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Connexions Lancashire Limited (Limited by Guarantee)
Directors report and financial statements
Year Ending 31 March 2007

Directors’ report
The directors present their annual report and the audited financial statements for the year ending 31 March 2007

Principal activities
The principal activities of the company are

o  The objects for which the Company 1s established 1s to provide mformation, advice and guidance services to
individuals, mstitutions and other organisations incorporating the Connexions Service for the administrative
areas of Blackpool. Blackburn with Darwen, and Lancashire

e  Provide and assist with the provision of information, advice, gmdance and support to young people ages 13-19
and adults preparing for the key transitions to work and within work and adult life,

e Create a partnership of agencies and organisations supporting young people and adults in the Area to provide
coherent services aimed at encouraging and facilitating mcreased participation 1n learning and increased levels
of achievement,

» Collect, collate, publish and disseminate information on employment, traming, and education opportunities and
other information relevant to the needs of clients, and consistent with the transition to adult and/or working life,

s Provide and assist with the provision of information, advisory services, and trainmg and development to
appropriate and different customer groups including the parents and carers of young people aged 13-19 which
will enable them to support the decisions of those young people,

e  Establish arrangements with planners and providers of education, traming and work to support the coherence of
services to young people aged 13-19 and adults,

e Provide an effective referral and placing service which matches the needs of clients with opportunities n
employment, education and training, and provide support to organisations with the recruitment, development
and retention of individuals,

e  Assist in the provision of programmes of education-business links to support the curriculum for young people in
schools and colleges across the Area

Business review

The company has continued to build upon the success of the previous four years Particularly the company has
impacted upon the volumes of young people aged 16 - 18 who have been NEET (not engaged in education,
employment and training) and the volumes of young people who were not accessing services and learning
opportunities

The numbers of young people aged 16 — 18 in learning opportunities has continued to ncrease At the end of
February 2007 76 8% were 1n learning compared to 74 2% n February 2006 and 71 9% in February 2005

The volumes of school leavers progressing into learning has continued the year on year rises At the counting date in
November 2006 87 3% of the 2006 school leaver group were n leamimg compared to 87 0% n 2005 and 85 7%
2004

The proportion of young people aged 16 — 18 who are NEET (not engaged 1n education, employment or training)
has continued to decline The average for the 3 months November December and January was 7 8% n 2006 — 2007
compared to 8 9% for 2005 — 2006

Volumes were also reduced showing 3 551 for January 2007 compared to 3,854 in January 2006 This 1s particularly
significant as the 16 — 18 cohort 1s ligger m 2006 — 2007 than previous years

Targets for reducing NEET for all 3 local authorities have been met These challenging targets were set in each local
authority area as part of the Local Area Agreements (LAA) negotiated between local authorities and Government
Office for the North West

There has been a contuing commitment to quality and achieving national standards The company achieved the
prestigious Matrix Excellence Award for provision of information, advice and guidance services A Connexions
Personal Adviser working in
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Directors’ report (continued)

West Lancashire won a national accolade as the Public Servant of the Year in May 2006 Connextons received a National Careers
Award at the Insutute of Careers Guidance Annual Conference recogmising geod practice 1n the Social Work Placement Project

The company has supported the voluntarv and commumty sector through annual development grants and has mnvested m
inproved centres to enable use of Connexsions premises by a range of partners

Connexions Lancashire has successfully operated a number of projects working with adults, employers and specific groups of
disadvantaged young people For esample the company has led a national pilot funded by the Treasury mtroducing Learner
Agreements the company has delivered successfully aganst target and been consistently the best performing area

2006 — 2007 15 our final year of operation and Connexions will be delivered under new delivery arrangements from 1% Apnl
2007

The Director’s have no shareholding 1n Connexions Lancashire Limited The Directors would Iike to confirm that
Connexions Lancashire Limited made no political contributions during the course of the financial year

Employment Policies

Connexions Lancashire Limited employs i excess of 250 employees and 1t 1s Company policy and part of our
procedures to comply with the Disabihty Discnimumation Act 1994 1n respect of continuing to employ and tran
persons who become disabled or are disabled The Company has a full policy in relation to this Act with which the
Company complies The Company operates a Personnel Handbook with contains all the pohcies and practices which
form part of the employees contract

Transfer to reserves and proposed dividend

The deficit for the period incurred n the company 15 (£550,000) (2006 £197,000 surplus) The Directors do not
propose the payment of a dividend

Directors and directors’ interests

The directors who held office durning the year were as follows

Executive directors:
K O'Donoghue (appomnted 22 May 2004)
Non executive directors:
A Dick (Chairman)

AR Wolstenhoime

(apponted 27 March 2002)
(appointed 27 March 2002), (resigned 28 March 2007)

IM Goffee (apponted 27 March 2002)
D Sanders (appointed 1 Apni 2002)
H Catherall (appointed 28 November 2002)

C Memmott (apponted 27 March 2002)

CB Mormis (apponted 17 March 2003), (resigned 28 March 2007)

