n wrtie back 16 2 - - - - 18
Accumulated Depreciation -591,691 -63,117 -116,897 -1 -8,775 - -780,481
at 31 March 2010
Net book value (NBV) of fixed assets
at 31 March 2009 2,911,642 56,986 446,106 11,913 64,893 41,914 3,533,454
Net book value
at 31 March 2010 3,004,232 56,905 468,180 13,379 63,726 32,936 3,639,358
Nature of asset holding
Owned 2,920,281 56,905 468,180 13,379 63,726 32,936 3,555,407
PFI/service concessions (see note 20) 83,951 83,951
3,004,232 56,905 468,180 13,379 63,726 32,936 3,639,358

There was a net increase in asset values of £105.9 million in 2009/10. This was the result of additions

in the year of £152.8 million, and a net increase from revaluations of £169.4 million offset by

depreciation and impairments of £188.1 million, disposals of £6.2 million adjustments to prior year
revaluations of £-0.4 million and transfers to foundation schools and other lease holders £21.6 million.
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Foundation schools

The fixed assets of foundation schools are vested in the governing bodies of the schools, so the
value of the assets has not been included in this Balance Sheet.

On 31 March 2010 there were 28 foundation schools (26 in 2008/09).
Aided schools
The fixed assets of Aided schools are vested in the governing bodies of the schools, so the value
of the assets has not been included in this Balance Sheet.
On 31 March 2010 there were 56 aided schools (56 in 2008/09).
13b Valuation of assets
The freehold and leasehold properties of the Council's property portfolio have been valued, under

a rolling programme, by the Estates Services of the Property, Business and Regulatory Services
Department of the County Council.

FRS15 requires the dates and amounts of valuations to be analysed across each of the classes of
assets carried at current value. No analysis is required for assets valued at historic cost.

Other land Vehicles, Infra- Community Non-

and  plantand  structure assets operational

buildings  equipment properties

Valuation £000 £000 £000 £000 £000
Valued at historic cost 56,905 468,180 13,379

Pre 2005/06 1,070 -

2005/06 209,858 6,268

2006/07 181,251 3,582

2007/08 306,128 4,743

2008/09 1,210,450 22,293

2009/10 1,095,475 26,840

Total 3,004,232 56,905 468,180 13,379 63,726
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13c Fixed assets held at 31 March 2009 2010

Land
Total land holding (acres) 16,800 16,734
Buildings
Avrea of all buildings (million sg. metres) 2 2
Floor area of net usable office space (000s sg. metres) 61 61
Number of sites
Nursery schools 3 3
Primary schools 367 366
Secondary schools 51 49
Special schools 26 25
Education centres 8 8
Activity centres 4 * 4
Print works 1 1
Stores warehouses 2 2
Central and area offices 62 67
Waste disposal sites and recycling centres 32 * 32
Libraries (including library based galleries) 53 * 53
Museums 14 * 14
Countryside sites 79 * 79
Record Office 1 1
Aurts centres 3 3
Residential homes - Adult Services 37 37
Residential homes - Children's Services 11 11
Day centres - Adult Services 23 23
Day centres - Children's Services (Children's Centres) 32 * 37
County road length (km) 8,567 8,582
Vehicles and plant
Hampshire Transport Management 19 73

* 2009 figures restated on a comparable basis as 2010
Community assets not accounted for in the Balance Sheet comprise: museum

exhibits, pieces of art, historic records held by Hampshire Record Office,
and historic monuments.
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14  Capital financing

original restated
2008/09 2008/09 2009/10
£'000 £'000 £'000
Capital spending on fixed assets 161,361 161,361 152,788
Revenue expenditure funded by capital under statute 32,223 12,893 14,776
193,584 174,254 167,564
funded by:
Capital receipts -2,405 -2,405 -11,493
Grants and other income -78,450 -78,450 -76,750
Loans -61,276 -61,276 -31,128
Revenue
- main contribution -39,082 -19,752 -37,484
- reserves -12,371 -12,371 -10,709
-193,584 -174,254 -167,564

Commitments for major contracts entered into up to 31 March 2010 are estimated at £45.4
million (£30.4 million in 2008/09). This comprises £17.2 million (£8.4 million in 2008/09) for
highways and £28.2 million (£22 million in 2008/09) for buildings.

15 Contribution from other authorities

These are principal repayments of debt charges relating to former County Council
services that have transferred to other authorities.
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16 Financial Instruments

16a

In accordance with Financial Reporting Standard 26 (FRS 26), Financial
Instruments: Recognition and Measurement, the Balance Sheet includes the

following categories of financial instruments:

Long-term Current
31 March 31 March
see 2010 2010
note £'000 £'000
Loans and receivables:
Long-term debtors 16a 1,328
Debtors 16b 81,952
Short-term investments 16c 184,584
Payments in advance 10,244
Loans and receivables - 278,108
Financial liabilities at amortised cost:
Long-term borrowing 16d -336,556
Short-term borrowing 16e -89,888
Deposits 16h -3,319
Creditors 16i -153,905
Receipts in advance 16j -83,109
Developers' contributions 169 -33,197
Financial liabilities at amortised cost -369,753 -330,221
Long-term debtors
31 March 31 March
2009 2010
£'000 £'000
Car loans to staff 731 972
Other 390 356
1,121 1,328
Transferred debt 39,667 37,961
40,788 39,289

Transferred debt represents amounts of capital advances due to be repaid after
statutory transfers of former services to independent bodies. These are not

financial instruments and are shown at the book value of the amount

outstanding. £35.8 million remains to be repaid by the cities of Portsmouth and

Southampton, and £2.1 million by Hampshire Police Authority.
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16b Debtors
Debtors, classified as loans and receivable financial instruments, are due within
one year without interest and as such, the fair value of these receivables equals

the original invoice amount.

31 March 31 March

2009 2010

£'000 £'000

Government departments 8,143 11,347
Other local authorities 8,247 7,354
Sundry debtors 45,382 63,251
61,772 81,952
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16¢

The total amount due has been reduced by £1.5 million (£5.5 million in
2008/09) to take account of debts that are likely to be uncollectable. This
reduction has been calculated and accounted for in accordance with the FRS
26 requirements for impairment.

Outstanding Individually  Collectively Total
balance assessed assessed  Provision
at 31 March 2010  impairment impairment
£'000 £'000 £'000 £'000
Outstanding debt raised in 2009/10 32,027 23 - 23
Outstanding debt raised in 2006/07 1,174 123 294 417
and 2007/08
Outstanding debt raised before 06/07 1,014 190 824 1,014
34,215 336 1,118 1,454

Short-term investments

Surplus cash balances are lent to borrowers on the County Council's approved
list. The level of short-term investments includes the effect of joint
investment of surplus Hampshire Pension Fund and Hampshire Police
Authority cash for treasury management purposes, which is reflected in the
level of borrowing repayable within one year.

