Statement of Accounts
2006  2007

CASTLE POINT BOROUGH COUNCIL
STATEMENT OF ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2007

For further information please contact:

Chris Mills CPFA
Head of Financial Services
Council Offices
Kiln Road
Thundersley
Benfleet
Essex SS7 1TF

Telephone: (01268) 882200
Email: enquiries@castlepoint.gov.uk

CONTENTS
PAGES
Explanatory Foreword
Statement of Responsibilities for the Statement of Accounts
Auditors' Report
Statement of Accounting Policies
Core Financial Statements

Income and Expenditure Account

14
5
67
8  11

12

Statement of Movement on the General Fund Balance

13

Balance Sheet

15

Statement of Total Recognised Gains and Losses
Cash Flow Statement

Notes to the Core Financial Statements

Supplementary Statements

Housing Revenue Account Income and Expenditure Account

Statement of Movement on the Housing Revenue Account Balance

14

16

17  34

35

36

Notes to the Housing Revenue Account

37  41

Notes to the Collection Fund Income and Expenditure Account

43  44

Collection Fund Income and Expenditure Account

42

Statement on Internal Control

45  55

Glossary of Terms

56  57

EXPLANATORY FOREWORD
1

INTRODUCTION

This foreword provides a brief explanation of the financial aspects of the Council's activities and highlights the
significant features of its financial position.

Substantial changes have been made to the presentation of the accounts. The Consolidated Revenue Account and
the Statement of Total Movement on Reserves have been replaced with an Income and Expenditure Account,
Statement of Movement on the General Fund Balance and Statement of Total Recognised Gains and Losses.

The Income and Expenditure Account is intended to show the true financial position of the Council, prior to the
implementation of entries which are made by statute, in order to raise Council Tax. These entries are detailed
within note 11 to the core financial statements.

The deficit reported at the bottom of the Statement is therefore significantly different from the movement on the
General Fund. The Statement of Movement on the General Fund Balance combines the balance on the Income
and Expenditure Account, the items shown at note 11 to the core financial statements and the General Fund
balance at 1 April 2006, to arrive at the closing balance on the General Fund at 31 March 2007.
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The Housing Revenue Account has been replaced with a Housing Revenue Account Income and Expenditure
Account and a Statement of Movement on the Housing Revenue Account Balance.
THE ACCOUNTS COMPRISE THE FOLLOWING:

.

Core Financial Statements

.

Income and Expenditure Account
This Account summarises the resources that have been generated and consumed in providing services and
managing the Council during the year. It includes all daytoday 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.

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 twelve months. However the
Council is required to raise Council Tax on a different accounting basis, the main differences being:
o

o
o

.

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

The payment of a share of housing capital receipts to the Government results in a reduction in the
Income and Expenditure Account, but is met from the useable capital receipts balance rather than
Council Tax.
Retirement benefits are charged as amounts become payable to the pension fund and pensioners,
rather than as future benefits are earned.

The General Fund Balance compares the Council's spending against Council Tax that it raised for the year,
taking into account the use of reserves built up in the past and contributions to reserves earmarked for future
spending.

The Statement of Movement on the General Fund Balance summarises the differences between the outturn on
the Income and Expenditure Account and the General Fund Balance.

Statement of Total Recognised Gains and Losses
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 surplus generated on the Income and Expenditure Account, it
includes gains and losses relating to the revaluation of fixed assets and remeasurement of the net liability to
cover the cost of retirement benefits.
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EXPLANATORY FOREWORD
Balance Sheet
This statement shows the Council's balances and reserves and its longterm indebtedness. It also shows the
fixed and net current assets employed in the Council's operations.

Cash Flow Statement
This consolidated statement summarises the inflows and outflows of cash arising from transactions with third
parties for revenue and capital purposes.

Supplementary Statements

.
.

Housing Revenue Account (HRA) Income and Expenditure Account
The Council has a statutory duty to account separately for the provision of local authority housing. The
statement shows the income and expenditure on HRA services included within the whole authority Income
and Expenditure Account.

Statement of Movement on the Housing Revenue Account (HRA) Balance
This statement shows how the HRA Income and Expenditure Account surplus or deficit for the year
reconciles to the movement on the Housing Revenue Account Balance for the year.

Collection Fund Income and Expenditure Account
The Council has a statutory duty to maintain a separate Collection Fund. The fund shows the transactions of
the billing authority (the Council) in relation to National Nondomestic Rates, Council Tax and Community
Charge and how these amounts have been distributed to precepting authorities and to the Council.