M Barton {appointed 14 March 2003), (resigned 28 March 2007)

B Lovat {appoimnted 12 August 2004), (resigned 28 March 2007)

P Waterhouse {appomnted 28 September 2004), (resigned 28 March 2007)
S Crouch (appointed 15 March 2003), (resigned 28 March 2007)

P Lee (appointed 12 January 2006), (resigned 28 March 2007)

P Jefferson (appomted 24 Janvary 2006)

A Andrews (appointed 7 March 2006), (resigned 28 March 2007)

Company Secretary

IM Fisher — Company Secretary
EJ Sutton — Deputy Secretary

F Wmnters — Deputy Secretary

(appointed 12 February 2002)
(appomted 27 March 2002), (resigned 26 July 2006)
(appomted 26 July 2006)
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Disclosure of information to auditors

The directors who held office at the date of approval of this directors report confirm that, so far as they are each
aware, there 1s no relevant audit information of which the Company s auditors are unaware, and each director has
taken all the steps that he/ she ought to have taken as a director to make lumself/ herself aware of any relevant audit
information and to establish that the Company s auditors are aware of that information

Auditors

In accordance with Section 384 of the Compames Act 1983, a resolution for the re-appomntment of KPMG LLP as
audiors of the Company will not be necessary as the company will have ceased trading However, as part of the
closure process KPMG LLP will be appointed to audit the final financial statements of the Company which will be
confirmed at the next Board meeting

By order of the Board

0{ S:-’\ ] MP
KO anoghue
Chief Executive Date
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Corporate Governance Statement

Connexions Lancashire Ltd 15 committed to demonsirating compliance with best practice in all aspects of corporate
governance The company already achieves a reasonable degree of comphiance with the CIPFA/SOLACE corporate
governance framework

This 1s a key public sector framework recognised by the Office of the Deputy Prime Mimster and adopted by the
Audit Commission, government inspectors and local authorities The framework covers five dimensions based on
the underlying principles of good governance — openness & inclusivity, integrity and accountabibity  Whilst the
framework was predominantly wnitten for local authorities, it 1s seen as becoming creasingly relevant to all
orgamsations providing a public service funded by public money

The Board

The Boards responsibility 15 to bring independent judgement to bear on 1ssues of strategy, performance, resources
and standards of conduct

The Board 15 provided with regular and tunely information on the overall financial performance of the company,
together with other information such as performance against targets, proposed capitai expenditure quality matters
and personnel related matters The Board meets on a two monthly basis

The Board conducts 1ts business through a number of committees Each Committee has terms of reference,
approved by the Board These committees are Audit and Finance, Remuneration and Human Resources and Service
Dehvery

Formal agendas, papers and reports are provided to Board members 1n a imely manner, prior to board or commuttee
meetings

The Board has a strong and mdependent non-executive element and no individual or group dominates its decision
making process The company considers that each of 1ts non-executive members 1s independent of management

There 15 clear division of responsibility in that the roles of Chair and Chief Executive are separate

The Remuneration and Human Resources Committee

The Remuneration and Human Resources commuttee 15 appointed by the Board and has a membership of between
three and five Non Executive Directors The Commuttee 15 required to meet at least once each year

The Board has delegated to the Committee authority to consider and agree (or, where appropnate, make
recommendations to the Members of the company) proposals regarding a wide range of framework and
remuneration 1ssues as they relate to the Company’s Senior Management Structure and also any payments which are
proposed to be made to any of the Company’s Directors

The Audit and Finance Committee

The Audit & Finance Committee compnses of five members of the Board The committee operates mn accordance
with written terms of reference approved by the Board

The Audit Commuttee meets at least three times a vear and provides a forum for reporting by the company's internal
and external auditors, who have access to the Committee for independent discussion without the presence of
management The Committee also receives and considers reports from the company, Supporting Children and
Young People Group and other mspectors as they affect the company's business
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Corporate Governance Statement (connnued)

The company's internal auditors monitor the systems of internal control, risk management controls and governance
processes 1n accordance with an agreed plan of nput, and report their findings to management and the Audit
Committee Management s responstble for the implementation of agreed recommendations and internal audit
undertake penodic follow up reviews to ensure that such recommendations have been implemented

Service Delivery Committee

The Service Delivery Commuttee comprises five members of the Board Its remut 15 to review the most effective
mechanism for the delivery of the Connexions Service pan Lancashire The committee receives and considers
reports from the company and also commissions research into relevant areas of the Connexions Service to obtain
key indicators to inform and enhance service delivery for the benefit of young people

Internal Control Framework

The Board 1s ulumately responsible for the company's system of internal control and for reviewing 1ts effectiveness
However, such a system 1s designed to manage rather than ehminate the risk of failure to achieve business
objectives, and can only provide reasonable, not absolute assurance, against material misstatement or loss

The Board has delegated to the Chief Executive the day to day responsibility for reviewing the adequacy of the
system of internal control and making appropriate amendments She 1s also responsible for reporting to the Board
any material weaknesses or breakdowns in internal control