Investments are typically for periods of up to three months and as such the
loan amount is a reasonable assessment of fair value.

Credit risk

Credit risk arises from deposits with banks and financial institutions. The
County Council's Annual Investment Strategy allows deposits to be placed
with UK banks and financial institutions with a minimum Moody’s credit
rating of A2 and Aaa for money market funds.

Since the global financial crisis commenced in 2008, the criteria for selection
of counterparties and for determining the duration of deposits have been
subject to regular review. The list is currently restricted to the major UK
clearing banks of Lloyds TSB, NatWest, Barclays and HSBC and Santander
UK which operates under a UK banking licence, the highest rated building
societies of Nationwide and Leeds and AAA-rated money market funds and,
if necessary for security, the Government's Debt Management Office.

The County Council strictly applies credit limits in respect of all of the above
financial institutions to ensure that deposits are spread across a number of its
approved counterparties. Limits are also placed on the duration of deposits.
The current policy is to lend for no longer than 364 days.

No credit limits were exceeded during 2009/10 and the County Council does
not expect any losses from non-performance by any of its counterparties in
relation to deposits.
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Interest-rate risk

The County Council is exposed to risk in terms of its exposure to interest rate
movements on its investments. For example, a rise in interest rates would
have the following effects:

* investments at variable rates -
the interest income credited to the Income and Expenditure Account will rise

* investments at fixed-rates -
the fair value of investments will fall. Where fixed rate investments have short
maturities, the effect will be similar to that for variable-rate investments, as the
replacement investments will generate more income to the Income and
Expenditure Account.

The County Council has a number of strategies for managing interest rate
risk. Interest rate movements are monitored on a daily basis and the County
Council seeks to lengthen the duration of the investment portfolio when it
perceives that a financial advantage can be achieved. The County Council
also aims to manage its investment maturity profile to ensure that no single
month exposes the County Council to a substantial re-investment requirement

Foreign exchange risk

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

16d Long-term borrowing

Long-term borrowing is carried in the Balance Sheet at amortised cost. The
fair value can be assessed by calculating the present value of the cash flows
that will take place over the remaining term of the instruments, using
premature repayment interest rates from the Public Works Loan Board
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16e

31 March 2009 31 March 2010

carrying Fair  Carrying Fair

amount value amount value

£000 £000 £000 £000

Public Works Loan Board 262,963 307,461 263,556 292,394
Lender's option/borrower's option loan: 74,033 78,340 73,000 74,619
336,996 385,801 336,556 367,013

The 2009 SORP clarifies the position regarding accrued interest on loans and requires that the
long-term and current parts of individual financial instruments should be separated. Therefore,
all accrued interest on long-term borrowing at 31 March 2010 is included in current liabilities in
Note 16e '‘Borrowing repayable within one year'. Previously, accrued interest had been added to
the value of the long-term loans outstanding, depending upon the maturity date of the loans,
even though interest is payable within a year. Accrued interest included within the 31 March
2009 figures amounted to £3,579,000.

The fair value is more than the carrying amount because the County Council's portfolio of loans
includes a number of fixed-rate loans where the interest rate payable is higher than the rates that
would be applied to calculate the premiums if the loans were repaid on the Balance Sheet date.
This commitment to pay interest above the current market rates increases the amount that the
County Council would have to pay if it repaid the loans early.

Borrowing repayable within one year
These loans are due to be repaid within a year and as such, their amortised cost in

the Balance Sheet is a reasonable asessment of their fair value.
31 March 31 March

2009 2010

£000 £000

Long-term borrowing repayable within one year -4,008 -12,550
Temporary deposits by Hampshire Pension Fund -84,746 -50,767
Other short-term borrowing -11,087 -26,571
-99,841 -89,888
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16f Liquidity risk

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

The County Council mitigates this risk by its policy of taking out its long-term borrowing
requirements reasonably evenly from one year to the next.

31 March 31 March

2009 2010
An analysis of loans by maturity is: £'000 £'000
Maturing between one and two years -8,919 -4,861
Maturing between two and five years -14,887 -19,585
Maturing between five and 10 years -35,608 -33,307
Maturing between 10 and 15 years -37,680 -41,308
Maturing between 15 and 20 years -44,743 -43,308
Maturing between 20 and 25 years -70,997 -85,307
Maturing in 25 or more years -124,162  -108,880

-336,996 -336,556
Interest-rate risk

The County Council is exposed to risk in terms of its exposure to interest-rate movements on its
borrowings. The County Council has £73 million of lender's option/borrower's option (LOBOS)
loans with banks at interest rates ranging between 3.89% and 5.0%. Under this arrangement, the
banks have the option to increase the interest rate on specified call dates. If the banks increase
the interest rate, the County Council has the right to repay the loan without penalty. If the banks
did exercise their option, it is likely that the County Council would have to pay a higher rate of
interest if it chose to replace the loan.

The rest of the County Council's borrowing consists of fixed-rate PWLB debt at interest rates

ranging between 3.39% and 9.875%. Borrowings are not carried at fair value, so nominal gains
and losses on fixed rate borrowings will not affect the Income and Expenditure Account. In real
terms, the value of the debt will be substantially eroded through the rest of its term by inflation.

Foreign exchange risk

The County Council has no financial liabilities denominated in foreign currencies and thus has
no exposure to loss arising from movements in exchange rates.
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16g Developers' contributions

'Developers' contributions arise mainly as a result of agreements under Section 278
of the Highways Act 1980. If a development derives special benefit from highway
works, developers can be required to contribute towards the costs. Before being
applied, deposits are credited with interest on the basis of market rates. Therefore

the carrying amount is a reasonable assessment of the fair value of the financial

2008/09 2009/10

Highways  Other Total Highways  Other Total

£000 £000 £'000 £000  £'000 £'000

Balance at 1 April -31,599 0 -31,599 -32,706 0 -32,706
Income -7,391 0 -7,391 -7,218 -25 -7,243
Contributions applied 6,284 0 6,284 6,752 0 6,752
Balance at 31 March -32,706 0 -32,706 -33,172 =25 -33,197
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16h Deposits

16i

16j

31 March 31 March

2009 2010

£'000 £'000

Capital deposits and unapplied contributions -1,304 -2,719
Other -507 -600
-1,811 -3,319

Creditors

The County Council's policy is to pay creditors within 30 days of the date shown on
the invoice. Therefore, the invoice amount is a reasonable assessment of the
fair value of the financial liability.