3

CAPITAL EXPENDITURE AND BORROWING FACILITIES

4

FUTURE DEVELOPMENTS

Total capital expenditure for the year was £2,717,104 compared to the approved budget of £3,018,600. The main
items of expenditure were council house improvements, the deferred purchase scheme on the Benfleet Council
Offices, computer equipment and expenditure on new public conveniences. The Council sold 11 council houses
during the year. Note 13 to the core financial statements contains full details of the Council's capital expenditure
and shows how it was financed. Note 19 to the core financial statements contains details of the Council's current
borrowing. An overdraft facility is in place with the Cooperative Bank plc to cover shortterm requirements.
The Council plans to ballot its tenants on the transfer of its housing stock to a Registered Social Landlord (Swan
Housing Group) during 2007/08. The costs associated with the proposed transfer, up to the point of ballot, are
incurred by both the General Fund and Housing Revenue Account. If a positive ballot is obtained the General
Fund portion of those costs can be offset against the capital receipt received by the Council. However, if the
ballot is negative, these costs are charged to the General Fund Income and Expenditure Account. At the 31 March
2007, £168,856 has been incurred relating to the General Fund costs, this has been carried forward in the Balance
Sheet as a debtor. To ensure the General Fund is not financially exposed £200,000 has been earmarked to cover
these plus any additional General Fund costs arising in 2007/08 should the ballot be negative. In addition to this
the Council is also due to receive a contribution of £120,000 during 2007/08 from Swan towards these costs.
During 2006/07 the Council commissioned PMP to produce a longterm leisure strategy for the Borough. The
Strategy produced in May 2007, maps out sustainable and affordable options for the future direction for the
service. It also aligns the service with the Council's/community's priorities and is programmed to take advantage
of the potential development opportunities being presented with key partners such as Essex County Council and
the Primary Care Trust. The Council plans to consult with its residents during 2007/08.
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GENERAL FUND REVENUE EXPENDITURE
The net expenditure on General Fund services during the year was £11,636,077 compared to the revised
budget of £12,197,800. This resulted in an increase in reserves for the year of £607,240 which was
£560,601 more than budgeted. £454,400 will be spent on works delayed from 2006/07 to 2007/08.
The table below shows a comparison between the revised budget and actual net expenditure and sources
of finance.
Revised
Note * explanations are shown in note 18 on page 26
Actual
Difference
Budget
Net expenditure
£
£
£
Net expenditure on services
11,914,762
(191,238)
12,106,000
Contribution from Essex County Council towards highways
residual costs
(108,000)
0
(108,000)
Loss on disposal of fixed assets
2,454
(54,246)
56,700
Interest payable and similar charges
597,763
1,363
596,400
Interest and investment income
(589,619)
(17,219)
(572,400)
Pensions interest cost and expected return on pension assets *
308,000
679,000
(371,000)
Reversal of capital related charges
(871,205)
(95,005)
(776,200)
Minimum revenue provision
230,868
(16,332)
247,200
Voluntary revenue provision for capital financing
92,268
(62,832)
155,100
Movement on Pensions Reserve *
58,786
(805,214)
864,000
Total net expenditure

Sources of finance
Demand on the Collection Fund
Surplus transferred from the Collection Fund
General Government Grants
Nondomestic Rates redistribution
Total sources of finance
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12,197,800

11,636,077

(561,723)

6,273,784
105,290
1,117,415
4,747,950

6,273,784
105,290
1,116,257
4,747,986

0
0
(1,158)
36

12,244,439

Transfer to General Fund reserves

(46,639)

USE OF MONEY FOR SERVICES

12,243,317
(607,240)

The following pie charts show in broad terms where the Council's money came from and what the money
was spent on.
Where the money came from

Council T ax - 13.9%

13.9%

10.4%

47.4%

National Non-domestic Rates - 10.4%
Rents - 14.7%
Fees & charges - 9.4%

14.7%
4.2%

9.4%

Other income - 4.2%
Government grants - 47.4%
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(1,122)

(560,601)

EXPLANATORY FOREWORD
What the money was spent on
1.1%

1.8%

8.4%

3.2%

Cultural services - 8.4%

Planning services - 3.2%

Housing services - 18.4%

18.4%

Environmental services - 10.4%
Non distributed costs - 2.7%

Corporate and democratic core - 4.9%

Highways, roads and transport services - 2.9%

44.7%
1.5%

2.9% 4.9%

2.7%

10.4%

Central services to the public - 1.5%

Local tax collection and Housing Benefits - 44.7%
Increase in Reserves - 1.1%
Other - 1.8%

Explanatory Notes

Cultural services includes recreation, sport and the arts, community centres, allotments and open spaces.
Planning services includes building and development control and planning policy.

Housing services includes the cost of maintaining and administering the Council's housing stock and statutory
homelessness functions.

Environmental services includes refuse collection, public conveniences, welfare transport, street cleaning and
cemeteries.
Non-distributed costs are overheads for which no service now benefits.

Corporate and democratic core includes all Members' activities and those corporate activities and costs
which provide the infrastructure that allows services to be provided.
Highways, roads and transport services includes car parks and concessionary fares.

Central services to the public includes the cost of elections, emergency planning, land charges and donations.

Local tax collection and Housing Benefits includes the cost of collecting and administering all
Housing Benefits, Council Tax and National Non-domestic Rates and the cost of all Housing and Council
Tax Benefit payments made to claimants.

7

Other includes interest payable.

HOUSING REVENUE ACCOUNT
The Housing Revenue Account recorded a deficit of £104,049 for the year compared to a revised budget
deficit of £150,600, a difference of £46,551.
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STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS
RESPONSIBILITIES OF THE COUNCIL
The Council is required to:

.
.
.

make arrangements for the proper administration of its financial affairs and to secure that one of its officers has the
responsibility for the administration of those affairs. In this Council, that officer is the Corporate Director
(Resources), Devinia Board FCCA MAAT;
manage its affairs to secure the economic, efficient and effective use of resources and safeguard its assets;
approve the Statement of Accounts.

RESPONSIBILITIES OF THE CORPORATE DIRECTOR (RESOURCES)

The Corporate Director (Resources) is responsible for the preparation of 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 the United Kingdom ('the Code of Practice').
In preparing this Statement of Accounts, the Corporate Director (Resources) has:

.
.
.
.
.

selected suitable accounting policies and then applied them consistently;

made judgements and estimates that were reasonable and prudent;
complied with the Code of Practice.

The Corporate Director (Resources) has also:

kept proper accounting records which were kept up to date;

taken reasonable steps for the prevention and detection of fraud and other irregularities.

This Statement of Accounts presents fairly the financial position of the Council at 31 March 2007 and its income and
expenditure for the year then ended.

Devinia Board FCCA MAAT
Corporate Director (Resources)
20 September 2007

I confirm that these Accounts were approved by the Council at the meeting held on 25 June 2007.
Signed on behalf of Castle Point Borough Council by the Chair of the meeting approving the Accounts.