Connexions Lancashire Ltd has put a number of measures in place to continue to comply with CIPFA/SOLACE
corporate governance framework such as -

¢ A Risk based internal audit programime

s A Risk Management Framework to identify and take measures to mitigate nsk and/or to take advantage of
opportunity This process will be subject to regular review by the Board

The company through 1ts nternal audit reviews as well as its own 1nternal continuous improvement programmes has
improved finance procedures to assist colleagues to better manage and understand the financial information being
produced

The internal audits have been effective in 1dentfying areas for improvement which the company has addressed by
revising procedures

It 15 the company’s intention to maintain the corporate governance framework database to help with the continuous
improvement process
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STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE DIRECTORS' REPORT
AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Directors' Report and the financial statements i accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have
elected to prepare the group and parent company financial statements in accordance with UK Accounting Standards
and applicable law (UK Generally Accepted Accounting Practice)

The group and parent company financial statements are required by law to give a true and fair view of the state of
affairs of the group and the parent company and of the profit or loss for that peniod

In preparing these financial staternents, the directors are required to

e select smtable accounting policies and then apply them consistently,
+ make judgments and estimates that are reasonable and prudent,

s state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements,

s  prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the group
and the parent company will continue in business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the parent company and enable them to ensure that its financial statements comply
with the Companies Act 1985 They have general responsibility for taking such steps as are reasonably open to them
to safeguard the assets of the group and to prevent and detect fraud and other wregulanties

The directors are responsible for the mantenance and integnty of the corporate and financial nformation included
on the company's website Legislation in the UK governing the preparation and dissermnation of financial
statements may differ from legislation 1n other junisdictions




KPMG LLP

St James® Square
Manchester

M2 6DS

United Kingdom

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF CONNEXIONS
LANCASHIRE LIMITED

We have audited the financial statements of Connexions Lancashire Ltd for the year ended 31* March 2007 which
comprise Income and Expenditure Account, Balance Sheet, the Cash Flow Statement, the Statement of Total
Recogmsed Gains and Losses and related notes These financial statements have been prepared under the accounting
policies set out theremn and the requirements of the Financial Reporting Standard for Smaller Entites (Effective
January 2005)

This report 1s made solely to the company's members, as a body, mn accordance with section 235 of the Companies
Act 1985 Our audit work has been undertaken so that we might state to the company's members those matters we
are required to state to them 1n an auditor's report and for no other purpose To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the company and the company's members as a body,
for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the financial statements m accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Directors’
Responsibilities on page 6

Our responsibility 1s to audii the financial statements 1n accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared 1n accordance with the Companies Act 1985 We also report to you whether in our opmion the mformation
given 1n the Directors' Report 1s consistent with the financial statements

In addition we report 1o you if, 1n our opinton, the company has not kept proper accounting records, 1f we have not
received all the information and explanations we require for our audit, or 1f information specified by law regarding
directors’ remuneration and other transactions 15 not disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any apparent
misstatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures n the financial statements It also includes an assessment of the sigmificant estimates and judgments
made by the directors mn the preparation of the financial statements, and of whether the accounting policies are
appropriate to the company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other airregularity or error In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the financial statements

Opinion




In our opinion

s the financial statements give a true and fair view, in accordance with UK Generally Accepted Accounting
Practice applicable to Smaller Entities, of the state of the company's affairs as at 31¥ March 2007 and of its loss
for the year then ended,

« the financial statements have been properly prepared in accordance with the Compamies Act 1985, and

e the mformation given in the Directors' Report 1s consistent with the financial statements

]/(Qﬁ(q lnv\‘()

KPMG LLP
Chartered Accountants
Regustered Auditor

\ & TWV\MA’VD DO




Income and expenditure account

for the year ending 31° March 2007

Turnover
Continuing operations

Cost of sales

Gross surplus/(deficit)

Admunistrative expenses

Operatmg surplus/(deficit)

Other interest recervable and similar income
Other finance income (negative goodwill)
Interest payable and similar charges

Profit/(loss) on erdinary activities before
taxation
Tax on profit on ordinary activities

Profit/(loss) on ordinary activities after
taxation

Profit/(loss) for the financial year

All amounts relate to continuing operahions

Connevions Lancashire Limited {Lumted by Guarantee)
Directors’ report and financial statements

Note 2007
£000
22,306
4 (12,191)
10,115
(10,740}
2-3 (625)
5 91
8 19
6 (1)
2-8 (516)
7 (34)
(550)
(550)

Year Ending 31 March 2007

2006
£600

22372

(11529)

10 843

(10,732)

11

62
46

(2)

217

(20)

197

197



Balance sheet
at 31" March 2007

Fixed assets
Intangible assets
Tangible assets

Current assets
Debtors
Cash at bank and 1n hand

Creditors: amounts falling due within one year

Net current assets

Total Assets less Current Liabilihes

Creditors  amounts falling due after more than one year

Finance Lease

Net assets excluding pension habihties

Net pension deficit

Net deficit including pension hability

Net Deficit

Note

O Co

Ii

lla

Connexions Lancashire Limited (Limited by Guarantee)
Directors report and financial statements
Year Ending 31 March 2007