31 March 31 March

2009 2010

£'000 £'000

HM Revenue and Customs and Government -28,308 -33,584
departments

Other local authorities -16,668 -11,390

Sundry creditors -101,276 -108,931

-146,252 -153,905

Receipts in advance 31 March 31 March

2009 2010

£'000 £'000

Education Standards Fund and devolved capital grants -31,185 -42,630

Dedicated Schools Grant -9,345 -12,638

Other receipts and contributions -22,097 -27,841

-62,627 -83,109
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17 Stocks and work in progress

31 March 31 March
2009 2010
£000 £'000
Stocks
Catering stock 384 377
County Supplies general 1,314 1,412
Recreation and Heritage sales stocks 261 263
Other (including landfill allowances) 282 295
2,241 2,347
Work in progress
Highway rechargeable works 962 958
Other 42 64
1,004 1,022
Total stocks and work in progress 3,245 3,369

Closing stock valuations have been assessed using the latest purchase price. This does not
accord with the Statement of Standard Accounting Practice (SSAP) 9 - stocks and long-term
Standard Accounting Practice (SSAP) 9 - stocks and long-term contracts that requires stock
to be valued at the lower of the original purchase price and current value but the differences

in the valuations are not material.

18 Cash in hand 31 March 31 March
2009 2010
£'000 £'000

The balance shown comprises:

- Schools' local bank accounts 4,704 4,738

- Petty cash 887 891
5,591 5,629

Schools' local bank accounts include the balances held by 16 schools (20 in 2008/09) that
have elected to have separate bank accounts. Petty cash includes 881 imprest accounts (867
in 2008/09) for minor day-to-day expenses held by establishments, including schools across

the whole county.

19 Cash overdrawn

This is the ledger balance of the main bank account and is almost entirely represented by
payments drawn but not presented at the bank by the end of the year. The actual bank
balance is managed on a daily basis to very modest limits, usually less than £100,000.
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20 PFI and Service Concessions

The County Council has entered into one PFI contract for street lighting. This comes into
effect from the financial year 2010/11. An existing contract for waste management meets the
definition of a service concession. The contract with Veolia Environmental Services
Hampshire (VESH) is jointly administered by the County Council and Portsmouth and
Southampton unitary authorities. The contract began in January 1996 and runs until
2024/25. The waste disposal assets constructed under the contract are now included in the
County Council's balance sheet, together with a deferred liability to pay for the assets over
the life of the contract. The movement in the asset values during the year were as follows:

2009/10
Gross book value £'000
At 1 April 95,227
Additions -
Disposals -
Revaluations -
Gross book value at 31 March 95,227
Depreciation
At 1 April -5,638
Depreciation for the
year -5,638
Impairments -
Disposals -
Revaluations -
Depreciation at 31 March -11,276
Net book value at 1 April 89,589
Net book value at 31 March 83,951
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The movement in the deferred liability was:

31 March 31 March

2008/09 2009/10

£000 £'000

Balance brought forward 1 April -113,017 -88,722
Principal repayment in the year 24,295 3,197
Balance at 31 March -88,722 -85,525
Finance lease repayable in one year -3,197 -3,454
deferred liability -85,525 -82,071
Balance at 31 March -88,722 -85,525

The waste management contract has 16 years to run. The expected payments are shown

below.
Principal Interest Service Total
repayment Charge
£'000 £000 £000 £'000
Next year 3,454 6,842 34,271 44,567
Years two to five 16,807 24,375 154,475 195,657
Years six to 10 29,768 21,709 213,399 264,876
Years 11 to 15 35,179 7,974 244,198 287,351
Year 16 317 2 14,773 15,092
85,525 60,902 661,116 807,543
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21 Movement on Reserves

Balance Net Balance
1 April Movement 31 March
2009 in the year 2010
£'000 £'000 £'000 see
Reserve note
Revaluation reserve -434,573  -128,523  -563,096 2la
Capital Adjustment Account -1,952,848 70,492 -1,882,356 21b
Financial Instrument Adjustment Account 98 -10 88 11
Collection Fund Adjustment Account -3,238 -1,291 -4,529 9
Capital receipts unapplied -2,290 2,290 -
Pensions reserve 727,570 235,760 963,330 7i
Earmarked reserves -160,095 5583  -154,512 21c
General Fund -34,512 -2,418 -36,930
-1,859,888 181,883 -1,678,005

21a Revaluation reserve

This reserve represents a collection of net gains on the revaluation of individual fixed
assets written down by the excess of current value depreciation over historic cost

depreciation.

Upon disposal, the balance on the revaluation reserve for the individual asset is written
off to the capital adjustment account. The reserve is not cash backed as it relates to
unrealised asset gains. The movement in the account is analysed below:

2008/09 2009/10

£'000 £'000

Balance brought forward 1 April -273,073  -434,573

Net gain on valuation of fixed assets -184,620  -169,439

Excess of current value depreciation over historic cost dep'n 12,804 40,688
Write off net gains for assets transferred

to foundation schools 9,345 -63

Write off net gains for assets disposed of during the year 971 291

Balance at 31 March -434,573  -563,096
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21b Capital adjustment account

This account contains expenditure financed from revenue and capital receipts together
with the statutory amount required to provide for the repayment of external loans less
the amounts included for depreciation, impairment and revenue expenditure financed
by capital under statute and the historic cost of asset disposals. The reserve is not cash

backed. The movement in the account is analysed below:

2008/09 2009/10
£'000 £000
Balance brought forward 1 April -2,403,356 -1,952,848
Revenue contributions -32,123 -48,193
Capital receipts applied -2,405 -11,493
Minimum revenue provision -47,938 -28,845
Depreciation and impairment 478,692 188,144
Revenue expenditure funded from capital under statute 12,893 14,776
Assets transferred to foundation schools 90,743 21,579
Deferred government contributions released -7,976 -7,055
Deferred government grants released -26,008 -25,810
External contribution to minimum revenue provision 1,768 1,705
Adjustment to prior year revaluations 414 370
Asset disposals current value 5,568 6,230
Excess of current value depreciation over historic cost dep'n -12,804 -40,688
Write off net gains for assets transferred
to foundation schools -9,345 63
Write out revaluations on asset disposals -971 -291
Balance as at 31 March -1,952,848 -1,882,356
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21c Earmarked reserves

Specific amounts are set aside as reserves for future policy purposes or to cover
contingencies. Schools reserves are made up of net underspendings on budgets
managed by governors as adjusted for advances made under the school balances loan
scheme. They are not available to other services. The opening and closing balances for
each reserve is shown below:

31 March Net 31 March
2009 movement 2010
in the year
£'000 £'000 £'000
Schools -37,433 3,464 -33,969
Capital -8,899 8,430 -469
Landfill allowances -5,758 -226 -5,984
Local Public Service
Agreement Reward Grant -3,774 -963 -4,737
Insurance -9,392 -3,250 -12,642
Designated underspendings -16,707 2,226 -14,481
Grant equalisation -24,905 2,490 -22,415
Equal Pay -39,198 -1,833 -41,031
Trading accounts -10,649 -1,592 -12,241
Invest-to-save -2,361 -1,933 -4,294
Corporate Policy Reserve - -650 -650
Corporate Procurement Reserve - -500 -500
Other -1,019 -80 -1,099
-160,095 5583  -154,512