Councillor Beverley Egan (Mayor)
25 June 2007
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AUDITORS’ REPORT
INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF CASTLE POINT BOROUGH COUNCIL
Opinion on the financial statements

We have audited the financial statements of Castle Point Borough Council for the year ended 31 March 2007 under the Audit
Commission Act 1998, which comprise the Income and Expenditure Account, Statement of the Movement on the General
Fund Balance, the Balance Sheet, the Statement of Total Recognised Gains and Losses, the Cash Flow Statement, the Housing
Revenue Account, the Collection Fund and the related notes. These financial statements have been prepared
under the accounting policies set out within them.

This report is made solely to Castle Point Borough Council in accordance with Part II of the Audit Commission Act 1998 and
for no other purpose, as set out in paragraph 36 of the Statement of Responsibilities of Auditors and of Audited Bodies
prepared by the Audit Commission.
Respective responsibilities of the Corporate Director (Resources) and auditors

The Corporate Director (Resources) responsibilities for preparing the financial statements in accordance with applicable laws
and regulations and the Statement of Recommended Practice on Local Authority Accounting in the United Kingdom
2006 are set out in the Statement of Responsibilities.
Our responsibility is to audit the financial statements in 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 present fairly the financial position of the Authority in
accordance with applicable laws and regulations and the Statement of Recommended Practice on Local Authority
Accounting in the United Kingdom 2006.

We review whether the statement on internal control reflects compliance with CIPFA's guidance 'The statement on
internal control in local government: meeting the requirements of the Accounts and Audit Regulations 2003' issued in
April 2004. We report if it does not comply with proper practices specified by CIPFA or if the statement is misleading or
inconsistent with other information we are aware of from our audit of the financial statements. We are not required to
consider, nor have we considered, whether the statement on internal control covers all risks and controls. We are also not
required to form an opinion on the effectiveness of the Authority's corporate governance procedures or its risk and control
procedures.

We read other information published with the financial statements, and consider whether it is consistent with the audited
financial statements. This other information comprises only the content of the Explanatory Foreword. We consider the
implications for our report if we become aware of any apparent misstatements or material inconsistencies with the
financial statements. Our responsibilities do not extend to any other information.
Basis of audit opinion

We conducted our audit in accordance with the Audit Commission Act 1998, the Code of Audit Practice issued by the
Audit Commission and International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements.
It also includes an assessment of the significant estimates and judgments made by the Authority in the preparation of the
financial statements, and of whether the accounting policies are appropriate to the Authority'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
in 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 irregularity 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 the financial statements present fairly, in accordance with applicable laws and regulations and the
Statement of Recommended Practice on Local Authority Accounting in the United Kingdom 2006, the financial position
of the Authority as at 31 March 2007and its income and expenditure for the year then ended.
PKF (UK) LLP
Ipswich

20 September 2007
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AUDITORS’ REPORT
Conclusion on arrangements for securing economy, efficiency and effectiveness in the use of resources
Authority's Responsibilities

The authority is responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness in its
use of resources, to ensure proper stewardship and governance, and to regularly review the adequacy and effectiveness of
these arrangements.

Under the Local Government Act 1999, the authority is required to prepare and publish a best value performance plan
summarising the authority's assessment of its performance and position in relation to its statutory duty to make
arrangements to ensure continuous improvement in the way in which its functions are exercised, having regard to a
combination of economy, efficiency and effectiveness.
Auditors' Responsibilities

We are required by the Audit Commission Act 1998 to be satisfied that proper arrangements have been made by the
authority for securing economy, efficiency and effectiveness in its use of resources. The Code of Audit Practice issued by
the Audit Commission requires us to report to you our conclusion in relation to proper arrangements, having regard to
relevant criteria specified by the Audit Commission for principal local authorities. We report if significant matters have
come to our attention which prevent us from concluding that the authority has made such proper arrangements. We are not
required to consider, nor have we considered, whether all aspects of the authority's arrangements for securing economy,
efficiency and effectiveness in its use of resources are operating effectively.
We are required by section 7 of the Local Government Act 1999 to carry out an audit of the authority's best value
performance plan and issue a report:
certifying that we have done so;
stating whether we believe that the plan has been prepared and published in accordance with statutory requirements
set out in section 6 of the Local Government Act 1999 and statutory guidance; and
where relevant, making any recommendations under section 7 of the Local Government Act 1999.

..
.

Conclusion

We have undertaken our audit in accordance with the Code of Audit Practice and having regard to the criteria for principal
local authorities specified by the Audit Commission and published in December 2006, we are satisfied that, in all
significant respects, Castle Point Borough Council made proper arrangements to secure economy, efficiency and
effectiveness in its use of resources for the year ending 31 March 2007.
Best Value Performance Plan

We issued our statutory report on the audit of the authority's best value performance plan for the financial year 2006/07 on
19 December 2006. We did not identify any matters to be reported to the authority and did not make any
recommendations on procedures in relation to the plan.
Certificate

We certify that we have completed the audit of the accounts in accordance with the requirements of the Audit Commission
Act 1998 and the Code of Audit Practice issued by the Audit Commission.
PKF (UK) LLP
Ipswich
20 September 2007
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STATEMENT OF ACCOUNTING POLICIES
1

GENERAL

The financial statements have been prepared in accordance with The Code of Practice on Local Authority
Accounting in the United Kingdom 2006: A Statement of Recommended Practice, as issued by the Chartered
Institute of Public Finance and Accountancy (CIPFA).
The accounting convention that has been adopted in the financial statements is historical cost modified by the
revaluation of certain categories of tangible assets.