2007
£000

(7
1,291

806
3,109

3,915
3,332

£000

1,120

1,703

I=

1,703

(6,330)

(4,627)

(4,627)

2006
£000

(190)
I 420

3885
1,840

5723
5332

£000

1230

Lo
o
[s]

1623

1 609

(7 248)

(5 639)

(5639
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Balance sheet (continued)

Note
£000 £000
Capital and reserves
Income & expenditure account 12 (4,627} (5639)
(4,627) (5 639)

—_——

These financial statements were approved by the board of directors on 9" January 2008 and were signed on 1ts
behalf by

X freectoct




Connestons Lancashtre Limited (Limited by Guarantee)

Cash flow statement
Jor the year ended 3 Ist March 2007

Note 2007
£000

Net cash inflow from operating activities
(see below)

Returns on investments and servicing of finance
Enterest recerved 91
Interest paid (1

Total
Taxation
Corporauion tax paid

Capital expenditure
Net Cash outflow before financing
Financing 15

Net increase i cash 16

Reconciliation of operating profit to net
cash flow from operating activities

Operating Surplus / ( deficit) before taxation
Amortisation of negative goodwall
Depreciation charges

Decrease in debtors

Decrease n creditors

Interest recervable

Interest payable

Less net loss on pension scheme

Directors’ report and financial statements
Year Ending 31 March 2007

2006 2006
£000 £000 £000
1,565 137
62
{2)

90 60
1,655 197
23) 30
(360) (191)
1,272 (24)
3 <))
1,269 (28)
2007 2006
(516) 217
(19) (46)
481 750
3,079 479
(2,014) {1098)
on (62)

1 2
644 {105)
1,565 137

= ——




Connexions Lancashire Linnted (Lirmted by Guarantee)

Statement of total recognised gains and losses

Note

For the year ending 31 March 2007

Profit/(Loss) for the financial year
Charge to P&L for the year net gain/(loss) on pension scheme

Actuanal gain recogmsed in the pension scheme 14
Total recognised gans and losses relating to the year

Prior year adjustment

Reconciliation of Movement on Reserves funds

Note
For the year ending 31" March 2007

Total recogmsed GAIN for the financial year
Opening reserves funds (as restated)

Closing reserves funds

Directors report and financial statements

Year Ending 31 March 2007

2007
£000

94
(644)

(550)

1,562

1,012

=}

1,012

2007

1,012
(5,639)

(4,627)

2006
£000

197

(842)
(645)

{6511)

(7156}

2006
£000

(645)
(4,995)

(5.639)

13
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Notes
(forming part of the financial siatements)

1 Accounting pohcies
The following accounting pohcies have been applied consistently 1n dealing with items which are considered
matenal 1n relation to the financial statements, except as noted below

Pensions

FRS17 "Retirement Benefits’ — The Pension fund 1s currently 1s a deficit position but has reduced from £7 4m 1n
2006 to £6 3m 1n 2007 The pension charge 15 influenced by the investment return of equities and corporate bonds,
which exist at the start of the reporting period and therefore leads to some volatility 1n earnings

2007 2006

£000 £000
Deficit in the Scheme (7,248) (6511)
Service Costs (1,464) (1224)
Contribution 899 816
Finance Costs (79) (138)
Past Service Costs 0 651
Actuarial Gain 1562 (842)
Deficit Scheme (6,330) (7 248)

The latest full valuation of the Connexions Lancashire Limited defined benefit pension scheme was carmed out at
31% March 2007 At that date, the scheme had a deficit of £6,330,000

Basis of preparation

The financial statements have been prepared n accordance with applicable accounting standards, and under the
historical cost accounting rules

Goodwill and negative goodw:ll

Goodwill anises on the difference between the fair value of the consideration paid for a business and the fair value of
the assets and habihities acquired

Negative goodwill, where the fair value of the acquired assets and lhiabilities 15 greater than the consideration 1s
mncluded within fixed assets and released to the mcome and expenditure account n the periods in which the fair
values of the non-monetary assets purchased on the same acquisition are recovered whether through depreciation or
sale Negative goodwill anising on the acquisition of monetary assets 15 wniten off in the period of acquisition

Fuixed assets and depreciation

Depreciation 1s provided to write off the cost or valuation less the estimated residual value of tangible fixed assets
by equal instalments over their estimated useful economic lives as follows

Fixtures and fittings - 20% per annum

Computer Equipment - 33% per annum

Premises - 25% per annum on cost

Buildings - 4% per annum on cost (over 25 years)

No depreciation 1s provided on freehold land

14
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Notes (continued)
1 Accounting pohicies {continued)
Government grants

Capital based government grants are included within accruals and deferred income n the balance sheet and credited
to the income and expenditure account over the estimated useful economic hives of the assets to which they relate