60



22

23

Reconciliation of Income and Expenditure Account deficit to
net cash inflow from revenue activities

Net surplus (-) deficit (+) on the Income and
Expenditure Account

Net cash outflow from servicing of finance activities

Variation in stocks

Variation in deposits

Variation in debtors

Variation in long-term debtors

Variation in payments in advance
Variation in creditors

Variation in receipts in advance

Variation in provisions

Variation in interest accruals on borrowing

Non-cash transactions

Transfers to reserves

Variation in doubtful debts provision
Interest on developer contributions
Provision for loan and lease repayments
Financial Instruments Adjustment Account
Collection Fund Adjustment Account
Contribution to capital outlay

Net additional amount required by statutory and non-statutory
proper practices to be credited to the General Fund Balance

Adjustment to Revenue Expenditure funded by capital
under statute

Net cash inflow from revenue activities

Analysis of capital grants

2008/09
£'000

471,761

-13,978

-117
519
8,102
-242
2,046
-12,620
3,000
-690

42

40

-5,462
-3,207
-1,197
-47,938
-11
-32,123
-89,938

-482,973

12,893

-102,195

(Revenue grants are analysed in the Income and Expenditure Account)

Capital grants

Department for Children, Schools and Families
Department of Health

Department for Transport

Department for Communities and Local Government
Home and Communities Agency

Other Bodies

61

2008/09
£'000

56,857
1,762
6,198
1,659

1,194

67,670

2009/10
£'000

155,437

-17,381

124

-83
27,672
206
1,671
-8,911
-20,482
27
-3,532
-3,308

5,583
607
-28,845
-103
-10
-4,529
-48,193
-75,490

-157,855

14,776

-83,821

2008/09
£'000

49,293
2,165
5,565
2,611
5,206
3,144

67,984
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Movement in net debt

Cash

Cash in hand

Cash overdrawn
Short-term investments
Cash inflow

Financing
Finance lease liabilities

Borrowing repayable within one year

Long term borrowing
Total borrowing

Net debt

at 1 April
2009
£'000

5,591
-17,124
195,209
183,676

-88,722
-99,684
-333,417
-521,823

-338,147

at 31 March
2010
£'000

5,629
-15,400
184,584
174,813

-85,268
-86,456
-332,977
-504,701

-329,888

Reconciliation of movement in net debt to cash flow statement

Cash inflow/(-) outflow

Repayment of amount borrowed

New loans
Net reduction/increase in
temporary borrowing
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2008/09
£'000

32,192
28,295
-16,277
-33,891

10,319

Movement
in the year
£'000

38
1,724
-10,625
-8,863

3,454
13,228
440
17,122

8,259
2009/10
£'000
-8,863
12,454
-8,560
13,228

8,259
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Leases - Operating leases - County Council as lessee

Some vehicles, items of equipment and property are financed under
operational leases. The annual sum payable for leased vehicles and items
of equipment is £3.7 million (£3.3 million in 2008/09). For property it is
£0 million (£3.7 million in 2008/09). The figures now include
contributions from employees in respect of leased cars and the 2008/09
figures have been restated to include these.

The amount paid in 2009/10 is shown below. The amount payable in 2010/11 is also
shown together with an analysis of the year of expiry.

Paid Payable Expires Expires in Expires
in in in that second to in over
2009/10 2010/11 year fifth year five years
£'000 £000 £'000 £'000 £'000
Other land and - - - - -
buildings
Vehicles, plant and 3,659 3,175 396 2,555 224
equipment
3,659 3,175 396 2,555 224

Future obligations under operational leases payable in 2009/10 and subsequent years
total £8 million (£45 million in 2008/09).

County Council as lessor
The annual rent received from leased properties is £3.2 million (£3.2 million in 2008/09 *).
The annual rent received from leased vehicles is £2.8 million (£2.7 million in 2008/09).

The value of assets held for use in operating leases is shown below:

31 March 31 March

2009 2010

£'000 £'000

Gross book value 21,547 * 20,679
Accumulated depreciation -2,857 * -2,019
Net book value 18,690 18,660

*2008/09 figures restated after revised analysis of all relevant assets on leased sites.
Finance leases
At 31 March 2010 there were no outstanding obligations on finance leases.

See note 20 for details of assets acquired under PFI and service concession contracts.
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Related party transactions

During the year, transactions with related parties arose as follows:

2008/09 2009/10
Central Government Receipt of £'000 £'000
Government Grants
- Revenue 1,006,963 1,048,144
- Capital 66,233 67,166
1,073,196 1,115,310
Levy paid to the Environment Agency 547 553
The County Council administers the Hampshire Pension Fund on behalf
of its non-teaching employees, those of other local authorities in the
county area and 194 other contributing scheduled and admitted bodies
The Pension Fund invests its surplus cash balances jointly with the
County Council's to gain the benefits of scale. Interest was paid to the
Pension Fund in 2009/10 based on the actual rate of interest earned.
The County Treasurer is also the appointed Treasurer of the Hampshire
Police Authority and Hampshire Fire and Rescue Authority.
These two authorities pool surplus cash balances with the County
Council and are paid interest at the average monthly seven-day rate.
Transactions with these related parties are shown below:
2008/09 2009/10
£'000 £'000
Pension Fund
Interest paid 1,836 356
Temporary borrowing 31 March -70,939 -50,767
Administration charge -1,873 -2,109
Hampshire Police Authority
Interest paid 497 67
Temporary borrowing/investment 31 March -13,807 7,603
Hampshire Fire and Rescue Authority
Interest paid 73 8
Temporary investments 31 March 5,950 3,282

‘There were 22 related party transactions totalling £25,000 arising from disbursements
from members' devolved budgets. All such payments were countersigned by a

member other than the budget-holding member.

There were no other related-party transactions involving members or chief officers of

the Council.
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29

Related companies

The County Council does not have a controlling or dominant
influence in any company under the terms of the Local Government
and Housing Act 1989. A dominant influence means that the
company operates in accordance with the Council's wishes. The
Council does not consider that group accounts are required to
accord with the criteria in the Accounting Code of Practice.

Members' allowances

The total of members' allowances paid in the year was £1,329,000
(£1,285,000 in 2008/09).
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30a Officers' emoluments

The number of employees whose remuneration was £50,000 or more, in bands of
£5,000, is shown below, including senior employees. Remuneration includes all
amounts paid to an employee, including the taxable value of expenses.