2

ACCRUALS OF INCOME AND EXPENDITURE

3

VALUE ADDED TAX

4

OVERHEADS AND SUPPORT SERVICES

The accruals concept has been adopted for both income and expenditure on all revenue and capital transactions.
This means that revenue (income) and expenditure (costs) are recognised as they are earned or incurred, not as
money is received and paid.

All transactions are shown net of Value Added Tax (VAT). Local authorities are able to recover a major part of
VAT incurred as input tax from HM Revenue and Customs.
In accordance with the Best Value Accounting Code of Practice the full cost of overheads and support services are
shared between users in proportion to the benefits received from the supply or service, with the exception of
Corporate and Democratic Core and NonDistributed costs. These two categories are accounted for as separate
headings in the Income and Expenditure Account, as part of the Net Cost of Services.

5

STOCKS AND WORKINPROGRESS

6

PROVISION FOR BAD AND DOUBTFUL DEBTS

7

RETIREMENT BENEFITS

Stocks and workinprogress are included in the Consolidated Balance Sheet at the lower of cost or net realisable
value.
Provision has been made in the accounts for potential bad and doubtful debts. Known uncollectable debts have
been written off.
Employees of the Council are members of the Local Government Pension Scheme which is accounted for as a
defined benefits scheme. The operating costs of providing retirement benefits to employees are recognised in the
accounting periods in which the benefits are earned by the employees. The related finance costs and any other
changes in the value of the assets and liabilities are recognised in the accounting periods in which they arise.

The policies reflect the Council's commitment to increase contributions to make up any shortfall in attributable
net assets in the pension fund.

In assessing liabilities for retirement benefits for the 2006/07 Statement of Accounts, the actuary has advised that a
rate of 2.3% real (5.4% actual) is appropriate. Application of this rate has resulted in a decrease in liabilities
measured at today's prices of £2,758,000, adjusted for by an increase in actuarial losses for the year in the
Statement of Total Recognised Gains and Losses. For the 2005/06 Statement of Accounts, a rate based on the
current return on AA corporate bonds and index linked guilts of equivalent currency and term to the scheme
liabilities was used. The actuary has advised that a rate of 2.0% real (4.9% actual) was appropriate.
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STATEMENT OF ACCOUNTING POLICIES
8

9

10
11

OPERATING LEASES

The Council uses operating leases and contract hire to obtain the use of buildings, vehicles and equipment.
Annual rentals are charged directly to the Income and Expenditure Account evenly throughout the period of the
lease.
Assets leased to third parties are recorded as fixed assets and depreciated where appropriate. Rental income
received is credited directly to the Income and Expenditure Account throughout the period of the lease. The
Council has set a de minimis limit of £500 below which income received in relation to operating leases is not
included within the leasing note, on the grounds of immateriality.
GOVERNMENT GRANTS

All government grants and subsidies have been credited to the appropriate revenue and capital accounts. Grants to
cover general expenditure (e.g. Revenue Support Grant) are credited to the foot of the Income and Expenditure
Account after Net Operating Expenditure.
Government grants for Capital purposes have been credited to a Government Grants Deferred Account. Amounts
are released from this account over the useful life of the asset to match the depreciation of the asset to which the
grant relates.
INTANGIBLE FIXED ASSETS

The Council does not have any intangible fixed assets
FIXED ASSETS

Recognition
All expenditure on the acquisition, creation or enhancement of fixed assets has been capitalised on an accruals
basis. The Council operates a de minimis limit of £10,000 below which items will be charged to revenue rather
than to capital on the grounds of immateriality.
Measurement and Impairment
Fixed assets are valued on the basis recommended by CIPFA and in accordance with the Statement of Asset
Valuation Principles and Guidance Notes, issued by the Royal Institution of Chartered Surveyors (RICS).
Fixed assets (excluding land) are classified as follows:
Type of Asset

Council dwellings

Other land & buildings
Infrastructure assets

Community assets

Vehicles, plant,
furniture and
equipment

Nonoperational assets

Valuation Method

Existing use value for social housing
Existing use value
Existing use value
Depreciated replacement cost
Depreciated historical cost

Depreciated historical cost

Estimated Useful Life
(Years)
}
}

}
}

35 to 60
20 to 60
60

60

Depreciated historical cost

3 to 7

Market value

3 to 60
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Revaluations of fixed assets (excluding council houses) are carried out on a rolling fiveyear programme. Council
houses have been revalued as at 1 April 2006 using the Guidance on Stock Valuation for Resource Accounting
issued by the Office of the Deputy Prime Minister. Section 3.4.4 and 3.4.5 of the guidance allows valuers the
ability to vary the rate at which the discount for vacant possession adjustment is made. The valuer has adopted the
discount rate applying to the South East region as it was deemed that the property market in Castle Point
corresponded and conformed with the property market in Kent and the South East region rather than the more
rural aspect of the Eastern region.

Assets are reviewed annually to assess if there is a need for an impairment adjustment. Material changes to asset
valuations are adjusted in the accounts in the year that they occur. A surplus/deficit arising from revaluation is
credited/debited to the Fixed Asset Restatement Account. A deficit arising from an impairment review is debited
to services where it is attributable to the clear consumption of economic benefits, otherwise the loss is written off
against the Fixed Asset Restatement Reserve.
Assets previously acquired under deferred purchase schemes are recognised and included in the balance sheet at
their fair value.

Disposals
When an asset is disposed of the value of the asset in the balance sheet after revaluation, where appropriate, is
written off to the Income and Expenditure Account as part of the gain or loss on disposal. Receipts from disposals
are credited to the Income and Expenditure Account as part of the gain or loss on disposal (netted off against the
carrying value of the asset at the time of disposal).
The written off value of disposals is not a charge against Council Tax, as the cost of fixed assets is fully provided
for under separate arrangements for capital accounting. The amount written off (excluding capital receipts less
than £10,000 and disposal costs which are treated as transactions within the Income and Expenditure Account) is
appropriated from the Statement of Movement of the General Fund Balance to the Capital Financing Account.