Leases

Assets acquired under finance leases are capitalised and the outstanding [uture lease obligations are shown m
creditors Please note due to Vehicle write off the future obligations outstanding has been written off which has
generated a profit of disposal £3k Operating lease rentals are charged to the income and expenditure account on a
straight line basis over the period of the lease

Post-retirement benefits

The Company participates in a group wide pension scheme providing benefits based on final pensionable pay The
assets of the scheme are held separately from those of the Company The Company 1s unable to identify 1ts share of
the underlying assets and liabilities of the scheme on a consistent and reasonable basis and therefore, as required by
FRS 17 ‘Retirement benefits’, accounts for the scheme as if it were a defined contribution scheme As a result, the
amount charged to the income and expenditure account represents the contnbutions payable to the scheme in respect
of the accounting period

Taxation
The charge for taxation 1s based on Profit Chargeable to Tax of £159k for the year
Turnover

Income represents funds received and receivable from DFES and other sources to finance careers guidance
programmes and administrative expenses, together with donations and self generated funds

Cash and hquid resources

Cash, for the purpose of the cash flow statement, compnses cash in hand and deposits repayable on demand, less
overdrafis payable on demand

Liquid resources are current asset investments which are disposable without curtailing or disrupting the business and
are either readily convertible 1nto known amounts of cash at or close to their carrying values or traded n an active
market
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Notes (continued)

2 Notes to the income and expenditure account

Profiviloss] on ordinary activities before faxation is stated afier charging/(crediting )

Depreciation
Hire of plant and machinery - operating leases

Auditors’ remuneration

Audit
Other services - fees receivable by the auditors and their associates

3 Remuneration of directors

Drirectors emoluments
Directors pension contnbutions

Total

The non-executive directors do no receive any remuneration for their services

2007
£000

481
532

2007
£000

30
14

44

2007
£000

2006
£000

750
521

2006
£000

14
31

45

2006
£000

80

16
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Notes (continued)
4 Staff numbers and costs

The average number of persons employed by the Company (including directors) during the year, analysed by
category, was as follows
Number of employees

2007 2006
Management and administration 420 478
420 478
The aggregate payroll costs of these persons were as follows
2007 2006
£000 £000
Wages and salanes 7,864 7,461
Social security costs 2,932 2,744
Other pension costs 1,395 1324
12,191 11,529
5 Other interest recervable and similar income
2007 2006
£000 £000
Bank interest on (62)
o1 (62)
6 Interest payable and similar charges
2007 2006
£000 £000
On all other loans 1 2
1 2

17



Notes (continued)

7 Taxation

Analvsis of charge in period

Connextons Lancashire Limited (Limited by Guarantee)
Directors teport and financial statements
Year Ending 31 March 2007

2007
£000
UK Corporation Tax 37
Adjustments n respect of prior periods 3
34
2007
£000
Current tax reconciltation
Surplus on ordinary activities before tax 194
Surplus on ordinary activities before taxation multiphed by the standard rate of tax in the 37
UK at 19%
Effects of
Non taxable income net of expenditure
Adjustment 1n respect of pnor years »
Total current tax charge (see above) 34

The tanauon charge anses from the proviston of commercial services and interest

received during the course of the year

2006
£000

20
(3)

2006
£000

100

20

3)




Notes (continued)

8 Intangible fixed assets

Cost or valuation
At beginning of year
Additions

Disposals

At end of year

Amortisation

At beginning of vear
Charged 1n year

Impairment losses

Reversal of past impairments
On disposals

Transfers between items

At end of year

Net book value

At 31 March 2007

At 31 March 2006

Connextons Lancashire Limited (Limited by Guarantee)
Directors report and financial statements
Year Ending 31 March 2007

Negative Total
goodwill
£000 £000
(190) (190)
(190 (190}
19 19
(171} (7
a7 (710
(190) ( 190)

No Consideration was paid for the acquisitions of the trade and assets of Careers Service Lancashire Area West
Limited and East Lancashire Careers Service Limited during the year ended 31 March 2003

Negative goodwill ansing on the acquisitions has been capitalised Negative goodwill arising from the purchase of
monetary assets amounting to £923,000 was written off in the prior penod and that arising from the purchase of
fixed assets has been written off in line with depreciation charged n the year

19



Notes (continued)

9 Tangible fixed assets

Connextons Lancashire Limited (Limited by Guarantee)
Directors report and {inancial statements

Year Ending 31 March 2007

Fmance Land and Premises Furmiture  Computer
Lease buildings and
Vehicle equipment
£000 £000 £000 £000 £000
Cost for valuation]
At beginming of year 18 161 1394 1,189 2,559
Additions 6 0 148 23 183
Disposals (18)
Atend of year 6 161 1542 1212 2742
Deprecration
At beginning of year 6 39 790 905 2161
Charge for year 4 7 167 86 217
Charge on Disposals (10}
At end of year 0 46 957 991 2378
Net book value
At 31°' March 2007 6 115 585 221 364
At 31 March 2006 12 122 604 284 398