Number of employees

2008/09 2009/10
Schools Other Total Schools Other Total

£50,000 - £54,999 269 176 445 271 198 469
£55,000 - £59,999 142 102 244 176 118 294
£60,000 - £64,999 72 83 155 97 62 159
£65,000 - £69,999 34 34 68 43 43 86
£70,000 - £74,999 21 18 39 21 24 45
£75,000 - £79,999 13 19 32 12 16 28
£80,000 - £84,999 11 13 24 20 6 26
£85,000 - £89,999 8 3 11 5 11 16
£90,000 - £94,999 2 6 8 5 3 8
£95,000 - £99,999 3 4 7 3 6 9
£100,000 - £104,999 - - - 1 2 3
£105,000 - £109,999 1 3 4 - 2 2
£110,000 - £114,999 2 1 3 2 1 3
£115,000 - £119,999 1 - 1 3 - 3
£120,000 - £124,999 1 1 2 - 2 2
£125,000 - £129,999 - 1 1 - 2 2
£130,000 - £134,999 - - - 1 - 1
£135,000 - £139,999 - 3 - 2 2
£140,000 - £144,999 - - - - - -
£145,000 - £149,999 - - - - 1 1
£150,000 - £154,999 - 1 1 - - -
£155,000 - £159,999 - - - - 1 1
£160,000 - £164,999 - - - - 1 1
£165,000 - £169,999 - 1 1 - - -
£170,000 - £174,999 - 1 1 - - -
£175,000 - £179,999 - - - - - -
£180,000 - £184,999 - - - - - -
£185,000 - £189,999 - - - - - -
£190,000 - £194,999 - - - - - -
£195,000 - £199,999 1 - 1> - - -
£200,000 - £204,999 - - - -
£205,000 - £209,999 - - - - 1 1
£210,000 - £214,999 - - - - - -
£215,000 - £219,999 - 1 1 - - -

581 471 1,052 660 502 1,162

* includes a termination payment
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30b Senior Employees' remuneration
This statement covers the remuneration of members of the Corporate Management Team
Senior Employees 2008/09

Salary, Other Benefits Total Pension Total
(Including emoluments in Kind remuneration contribution remuneration
fees and excluding including
allowances) pension pension
contributions contributions
£ £ £ £ £ £
Chief Executive
Andrew Smith 204,723 15,000 - 219,723 39,878 259,601
Director of Children's Services
John Coughlan 155,715 12,500 - 168,215 30,529 198,744
County Treasurer
Jon Pittam 155,715 12,500 81 168,296 30,529 198,825
Director of Environment 144,036 10,000 110 154,146 27,901 182,047
Acting Director of Property,
Business and Regulatory Services 127,913 - - 127,913 23,215 151,128
Director of Adult Services
(Appointed 1 December 2008) 43,403 10,000 -26 53,377 9,654 63,031
Director of Culture, Communities
and Rural affairs 124,655 10,000 95 134,750 24,127 158,877
Director of Human resources 125,001 10,000 - 135,001 24,127 159,128
Senior Employees 2009/10
Salary, Other Benefits Total Pension Total
(Including emoluments in Kind remuneration contribution remuneration
fees and excluding including
allowances) pension pension
contributions contributions
£ £ £ £ £ £
Chief Executive
Andrew Smith 207,969 - - 207,969 38,679 246,648
Director of Children's Services (and Deputy
Chief Executive from 1 May 2009)
John Coughlan 158,190 5,000 - 163,190 30,351 193,541
County Treasurer
Jon Pittam 158,190 - -202 157,988 29,421 187,409
Director of Environment (to 20 September
2009)/ Acting Director of
Environment (from 21 September 2009) 139,762 - 269 140,031 26,093 166,124
Director of Economic Development
(appointed 21 September 2009) 85,849 - 74 85,923 15,909 101,832
Director of Property, Business
and Regulatory Services
(Acting Director until 1 May 2009) 138,622 1,000 - 139,622 25,968 165,590
Director of Adult Services 136,262 - 68 136,330 25,338 161,668
Director of Culture, Communities
and Rural affairs 124,893 - -8 124,885 23,228 148,113
Director of Human resources 124,893 1,000 - 125,893 23,414 149,307
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Pooled Budgets
The County Council is a partner in two pooled budget arrangements.

The County Council is a partner in Hampshire's Comprehensive CAMHS
Commissioning Partnership. The Partnership's purpose is to develop integrated
commissioning of Child and Adolescent Mental Health Services in Hampshire under
Section 75 of the National Health Service Act 2006.

The partner bodies are:
Hampshire County Council (host partner) and NHS Hampshire

2008/09 2009/10

£'000 £'000

Gross income -3,629 -9,450
Expenditure 3,118 9,380
Surplus -511 -70
Council's Contribution 2,132 1,924

The County Council is a partner in the Mid Hampshire Mental Health Services pooled
budget. Its objective is to promote the independence of adults with severe mental-health
problems.

The partner bodies are:
Hampshire County Council (host partner) and Hampshire Primary Care Trust (PCT)

2008/09 2009/10

£'000 £'000

Gross income -898 -975
Expenditure 785 828
Surplus -113 -147
Councils Contribution 64 79
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34

External Audit fees

Fees charged by the Audit Commission to the County Council can be analysed as follows:

2008/09 2009/10

£'000 £'000

Code of Audit Practice 252 264
Grant Claims 15 4
Inspection 17 18
National Fraud Initiative 1 2
285 288

Contingent liabilities

The County Council self-insures and therefore handles all its own liability
claims. The liabilities are uncertain but to cover them a provision is
maintained for known liability claims, assessed at £4.8 million at 31 March
2010 (see note 4).

The County Council has set aside a reserve of £41 million at 31 March 2010
for transitional costs for non-schools staff of implementing the single status
agreement to recognise potential equal pay compensation costs. To date 999
equal pay claims have been lodged in the employment tribunal. A total of 985
grievances have been received. It is unlikely that any claims will be resolved
until later in 2010/11 so it is not possible to quantify the liability associated
with equal pay compensation reliably.

Post Balance Sheet events
As at 21 June 2010, when the accounts were reported by the Deputy County

Treasurer, there were no material post Balance Sheet events that required
disclosure.
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Trust funds

The Council acts as sole trustee for 24 trust funds (25 in 2008/09) and as administrator
for 12 other trust funds (13 in 2008/09). They include educational prize funds funds for
financing improvements in education, social care and museum establishments, and
musical and sports scholarship funds. The trusts are mainly invested in specialist
pooled funds for charities and cash held on deposit with the County Council.