Depreciation
Financial Reporting Standard 15 requires that where depreciation is material it should be provided on all assets
other than nonoperational assets which constitute investment properties. However, investment properties that are
held with an unexpired lease of 20 years or less are depreciated over the remaining period of the lease.

12

All operational buildings and vehicles are depreciated on a straightline basis over the period of their useful
economic life.
CAPITAL RECEIPTS

Under the 1985 Housing Act, Council tenants have the right to purchase their dwellings from the Council. The
proceeds of these sales and other asset disposals are known as capital receipts.

Amounts in excess of £10,000 are categorised as capital receipts (receipts of less than £10,000 are accounted for
within the Income and Expenditure Account). Legislation prescribes the ways in which councils may use these
receipts. In 2006/2007 these were:
Paid to the
Usable
Government
Proportion
%
%
Receipts from "right to buy" sales
75
25
Receipts from the sale of other housing assets
50
50
Other receipts
0
100

The Council has taken advantage of an exemption to the regulations requiring local authorities to pay over to the
Government 50% of all capital receipts received from the disposal of housing land, by designating its use for the
delivery of affordable housing or regeneration projects. The usable sums are required to be credited to the Usable
Capital Receipts Reserve on an accruals basis and are immediately available to finance new capital expenditure.
Receipts are appropriated to the Reserve from the Statement of Movement on the General Fund Balance.
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STATEMENT OF ACCOUNTING POLICIES
13

14

CHARGES TO REVENUE FOR FIXED ASSETS

Service revenue accounts and support services are charged with depreciation, amortisation of intangible fixed
assets and impairment losses attributable to the clear consumption of economic benefits, used by the service.

The Council is not required to raise Council Tax to cover depreciation, impairment losses or amortisation.
However, it is required to make an annual provision from revenue to contribute towards the reduction of its overall
borrowing requirement. Depreciation, impairment losses and amortisations are therefore replaced by the revenue
provision in the Statement of Movement on the General Fund Balance, by way of an adjusting transaction within
the Capital Financing Account for the difference between the two.

DEFERRED CHARGES

These represent capital expenditure incurred by the Council on renovation, home repair assistance and disabled
facilities grants awarded to improve or convert private sector dwellings. All expenditure is written off as
expenditure to the relevant service revenue account in the year in which it is incurred. A transfer to the Capital
Financing Account reverses out the amount charged in the Statement of Movement on the General Fund Balance
so that there is no impact on the level of Council Tax.

Other capital expenditure for which the Council will not directly control the economic benefits has been incurred
on Canvey Heights Country Park and a Thames Gateway strategic flood risk assessment. The full cost of the
expenditure of £47,895 has been received in grants and contributions. The income and expenditure has been
allocated to the Income and Expenditure Account in the year.

15

REPAYMENT OF DEBT AND INTEREST CHARGES

16

RESERVES AND PROVISIONS

17

18

The Council makes provision for all scheduled debt repayments. The basis of these payments is dependent on the
type of loan raised. Debt outstanding on assets transferred to Essex County Council and AWG Plc is included in
the accounts as part of the Council's debt. The amount outstanding at 31 March 2007 from Essex County Council
was £71,686. Reimbursement of this debt is received annually. Full repayment from AWG Plc was received in
the year.
Powers are given under the Local Government and Housing Act 1989 for local authorities to keep reserves and
provisions for certain purposes. The Council's reserves are shown separately in the Consolidated Balance Sheet
and reviewed annually to ensure adequacy. Certain reserves are kept to manage the accounting process for
tangible fixed assets and retirement benefits and they do not represent useable resources for the Council, these
reserves are explained under the relevant policies.

The Council held no provisions in either the current or previous year.
REQUIREMENT TO PREPARE GROUP ACCOUNTS

The Council is required to prepare group accounts alongside its own financial statements where it has material
interests in subsidiaries, associates and/or joint ventures. The Council has undergone a process of identifying its
involvement with companies, voluntary organisations and other public bodies to establish whether it has interests
relevant to group accounts and has established that it does not have a requirement to produce group accounts for
2006/07.

REQUIREMENT TO PRODUCE STATEMENT OF ACCOUNTS IN A NEW STATEMENT FORMAT

From 1 April 2006, the Council is required to produce Core Statements and notes followed by Supplementary
Statements and notes. Details of these statements are shown in the Explanatory Foreword. Note 12 to the Core
Financial Statements provides an explanation of the prior period adjustments.
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INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2007

This account summarises the resources that have been generated and consumed in providing services and managing
the Council during the year. It includes all daytoday 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.
NOTES

NET

2005/06

Restated
£

SERVICE EXPENDITURE

690,624
6,411,889
34,249
487,475
879,315
1,794,911
(522,053)

Central services to the public
Cultural, environmental and planning services
Highways, roads and transport services
Housing Revenue Account
Other Housing services
Corporate and democratic core
Nondistributed costs

(162,000)

Contribution from Essex County Council
towards highways residual costs

9,614,410
399,433
447,890
482,852
(409,460)
612,000

11,147,125
6,222,927
120,085
2,325,663
2,513,948

11,182,623
35,498

EXCEPTIONAL ITEMS

1

NET COST OF SERVICES

Loss on disposal of fixed assets
Interest payable and similar charges
2
Contribution of Housing Pooled Capital Receipts
Interest and investment income
Pensions interest cost and expected return on pensions assets
NET OPERATING EXPENDITURE
SOURCES OF FINANCE

Demand on the Collection Fund
Surplus transferred from the Collection Fund
General Government Grants
Nondomestic Rates redistribution
TOTAL

EXPEND

INCOME

£

£

2006/07

2006/07

NET

2006/07
£

16,159,079
13,378,745
3,017,832
6,379,466
16,465,783
2,296,892
421,968

15,236,266
6,143,503
2,397,205
5,865,170
15,658,479
219,393
50,618

922,813
7,235,242
620,627
514,296
807,304
2,077,499
371,350

0

108,000

(108,000)

58,119,765

45,678,634

12,441,131
13,375
487,056
887,153
(589,933)
308,000

13,546,782
6,273,784
105,290
1,116,257
4,747,986

12,243,317

(1,303,465)

SURPLUS/(DEFICIT) FOR THE YEAR
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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 twelve months. However the Council 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.