The net book value of land and buildings comprnises

Freehold
Long leasehold
Short leasehold

10 Debtors

Trade debtors
Prepayments & accrued income
Other taxes and social security

All debrors are due within one year

2007
£000

115

115

Total

£000
332

(18)

5663

3,901
481
(10)

4372

2006
£000

122

122

2006
£000

2952
933

3,885
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Notes (contmued)

11 Creditors: amounts falling due within one year

Trade creditors

Other creditors including Taxation and social secunity
Corporation tax

Other 1axes and social security {see Debtors note 10)
Accruals and deferred income

Provision for Restructure

Connewions Lancashire Limited (Limited by Guarantee)
Directors” report and financial statements
Year Ending 31 March 2007

2007
£000

734
34
1,934
630

3,332

2006
£000

1538

17
637

2 869
250

333

The provision for restructure relates to anticipated costs in refation to the transfer of some services from Connexions
Lancashwre Limited to the Local Authorities and the set up of the new infrastruciure for CX Ltd  The costs relate to
legal costs, premises, potential redundancies, set up costs and due diligence

Ila Creditors Amounts faling due after more than one year

Obhigations under finance leases and hire purchase contracts

2007
£000

The maturity of obligations under finance leases and hire purchase contracts 15 as follows

Within one year
In the second to fifth years
Over five vears

Vehicle Written Off 2006

Leases

2007
£

0
0
0

2006
£000

Assets acquired under finance leases are capitalised and the outstanding future lease obligation are shown above
Please Note - This vehicle was written off in Autumn 2006 — thus lease written off resulting in a profit on disposal

2t



Notes (continued)

12 Movement on reserves

‘ As at 01" April 2006 (as previously stated)

‘ Prior year adjustment

' Balance at 01% Apnl 2006 as restated
Svurplus for the vear

mcome and expenditure account)

Balance at 31® March 2007

Profit & Loss Reserve excluding pension asset/hability
Pension asset/hability

Income and expenditure reserve including pension hability

13 Commitments

Connexions Lancashire Limited {LLimited by Guarantee)
Directors report and financial statements
Year Ending 31 March 2007

Actuanial Gain (being surplus in scheme at end of the year less amounts recognised n the

(a) Annual commitments under non-cancellable operating leases are as follows

2007

Land and Other
butldings

£000 £000

Operating leases which expire 0
Within one year 24
In the second to fifth years inclusive 313
Over five vears 195

532 0

2007
£000

1,703
(6,330)

(4,627)

2006
Land and
buitdings

£000

73
89
359

521

—_—

Profit & Loss
Account
£000

(5 639)
0
(5,639)
94
918

(4627)

2006
£000

1,609
(7248)

(5639)

Other

£000

<
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Notes (contiued)
14 Pension scheme

The Company operates a defined contribution pension scheme The pension cost charge (reduction 2007) (increase
2006) for the period represents contributions payable by the Company to the scheme and amounted to £918,000
(2006 £737.,000)

There were no outstanding or prepald contributions at erther the beginning or end of the financial year
Coniributions amounting to £ 899,000 (2006 £816,000) were payable to the scheme and arc included n creditors

The latest full actuarial valuation was carmed out at 31/03/2007 and was updated for FRS 17 purposes to 31/03/07
and 31/03/2006 by a qualified independent actuary - Mercers Human Resourcing Consulting

It has been agreed that an employer contribution rate of 11 3% of pensionable pay will apply in future years

The major assumptions used i this valuation were

2007 2006 2005
Rate of increase in salaries 4 85% 4 65% 4 7%
Rate of increase in pensions in payment and deferred pensions 31% 29% 29%
Dhiscount rate applied to scheme habilities 5.4% 4 9% 54%
Inflation assumption 1% 29% 2 9%

The assumptions used by the actuary are chosen from a range of possible actuanal assumptions which, due to the
timescale covered, may not necessarily be borne out 1n practice

Scheme assets

The fair value of the scheme’s assets, which are not mtended to be reahised in the short term and may be subject to
significant change before they are realised, and the present value of the scheme’s habilities, which are derived from
cash flow projections over long periods and thus inherently uncertain, were

Value at Value at Value at
2007 2006 2005
£000 £000 £000
Equities 16,880 15.410 12 168
Government Bonds 2,205 1 744 1,683
Other Bonds 3,282 3751 2 808
Property 1,838 1,433 936
Other 2,047 1.553 1124
Total market value of assets 26,252 23 891 18 721
Present value of scheme habilities (32,582) (31 139) (25.232)
(deficit) in the scheme — Pension (hability) (6,330) (7.248) (6511)
Related deferred tax (liabihity)/asset
Net pension liability (6,330) {7 248) (6511)

—
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Notes (continued)

14 Pension scheme (continued)

The expected rates of return on the assets in the scheme were

Equities
Government Bonds
Other Bonds
Property

Other

Movement in surplus/deficit during the year

Surplus/(deficit) i scheme at beginning of year
Current service cost

Contributions paid

Past service cost

Qther finance ingome/(cost)

Actuarial gain/(loss)