Balance at Transfer  Balance at
31 March Income  Expenditure of 31 March
2009 Trust 2010
£000 £000 £000 £'000 £'000
Sole trustee funds
Educational trusts
Butlocks Heath/Netley Abbey School 287 18 -27 - 278
Dayas Music Scholarship 89 5 -2 - 92
Michael Austin Harlick Memorial 259 14 -14 - 259
Mace Educational Trust 113 6 -6 - 113
Other 25 -0 - -9 16
Total 773 42 -48 -9 758
Social Services trusts
Hampshire Mentally Handicapped Persons
Holiday Organisation 43 - - - 43
Hampshire Old Industrial and Reformatory Schools 65 4 -2 - 67
Green Meadows Older Persons Home 16 1 - - 17
Total 124 4 -2 - 126
Museums trusts
Allen Curtis Museum Trust 24 3 -3 - 24
Red House Museum Trust 50 5 -5 - 50
Total 74 8 -8 - 74
Libraries trust
Julian Davies Foundation 2 0 - - 2
Other
Hillier Arboretum trust 13 - -1 12
Total - sole trustee trusts 986 55 -59 -9 972
Administrator funds
The Eggars Grammar School Alton Site Foundatior 1,837 66 -4 - 1,899
Hampshire Foundation for Young Musicians 69 4 -6 - 68
Other 28 1 - -4 25
Social services trusts 6 - - - 6
Total administrator trusts 1,940 71 -9 -4 1,997
Total trust funds 2,926 126 -69 -13 2,970
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Undischarged obligations
Hampshire Public Service Network

A contract for Hampshire Public Service Network2 (HPSNZ2) has been
entered onto with NTL Telewest. Building on the foundation of the existing
HPSN service. HPSN2 will offer improved data, voice and service networks
for major partners and affordable solutions for town and parish councils and
up to 800 schools. The contract has an inital period of seven years, with an
option to extend for a further 3 years. At 31 March 2010 the payments
remaining under the contract are estimated to be £8.55m.

Enterprise Licence

During 2006/07 the County Council entered into an agreement with IBM to
implement an IBM Enterprise Licence.

The implementation programme is expected to take up to five years and will
deliver a range of benefits including improved security, a fully integrated
information management system and integration of the wide variety of
corporate IT systems hosted on Hantsnet.

The payments remaining under the contract are £0.8 million at 31 March 2010
(£1.41 million at 31 March 2009 ) with approximately 1.5 years remaining.

The South Coast Street Lighting PFI

The South Coast Street Lighting PFI project was procured in partnership
between Hampshire County Council, Southampton City Council and West
Sussex County Council, together with the successful contractor, Tay Valley
Lighting. Each council has its own separate contract, to deliver
individualised lighting requirements under a standard contractual framework.
Hampshire County Council is replacing some 90,000 of its 150,000 street
lighting columns and modernising all of the lanterns used to improve energy
efficiency over a five year core investment period. The long-term contract
with Tay Valley Lighting (Hampshire) will run for 25 years from 1 April
2010, and will also provide for the ongoing maintenance of the council's
street lighting network, running until 2035/36. The payments under the
contract are estimated to be £451 million for the maintenance of columns
(part of which will be recovered from Parish and District Councils) and £139
million for energy, with PFI credits of £234 million due to be paid by the
Department for Transport to the County Council.

Project Integra - see note 20 on PFI and service concessions
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Pension Fund Accounts
Fund Account

Dealings with members and employers
Contributions

- from employers

- normal

- augmentation

- deficit funding

- from members

- normal

- additional voluntary

Transfers in
Individual transfers in from other schemes

Benefits

Pensions

Commutation of pensions and lump-sum retirement benefits
Lump-sum death benefits

Payments to and on account of leavers
Individual transfers out to other schemes
Refunds of contributions

State scheme premiums

Administrative expenses
Net additions from dealings with members and employers

Returns on investments

Investment income
Interest from fixed-interest securities
Dividends from equities
Income from index-linked securities
Income from pooled investment vehicles
Net rents from properties
Income from property unit trusts
Income from other alternative investments
Interest on cash deposits
Other

Change in market value of investments
Realised
Unrealised

Taxation
Investment management expenses

Net returns on investments

Net increase (decrease) in the Fund during the year
Add opening net assets of the Fund
Closing net assets of the Fund
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note

B~ b

2008/09

£'000

118,586
4,313
29,442

52,931
1,584

13,328

-113,835
-29,516
-2,510

-7,475

5,471
58,892
55
1,067
8,181
1,242
108
6,472
663

-269,756
-418,574

-2,034
-8,516

-616,729
-551,880

2,947,980
2,396,100

2009/10

£'000

125,759
4,741
35,470

56,060
1,724

21,872

-124,207
-31,426
-4,168

-18,302

5,210
49,733
108
1,283
9,110
1,237
928
1,637
564

-11,844
720,117

-1,504
9,777

766,802
832,077

2,396,100
3,228,177



Net Assets Statement

Investments at market value
Fixed-interest securities
Index-linked securities
Equities
Pooled investment vehicles:
— index-linked
— equities
Derivative contracts
Property
Property unit trusts
Other alternative investments
Cash deposits

Investment liabilities
Derivative contracts

Net investment assets

Net current assets and liabilities
Contributions due from employers
Other current assets
Current liabilities

Net assets - balance of Fund

Reconciliation of the net movements
of assets of the Fund

Opening net assets

Net income available for investment:
net additions from dealing with members

investment income less expenses

Revenue surplus

Change in market value of investments

Closing net assets

31 March 31 March
2009 2010

See
Note £'000 £'000
14 109,947 149,844
14 3,868 5,219
8,11,14 1,194,721 1,823,228
9,14 616,714 680,988
9,14 23,545 33,380
13 0 24,134
14 93,550 134,273
14 62,918 60,656
14 105,679 128,326
164,527 198,838
13 0 -33,466
2,375,469 3,205,420
9,509 12,037
15,345 14,117
-4,223 -3,397
2,396,100 3,228,177
2,947,980 2,396,100
64,849 65,275
71,601 58,529
136,450 123,804
-688,330 708,273
2,396,100 3,228,177
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Notes to the Pension Fund Accounts

1. Operations and management

The Hampshire Pension Fund covers employees of Hampshire County Council,
Portsmouth and Southampton City Councils and the 11 district councils in
Hampshire, except teachers, for whom separate arrangements apply. It also covers
194 other scheduled and admitted bodies.

Detailed Government regulations control rates of contribution and scales of
benefits. Benefits are normally in the form of a lump sum and annual pension. In
2009/10, employees contributed £57.8 million and employers £166.0 million to the
Fund. Contributions are calculated as a percentage of pensionable pay. As at 31
March 2010, 29,245 people were receiving pensions from the Fund.