The payment of a share of housing capital receipts to the Government results in a reduction in the Income and
Expenditure Account, but is met from the capital receipts balance rather than Council Tax.
Retirement benefits are charged as amounts become payable to pension funds and pensioners, rather than as
future benefits are earned.

The General Fund balance shows whether the Council has over or under spent against the Council Tax that 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 statement below summarises the differences between the outturn on the Income and Expenditure Account
and the General Fund Balance.
2005/06
£
(35,498)

£
(Surplus)/Deficit for the year on the Income and
Expenditure Account

(1,164,351)

Net additional amount required by statute and nonstatutory
proper practices to be debited or credited to the General
Fund Balance for the year

(1,781,636)

General Fund Balance brought forward

(1,199,849)
(2,981,485)

2006/07

NOTES

Increase in General Fund Balance for the year

£

1,303,465
11

(1,910,705)

(607,240)
(2,981,485)
(3,588,725)

General Fund Balance carried forward
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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 surplus generated on the Income and Expenditure Account, it includes
gains and losses relating to the revaluation of fixed assets, remeasurement of the net liability to cover the
cost of retirement benefits, the movement in the Collection Fund balance and discounts given by the Council on the
sale of council houses.
For completeness, other movements in reserves and balances are shown after the total recognised gains for the
year to arrive at the movement in reserves and balances for the year.
2005/06

2006/07

£

£

(35,498)

(858,250)

(1,327,000)

33,390

238,000

(1,949,358)

291,785

(200,000)

(1,857,573)

(Surplus)/Deficit for the year on the Income and Expenditure Account
Surplus arising on revaluation of fixed assets

Acturial gains on pension fund assets and liabilities
Movement in Collection Fund balance
Discount on council house sales

1,303,465

(10,103,338)
(3,276,000)
56,658

362,666

Total recognised gains for the year

(11,656,549)

Movement in reserves and balances that do not result in a gain or loss for the
year
Deferred Purchase Scheme expenditure

Principal repayment of Deferred Purchase Scheme

Movement in reserves and balances for the year
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275,900

(200,000)

(11,580,649)

31 March 2006
Restated
£
94,975,060
25,714,707
360,218
21,196
367,045
2,217,151

123,655,377
95,803
123,751,180
43,052
2,916,454
8,282,484
8,810

11,250,800
(5,564,571)
(800,333)
(204,473)
(6,569,377)

128,432,603
(8,629,779)
(169,205)
(172,369)
(10,178)
(16,611,000)

(25,592,531)
102,840,072

2,981,485
341,096
102,505
(16,611,000)
104,824,814
10,873,905
227,500
4,184
95,583
102,840,072

BALANCE SHEET
AS AT 31 MARCH 2007

NOTES

FIXED ASSETS

Council dwellings
Other land and buildings
Vehicles, plant and equipment
Infrastructure assets
Community assets
Nonoperational assets

13
15

TOTAL FIXED ASSETS
Longterm debtors

TOTAL LONGTERM ASSETS
CURRENT ASSETS

14
15
16

Stocks and work in progress
Debtors
Investments
Cash and bank
CURRENT LIABILITIES

17
19

Creditors
Borrowing repayable within 12 months
Bank overdraft

31 March 2007

£

100,896,132
26,822,065
599,743
21,196
373,292
2,448,882

Borrowing repayable over periods of more than 12 months
Government grants deferred
Other grants deferred
Collection Fund
Liability related to defined benefit pension scheme
TOTAL ASSETS LESS LIABILITIES

BALANCES AND RESERVES

General Fund
Housing Revenue Account
Collection Fund
Pensions Reserve
Fixed Asset Restatement Account (FARA)
Capital Financing Account (CFA)
Usable capital receipts
Deferred credits
Major Repairs Reserve
NET WORTH
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131,161,310
111,640
131,272,950

15,428
2,933,046
8,630,427
9,098

(5,776,156)
(200,333)
(132,032)

TOTAL ASSETS LESS CURRENT LIABILITIES

LONGTERM LIABILITES

£

11,587,999

(6,108,521)

136,752,428
19
18

23

(8,429,446)
(253,493)
(246,500)
(123,268)
(13,279,000)

(22,331,707)
114,420,721

3,588,725
237,047
45,847
(13,279,000)
112,571,885
10,628,393
617,500
0
10,324

114,420,721

2005/06
Restated
£
11,473,589
34,500,720
11,185,204
9,778,259
1,452,549
432,097
11,222,067
80,044,485

(1,953,172)
(35,567,828)
0
(10,248,272)
(2,513,948)
(2,261,063)
(19,120,414)
(1,312,642)
(3,798,149)
(5,682,796)
(82,458,284)
(2,413,799)
436,139
(385,711)
2,057,485
(683,345)
(685,349)
(30,000)

(1,398,694)
(1,704,580)
3,500,000
400,333

(2,000,000)