Surplus/deficit in the scheme at the end of the year

Connexions Lancashire Limited (Limited by Guarantee)
Directors” report and financial statements
Year Ending 31 March 2007

Long term rate Long term rate Long term rate

Analysis of other pension costs charged 1n armiving at operating profit/loss

Current service cost
Past service cost

of return of return of return
2007 2006 2003
T.5% 7% 7 5%
4 7% 43% 4 7%
5.4% 49% 54%
6 5% 6% 6 5%
7 5% 7% 7 5%
2007 2006
£000 £000
(7,248) 6511)
(1,464) (1224)
899 816
0 651
(7% (138)
1562 (842)
(6,330) (7 248)
2007 2006
£000 £000
(1,464) (1224)
0 651
(1 464) (573)
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Notes (conninued)

14 Pension scheme (connnued)

Analysis of amounts included mn other finance income/costs

Expected return on pension scheme assets
Interest on pension scheme habihities

Analysis of amount recognised 1n statement of total recognmised gains and losses

Actual return less expected return on scheme assets loss
Experience gains and losses ansing on scheme habihties loss
Changes 1 assumptions underlying the present value of scheme habilities

Actuarial gain recognised 1n statement of total recognised gains and losses

History of experience gains and losses

2007
Difference between the expected and actual return on scheme
assets
Amount (£000) 1,720
Percentage of year end scheme assets 12 5%
Total amount recognised 1n statement of total recognised gains and
losses
Amount (£000) (842)
Percentage of vear end present value of scheme Labilities 27%

expected future pensionable payroll in the light of current actuanal assumptions
are spread over the remaining service lives of current employees n the pension scheme Connexions Lancashire has
adopted the provisions of FRS17 Retirement Benefits” in prepanng these accounts

2007
£000

1,486
(1,565)

(79)

2007
£000

(175)
(250)
1,987

1,562

2006 2005

1720 1,965
3% 13%

(653) 1,156
3%  (6)%

2004

(3,548)
(G1)%

(5,490)
(1%

Gains/losses on settlernents or curtallments, and previously unrecognised surplus deducted from the losses, recorded
as non operating rtems totalled £644,000 debit (2006 £105,000 credit) respectively

2006
£000

1.261
(1 399)

(138)

2006
£000

298]
(894)
(2 929)

(842)

The Pension costs charged against income are based on an actuarial method and actuarial assumptions These are
designed to provide the anticipated pension cost over the average service lives of the employees n the scheme 1n a
way that seeks to ensure that the regular pension cost represents a broadly level percentage of the cumrent and

Vanations from the current cost

25




Notes (continued)

15 Analysis of cash flows

Returns on investment and servicing of finance
Interest received

Interest paid

Interest element of finance lease rental payments

Capital expenditure and financial investment

Purchase of tangible fixed assets

Fwancing

Capiial element of finance lease rental payments

Connexions Lancashire Limited (Lirmted by Guarantee)
Durectors report and financial statements
Year Ending 31 March 2007

2007 2007 2006 2006
£000 £000 £000 £000
(e (62)
1 2
(90) (60)
(360) (i91)
(360) (191)
(450) (251)
3 4
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Notes (continued)

16 Analysts of net debt

At 01" Apnl 2006 Cash flow  Other non cash At 31" March
Changes 2007
£000 £000 £000 £000
Cash 1,840 1 269 3,109

17 Post balance sheet events

As a result of changes across children’s and youth services it England brought about by the responses to the Green
Papers “Every Child Matters” in September 2003 and “Youth Matters™ in July 2005, the Company and 1ts Members
have been considering future models for the delivery of the Connexions Services in the area

Emst & Young were commissioned to produce a cost benefit analysis report for the Company and Members to
assess the options available to them which concluded that the quantitative analysis of the options suggested a future
dehvery model which involved a transfer of core Connexions Services back to the Councils, with a residual
company being retained to deliver non-core services

Lancashire and Blackpool have agreed this model for future service dehvery, but that Blackburn with Darwen would
like to continue with the existing model, whereby the Company continues to provide core Connexions Services in
the area of Blackburn with Darwen However, as a result of Blackburn with Darwen entening into a Local Area
Agreement pilot, 1t has been agreed by the Company and Blackbum & Darwen that Connexions funding for the
Borough will be pooled nto the Local Area Agreement from 1st April 2006

From 1st April 2007, arrangements have been entered into by the Company as follows

¢  Staff from Connexions Lancashire Limited have TUPE’d to Lancashire County Councit (“LCC’ } as at |
Apnl 2007 LCC have a separate agreement with Government Office North West (“GONW?™) and are
responsible for the delivery of the Connexions service in the area of Lancashire with effect from 1 Aprnil
2007

e Blackpool Borough Council (“BBC’) has similarly received staff from Connexions Lancashire Limited
under TUPE as at | April 2007 BRBC 100 has responsibnlity for the delivery of the Connexions Service in
the area of Blackpool from 1 Apnl 2007 and have a separate agreement with GONW

e Blackburn with Darwen (“BwD™) has commissioned the full Connexions Service from the new company
CX Limited trading as “CXL” with effect from 1 April 2007