A comprehensive review of the Fund’s investment management arrangements in
2006/07 identified the need to diversify risks by increasing the number of specialist
fund managers. The aim is to match liabilities by having an asset allocation
designed to produce returns of 2.5% a year above a low-risk bond portfolio. At the
end of 2009/10, the investments were managed by companies based in London:

..As a proportion of
Fund’s overall value

- Aberdeen Asset Management Limited 20.2%
- Newton Investment Management 12.0%
- Schroders Investment Management 11.7%
- Legal & General Investment Management 10.6%
- State Street Global Advisors 10.6%
- AllianceBernstein 8.9%
- GLG Partners 6.4%
- Western Asset Management . 5.0%
- CB Richard Ellis Investors 4.6%
- Aberdeen Property Investors 1.3%

The Fund also employs the services of Northern Trust as its global custodian and
Aberdeen Asset Management (formerly Bramdean) as its adviser on alternative
investments.

The Pension Fund Panel directs the management of the Fund. This consists of nine
county councillors. Co-opted to the Panel are also one representative of the two
city unitary authorities (Portsmouth and Southampton), and one representative of
the 11 district councils and other employers in Hampshire; both have full voting
rights. Two representatives of the Fund's pensioners and contributors are co-opted
to the Panel, also with full voting rights. There is also an independent adviser who
attends Panel meetings. The Panel meets the managers regularly to discuss
performance and approve their management strategies. Member attendance at the
Pension Fund Panel’s seven meetings held during 2009/10 averaged 77%.
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Accounting policies
Accounting standards

The accounts have been prepared in accordance with the Code of Practice on Local
Authority Accounting in the UK 2009 issued by the Chartered Institute of Public
Finance and Accountancy. The accounts summarise the transactions and net assets
of the Fund. They do not take account of future liabilities to pay pensions and
other benefits. See note 3 for the actuarial position of the Fund, which does take
account of such liabilities.

Basis of preparation

Income and expenditure are generally credited and debited to the revenue account
when earned or incurred, not when received or paid (that is, on an accruals basis).
However, transfer values paid and received have been included on a receipts-and-
payments basis as recommended in the pension Statement of Recommended
Practice (SORP).

Additional voluntary contributions, which are separately invested, are not included
in the Pension Fund Accounts in accordance with regulation 4(2)(b) of the Local
Government Pension Scheme (Management and Investment of Funds) Regulations
2009 (SI 2009 No. 3093).

Investments

Investments are shown in the accounts at their market value, which has been
determined as follows:

- FTSE-100 and Reserve List stocks are valued using the Stock Exchange
Trading Service (SETS) bid price

- other listed securities and securities on other domestic markets — bid price at
the close of business on 31 March 2010

- unlisted securities and alternative investments — using latest dealings,
professional valuations, asset values and other appropriate financial
information

- investments held in overseas securities — bid price at the close of dealing on 31
March 2010 translated into sterling at the rate that day

the UK property portfolio — open-market value at 31 March 2010 as estimated by
the Fund's property advisers.

Acquisition costs

The cost of acquiring property and securities includes brokerage commission, legal
fees and stamp duty.
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Actuarial position

The Scheme Regulations require a full actuarial valuation every third year. This is
to establish that the Hampshire Pension Fund can meet its liabilities to past and
present contributors, and to review employer contribution rates. The last full
actuarial investigation into the financial position of the Fund was completed at 31
March 2007.

The valuation at 31 March 2007 showed that the Fund’s financial position had
improved since the previous valuation at 31 March 2004 in relation to benefits
promised for service before the valuation date. This was mainly as a result of
higher-than-expected investment returns and additional employers’ contributions.
The value of the Fund’s assets was enough to cover 77% of the promised benefits
earned to date by the Fund’s members (that is, a 77% funding level). The cost of
future benefit promises had increased compared with the costs identified in the
previous calculation. This was due to the combined impact of benefit changes,
changed economic conditions and better life expectancy.

The actuary calculated that a phased increase in the employers’ contribution rates
would be necessary to meet the Fund’s long-term liabilities. The rate was 17.7%
of pensionable pay in 2007/08, and 18.1% in 2008/09, rising to 18.6% in 2009/10
and 19.1% in 2010/11.

The employers’ contribution rates were calculated using the projected unit
actuarial method, which is consistent with the aim of achieving the 100% funding
level described above.

The main actuarial assumptions used for the March 2007 actuarial valuation were
as follows:

Discount rate for periods

In service
Admitted bodies 6.20% a year
Scheduled bodies 6.20% a year
Left service
Admitted bodies 5.20% a year
Scheduled bodies 6.20% a year

Short-term investment returns until 1 April 2011

Equity/property assets 7.05% a year
Other investments 5.20% a year
Rate of general pay increases 4.70% a year
Rate of increase to pensions in payment 3.20% a year
Valuation of assets market value
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The next actuarial valuation of the Fund is due to take place at 31 March 2010 and
is currently being carried out.

Contributions and benefits
The figures in the revenue account are broken down in the following table:
2008/09 2009/10

£°000 £°000
Contributions receivable
Administering authority 78,728 86,931
Scheduled bodies 120,242 127,930
Admitted bodies 7,885 8,893
Total 206,855 223,754
Benefits payable
Administering authority 55,835 60,153
Scheduled bodies 85,089 93,602
Admitted bodies 4,937 6,046
Total 145,861 159,801

The funding objective is to achieve and maintain a funding level of 100% of
liabilities. For this reason, a certain proportion of employer contributions received
will be used to reduce an existing deficit. The 2007 actuarial valuation stated that
the deficit could be eliminated by improving the funding of the scheme for a period
of 25 years from 1 April 2008. In accordance with the 2009 pension Statement of
Recommended Practice (SORP), the normal employers’ contributions that relate to
this deficit funding have been separately identified.

Administrative and investment management expenses

The figures in the revenue accounts are broken down in the following table:

2008/09 2009/10
£°000 £°000

Administrative expenses
Pension administration costs and other 1,797 2,061
overheads
Office and other administrative expenses 174 159
Total 1,971 2,220
Investment management expenses
Investment management expenses 6,654 7,306
Property managers’ expenses 996 1,514
Custodian’s fees 290 339
Actuary’s and other fees 576 618
Total 8,516 9,777
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Taxation

The Fund is exempt from UK income tax on interest received and from capital
gains tax on the proceeds of investments sold.

UK equity dividends are quoted and accounted for at the net rate. In line with the
2009 pension Statement of Recommended Practice (SORP), the tax credit which
the Fund is unable to recover is not recognised.

Income from overseas investments suffers a withholding tax in the country of

origin, unless exemption is permitted, as in the United States, Australia, Norway,
and the Netherlands.

Investment returns
The return on the Fund in 2009/10 was 32.3%.

In the three years to 31 March 2010, a return of 1.7% a year was achieved.