1,900,333
195,753

C A S H FLOW STATEMENT
F O R T H E Y E A R ENDED 31 MARCH 2007
NOTES

REVENUE ACTIVITIES
Cash Outflows
Cash paid to and on behalf of employees
Precepts paid
National Nondomestic Rate payments to national pool
Housing Benefit paid out
Negative Housing Subsidy
Payments to the Capital Receipts Pool
Other operating cash payments
Cash Inflows
Rents (after rebates)
Council Tax receipts
Adjustment to previous years' Community Charge
Nondomestic Rate receipts
Receipts from the National Nondomestic Rate pool
Revenue Support Grant
Housing Benefit Subsidy
Other Government grants
Cash received for goods and services
Other operating cash receipts

£

2006/07

11,137,474
36,261,696
10,243,392
9,189,675
1,637,431
814,911
12,807,191

29
29
29

(577,592)
(36,943,598)
(254)
(10,854,361)
(4,747,986)
(980,320)
(19,310,127)
(1,445,679)
(3,708,092)
(4,612,266)

£

82,091,770

(83,180,275)
(1,088,505)

24
NET CASHFLOW FROM REVENUE ACTIVITIES
RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
Cash Outflows
Interest paid

440,206

Cash Inflows
Interest received

(527,535)

CAPITAL ACTIVITIES
Cash Outflows
Purchase of fixed assets

2,557,638

Cash Inflows
Sale of fixed assets
Capital grants received
Other capital cash receipts

29

NET CASH INFLOW BEFORE FINANCING

MANAGEMENT OF LIQUID RESOURCES
Net increase in short term deposits

FINANCING
Cash Outflows
Repayments of amounts borrowed
Cash Inflows
New loans raised

25 & 26
0

27

4,050,333

27

25 & 26
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(2,602,809)
(1,221,005)

27

27

(INCREASE)/DECREASE IN CASH

(1,636,912)
(529,527)
(436,370)

(3,250,000)

800,333

(420,672)

NOTES TO THE CORE FINANCIAL STATEMENTS
1

EXCEPTIONAL ITEM (CONTRIBUTION FROM ESSEX COUNTY COUNCIL TOWARDS
HIGHWAYS RESIDUAL COSTS)

The Council acted as an agent for Essex County Council for maintaining highways in the Borough until the
contract terminated on 31 March 2005. The Council has received income from Essex County Council to
compensate in part for the residual costs that still remain after the service transferred back to Essex County
Council.

2

HOUSING CAPITAL RECEIPTS PAID TO GOVERNMENT POOL

3

MEMBERS' ALLOWANCES

The Council is required to pay a proportion (75%) of specified housing related capital receipts into a Government
pool for redistribution. The amounts paid to the pool are disclosed as expenditure after Net Cost of Services. To
ensure that no charge is made against Council Tax the deficit is reversed out in the Statement of Movement in the
General Fund Balance.
Set out below, as required by Regulations, is the total of Members' Allowances paid in the year:

Basic Allowance
Special Responsibility Allowance

Total
4

2005/06
£

111,062
53,517

2006/07
£

114,006
56,157

164,579

170,163

OFFICERS' EMOLUMENTS

Regulations require disclosure of the numbers of staff whose remuneration fell in each band of a scale in multiples
of £10,000, starting with £50,000.

The Regulations define remuneration as:
all sums paid to or receivable by an employee (taxable remuneration, after deduction of pension
contributions, as declared on form P60 and redundancy payments);
expense allowances chargeable to tax (such as professional subscriptions and car allowances as declared
on form P11D);
the money value of benefits (such as cars).

.
.
.

The numbers of staff whose remuneration fell within the following ranges were:

£50,000  £59,999
£60,000  £69,999
£70,000  £79,999
£80,000  £89,999
£90,000  £99,999
£100,000  £109,999
£110,000  £119,999
£120,000  £129,999
Total

2005/06
Number

2006/07
Number

6

7

1
4
0
0
1
0
0
0

1
1
2
2
0
0
0
1
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NOTES TO THE CORE FINANCIAL STATEMENTS
5

BUILDING CONTROL CHARGING ACCOUNT

The statement below shows the total cost of providing a Building Control service, divided between chargeable and
nonchargeable activities:
Non
Chargeable
Chargeable
Total
£
£
£
Expenditure
Employees
155,111
83,521
238,632
Transport related expenses
7,905
4,256
12,161
4,405
2,372
6,777
Supplies and services
0
2,965
Third party payments
2,965
36,245
103,558
Support services
67,313
Total expenditure

Income
Building regulation charges

Total income

Deficit for the year
2005/06
Expenditure
Income

Deficit for the year

6

237,699

126,394

364,093

228,655

0

228,655

228,655

228,655

(9,044)

(126,394)

(135,438)

233,489
194,880

123,181
3,003

356,670
197,883

(38,609)

(120,178)

(158,787)

The Council is required to carry forward any surplus or deficit made on the chargeable account over a 3 year
rolling period in order to try to achieve a breakeven position. The surplus/deficit is transferred to the Building
Control Reserve provided the balance on the reserve does not go into deficit. The total over the last three years is
a deficit of £140,345. This represents use of the surplus achieved in earlier years. The chargeable total for the
overall period since the creation of the reserve in 2001/02 is a deficit of £989 which has been charged to the
General Fund.
PUBLICITY EXPENDITURE

Set out below, as required by Regulations, are details of spending on publicity:

Staff recruitment  General Fund
 Housing Revenue Account
Council newspaper
Other advertising  General Fund
 Housing Revenue Account
Total
7