CX Limited T/A CXL

CXL has been set up to continue to deliver either the full Connexions Service as in the case for BwD or some
elements of the Connexions Service as the case of LCC and BBC This arrangement 15 via an agency agreement to
be drawn up 1n the first quarter of 2007/08

The Service Delivery Committee, a sub committee of the Board which has delegated responsibility to ascertain the
most effective model of delivery, has recommended that CX Ltd t/a CXL (successor to Connexions Lancashire Ltd)
will have sufficient time to trade and make a success of the new structure Initially, three years has been stipulated
but this may be extended depending on the success of CX Ltd t/a CXL
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The transfer target date 1s the 1 Apnl 2007 and wiil entail the full transfer of assets (including staff) and habihties to
both Lancashire County Council and Blackpool Borough Council A full transfer agreement has be drawn up
retailing the extent of the assets and liabilities that are to be transferred

18 Pension Exit Debt

Connexions Lancashire Limited (* Connexions ) 1s a company himited by Guarantee, which was set up by the three
local authorities, Lancashire County Council (* LCC”), Blackpool Borough Council (“BBC") and Blackburn with
Darwen Borough Council (“BwD ), to provide careers information, advice and guidance services (“the service’) to
young people between the ages of 13 and 19

As a result of changes across children’s and youth services in England brought about by the responses to the Green
Papers “Every Child Matters™ in September 2003 and “Youth Matters’ in July 2005, Connexions and 1ts Members
have agreed to restructure the delivery of the Connexions Services 1n the Lancashire Area

This decision has been made for the provision of the service to be performed by the three local authorities through
different delivery models As a consequence the trade and assets of Connexions have been transferred out LCC and
BBC have recetved the trade and assets relating to their share of the Connexions service, whilst the share relating to
BwD has been transferred to a new company, CX Ltd, to deliver part of the Connexions Service in BwD and other
contracts delivered on a cross county basis

As a consequence of the restructuring of the delivery of the service, Connexions’ position as an admission body
under the Local Government Pensions Scheme ("LGPS™) came to an end when its last employee left in June 2007
This in turn trniggered an exit debt within the scheme ("the Exit Debt") Unless steps where taken to prevent this
occurrence the Exit Debt would fall hable to be paid as a lump sum immediately Connexions 1s not n a position to
fund this debt and therefore the three authorities had anticipated this and provided for it as follows

1 Entering into an agreement (with the company) with the LGPS admmsterning authornity (with the support of
its actuary) whereby the Exit Debt will be funded between them n their agreed proportions This deficit
will be paid not as a cash outlay but through an increased employer contribution rate with effect from 1
Apnl 2008

2 Entering into an agreement with the company to extend the scope of their guarantee to cover the Exit Debt
("the Further Guarantee") from the position in the existing Members Agreement which provides for

underwnting of unpaid debts on dissolution or winding up

The anticipated Exit Debt will amount to approximately £3m and each of the three local authonties have agreed to
absorb this in the following proportions

LCC 55%
BBC 225%
BwD 22 5%

No actual cash will be received by Connexions from the three LA’s, however, the benefit Connextons will accrue
will equate to the full value of the Exit Debt and this will be treated as a capital contribution and accounted for as
follows

Detit - Pension Reserve
Credit - Pension Liabihty
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19 Ultimate controlling party and related party disclosures

The Company 1s owned by Lancashire County Council, Blackpool Borough Council, Blackburn with Darwen
Borough Council and Lancashire Council for Voluntary Youth Service [t 1s also governed by the financial
regulations set out by the Government Office for the Northwest (mam funding provider) Lancashire County
Council 1s the accountable body for this funding

During the course of the year there were no related party transactions other than on an arms length basis

20 InTrain

InTrain Ltd 15 a traiming orgamisation offering traiming and ongoing professional development across the north west
and nationally It has particular expertise 1n mmformation, advice and guidance The company was owned by four
companies, these being Connexions Lancashire Lid, Connexions Cheshire & Warrington, Better Choices (part of
Manchester Solutions group of companies) and Positive Futures (the Careers Service serving Wigan)

Connexions Lancashire Ltd has supported InTram Ltd since 1995 During 2006 the four shareholder of InTramn Ltd
expressed a wish to sell the company to the highest bidder However, the shareholders agreement between the four
companies stipulated that in the first instance the bidding can only be made by the existing owners Only 1f no bid
was forthcoming would the bidding process extend to external bidders

As a result of this Connexions Lancashire Ltd and Better Choices complied with the due process set up by
independent solicitors and put forward a competiive bid for InTran Ltd Better Choices put in the highest bid of
£110,000 00 and were therefore the successful bidder To conclude matters and in accordance with the bidding
process the successful bidder would pay the other parties a third of the value of the bid 1n return for the remaining
shares of InTrain Ltd

Connexions Lancashire Ltd received a sum of £36,666 66 in March 2007 This amount has been accounted for in the
accounis to 31 March 2007 together with the respective tax hiability
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