Ten largest equity holdings

At 31 March 2010, the ten largest equity (company share) holdings by market
value were as follows:

£°000
Vodafone plc 58,995
Rio Tinto plc 44,784
Royal Dutch Shell plc 37,612
GlaxoSmithKline plc 36,352
HSBC plc 35,619
British American Tobacco plc 35,531
BP plc 33,898
Standard Chartered plc 32,880
BG Group plc 26,631
Centrica plc 25,693
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Pooled investment vehicle holdings

At 31 March 2010, pooled investment vehicle holdings comprised the following:

£°000
Index-linked
SSGA Over 5-year index-linked gilts 340,723
Legal & General Over 5-year index-linked gilts 340,265
Total 680,988
UK equities
Aberdeen UK Emerging Companies 8,157
Aberdeen UK Mid-Cap Companies 7,431
Schroders Institutional UK Smaller Companies 7,687
Schroders Recovery A 6,839
Mellon Fund Manager Newton Discovery 3,266
Total 33,380

Concentration of investments

During the year, no individual investment exceeded 5% of the total value of net
assets of the Fund.

Analysis of UK equity investments by industrial sector

£°000
Oil and gas 113,950
Basic materials (chemicals, mining, forestry) 106,036
Industrials (aerospace, defence, electronics, engineering) 85,046
Consumer goods (vehicles, household goods) 96,199
Health care (health care, pharmaceuticals) 59,878
Consumer services (general retailers, leisure, media) 106,258
Telecommunications (fixed line and mobile) 70,654
Utilities (electricity, gas, water suppliers) 33,024
Financials (banks, insurance, real estate, investment 183,270
trusts)
Technology (computer hardware and software) 31,357
Total 885,672
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Unlisted investments

All investments held by the Fund at 31 March 2010 were listed on recognised
stock exchanges, except the following:

£°000
Indirect European property 43,788
Private equities 65,819
Hedge funds 7,160
Indirect UK property 16,868
Renewable energy 8,227
Other alternative investments 47,120
Total 188,982

These holdings represent 5.9% of the value of the Fund.

Derivative contracts

Derivative receipts and payments represent the realised gains and losses on futures
contracts. The Fund’s objective is to decrease risk in the portfolio by entering into
futures positions to match assets that are already held in the portfolio without
disturbing the underlying assets.

31 March 2010

Assets Liabilities
£000 £°000
UK fixed income futures 0 -8,839
Overseas fixed income futures 24,123 -24,627
Overseas fixed income options 11 0
Total 24,134 -33,466

All of the above derivative contracts expire in June 2010.
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14.

15.

Investment transactions

UK fixed-
interest bonds

Overseas fixed-
interest bonds

Overseas index-
linked bonds

UK equities
North America
equities

Japan equities
Europe equities
Other overseas
equities

Pooled

investment
vehicles:

- index-linked
- equities
Property
Property unit
trusts

Other alternative
investments

Cash movements
allowing for
currency
hedging

Total

Market
value at

1 April
2009

£°000
10,089

99,858
3,868

552,175
230,443

68,399
232,062
111,642

616,714
23,545
93,550

62,918
105,679

164,527

2,375,469

Contingent liabilities

Purchases

£°000
4,584

126,289

4,007

281,356
179,786

38,474
107,794
70,869

0
15,016
23,301

12,033

27,352

209,580

1,100,441

Sales Change in Market

£°000
-5,962

-110,640

-3,260

-261,787
-144,241

-37,347
-126,495
-72,690

-18,986
-3,225

-22

-14,061

-180,047

-978,763

The Fund had no contingent liabilities on 31 March 2010.
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value value at

31 March
2010

£°000 £°000

11,164
2,453

23,173 138,680
604 5,219

313,928 885,672
98,559 364,547

24,831 94,357
84,990 298,351
70,480 180,301

64,274 680,988
13,805 33,380
20,647 134,273

-14,273 60,656

9,356 128,326

-4,554 189,506

708,273 3,205,420



16.

17.

18.

Capital commitments

The Fund had the following capital commitments at 31 March 2010:

Committed Invested at

31 March 2010

£000 £000

Private equities 119,231 49,276
Indirect European property 54,977 37,471
Renewable energy 12,247 9,073
Other alternative investments 68,270 31,966
Total 254,725 127,786

Related-party transactions

The County Council administers the Hampshire Pension Fund on behalf of its non-
teaching employees, those of other local authorities in the county area and 194
other scheduled and admitted bodies (199 in 2008/09).

The Pension Fund invests its surplus cash balances jointly with the County
Council’s to gain the benefits of scale. Interest was paid to the Pension Fund in
2009/10 based on the actual rate of interest earned.

Transactions with these related parties are shown below:

2008/09 2009/10
£°000 £°000

Hampshire County Council
Interest received -1,836 -356
Temporary lending 31 March 70,939 50,767
Administration charge 1,873 2,109

Property

All the Fund’s directly owned property is held as freehold. In December each year
the directly held properties in the UK property portfolio are independently valued
by Colliers CRE, Chartered Surveyors. All properties held in the UK property
portfolio are subject to leases with upward-only rent reviews every five years.
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19.

20.

Stock lending

The Fund lends stock to third parties under a stock lending agreement with its
custodian, Northern Trust. The total amount of stock on loan at the year-end was
£94.371 million, and this value is included in the Net Asset Statement to reflect the
Fund’s continuing economic interest in the securities on loan. The table below
summarises the value of stock lent out by the Fund on 31 March 2010.

£°000
Equities — UK 37,820
Equities — overseas 45,840
Fixed interest — UK 675
Fixed interest — overseas 10,036
Total 94,371

As security for the stocks on loan, the Fund was in receipt of collateral at the year-
end valued at £99.564 million, which represents 105.5% of the value of securities
on loan and comprises 92% government fixed interest bonds and 8% equities.

The income received from stock lending activities was £59,949 net of
administrative fees for the year ending 31 March 2010 and is included within the
‘Investment Income’ figure detailed on the Pension Fund Account.

Additional voluntary contributions

The Fund’s current main additional voluntary contribution (AVC) provider is
Zurich. AVCs can also be paid to Equitable Life, but only if they are invested in
its building society fund or for an additional death-in-service grant. The AVCs are
invested separately from the Fund’s main assets and used to buy extra pension
benefits on retirement. Members participating in these AVC arrangements each
receive an annual statement confirming the amounts held in their account and the
movements during the year.

A summary of the information provided by Zurich and Equitable Life for the year
to 31 March 2010 is shown below. (This summary has not been subject to audit
and the Fund relies on the individual contributors to check that deductions made on
their behalf are accurately reflected in the statements provided by the AVC
providers.)

Equitable
Zurich Life Total
£°000 £°000 £°000
Contributions received in year 1,442 36 1,478
Market value at 31 March 2009 6,535 1,577 8,112
Market value at 31 March 2010 8,083 1,538 9,621
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