0

2005/06
£

2006/07
£

100,443

111,295

50,654
0
22,313
27,212
264

DISCRETIONARY EXPENDITURE

50,625
9,134
22,418
29,118
0

Section 137 of the Local Government Act 1972, as amended, empowers local authorities to make contributions to
certain charitable funds, notforprofit bodies providing a public service in the United Kingdom and mayoral
appeals. The Councils expenditure under this power was £145,080 (£158,585 in 2005/06) mainly on donations to
voluntary bodies in the local area.
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NOTES TO THE CORE FINANCIAL STATEMENTS
8

AUDIT COSTS

Set out below, as required by Regulations, is the total of fees incurred relating to external audit and inspection
carried out by the appointed auditor:
2005/06
2006/07
Restated
£
£

Fees payable with regard to external audit services
Fees payable in respect of statutory inspection

155,650

34,873

35,000

15,642

Fees payable for the certification of grant claims and returns

9

172,125

Total

17,976

222,640

RELATED PARTY TRANSACTIONS

208,626

The Council is required to disclose material transactions undertaken during the year with related parties. Related
parties include Central Government, Members, Chief Officers and partner bodies.

Central Government effectively has control over the general operations of the Council. It is responsible for
providing the statutory framework within which the Council operates, provides the majority of its funding in the
form of grants and prescribes the terms of many transactions that the Council has with other parties (e.g. Housing
Benefits). Details of transactions with Central Government are set out in note 29.
In order to identify related party transactions, all relevant Members and Chief Officers were asked to complete a
declaration of interests. Declarations were received from all relevant individuals.
During the year, transactions with related parties arose as follows:

Castle Point Golf & Leisure Ltd
Councillor W Sharp is a director of Castle Point Golf &
Leisure Ltd. The company surrendered the golf driving
range lease to the Council in June 2001. The agreement
provided for payments to be made to the company over a
period of 15 years.

10

Essex Ford Group
Councillor M Reilly was elected on 8 September 2005
and is a director of Essex Motors Ltd, which trades as
Essex Ford Group. Payments made to Essex Ford Group
relate to vehicle parts.

2005/06
Receipts
Payments
£
£
0

10,500

0

1,739

2006/07
Receipts
Payments
£
£
0

10,500

0

794

STATEMENT OF MOVEMENT ON THE GENERAL FUND BALANCE

The Council's objective is to maintain General Fund balances at a minimum level of £1,000,000. The increase in
the General Fund balance at the end of the year was £560,601 against a budgeted increase of £156,539. Of this
underspend, £454,400 has been carried forward to match commitments taken into the new financial year.
In addition to the General Fund (General) Reserve, the Council earmarked £100,000 of its reserves to cover the
potential payment of VAT, which was not called upon during the year. This will be returned to the General Fund
Reserves. £225,300 was also earmarked for specific backlog maintenance works of which £115,400 remained
unused at the year end. This balance will be carried forward to the new financial year.
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NOTES TO THE CORE FINANCIAL STATEMENTS
11

A BREAKDOWN OF THE AMOUNTS ADDITIONAL TO THE SURPLUS OR DEFICIT
ON THE INCOME AND EXPENDITURE ACCOUNT THAT ARE REQUIRED TO BE
CREDITED OR DEBITED TO THE GENERAL FUND FOR THE YEAR
2005/06
£

(709,784)

(313,025)
49,359
(224,714)
(407,913)
(964,000)

(2,570,077)

240,479

(482,852)
1,749,000
1,506,627

(149,397)
58,421
(9,925)
(100,901)
(1,164,351)

£
Amounts included in the Income and Expenditure Account
but required by statute to be excluded when determining
the Movement on the General Fund Balance for the year

Depreciation and impairment of fixed assets
Excess depreciation charged to Housing Revenue Account
services over Major Repairs Allowance element of Housing Subsidy
Government and other grants deferred amortisation
Write down of deferred charges to be financed from capital
resources
Net loss on sale of fixed assets
Net changes made for retirement benefits in accordance with
FRS 17
Amounts not included in the Income and Expenditure
Account but required to be included by statute when
determining the Movement on the General Fund Balance
for the year

Minimum revenue provision for capital financing
Transfer from Useable Capital Receipts to meet payments to
Housing Capital Receipts Pool
Employer's contributions payable to the Pension Fund
Transfers to or from the General Fund Balance that are
required to be taken into account when determining the
Movement on the General Fund Balance for the year
Housing Revenue Account balance
Voluntary revenue provision for capital financing
Transfer to Building Control Reserve

Net additional amount required to be credited to the General
Fund balance for the year
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2006/07

£

(925,856)
(416,513)
89,985
0
(46,255)

(1,752,000)

(3,050,639)

230,868

(887,153)
1,808,000

(104,049)
92,268
0

1,151,715

(11,781)
(1,910,705)

NOTES TO THE CORE FINANCIAL STATEMENTS
12

PRIOR PERIOD ADJUSTMENTS

In the 2006/07 Statement of Accounts, the Council has adopted three significant new accounting policies that
impact on the comparative figures for 2005/06 in the Income and Expenditure Account:

.
.
.

capital financing charges representing the use of fixed assets are no longer made to service revenue
accounts and support services;
credits for government grants deferred are now charged to services revenue accounts and support services
rather than being credited as a corporate item;
gains and losses on the disposal of fixed assets are now recognised in the Income and Expenditure
Account.

These changes have had the following impact on the comparative figures for 2005/06 compared with those
published in the 2005/06 Statement of Accounts (only those figures that have changed are included in this table):

Central services to the public
Cultural, environmental and
planning services
Highways, roads and transport
services
Housing Revenue Account
Other Housing Services
Corporate and democratic core
Nondistributed costs

Impact on Net Cost of
Services

Loss on the disposal of fixed
assets
Asset management revenue
account (interest payable and
similar charges in 2006/07)
Impact on Net Operating
Expenditure

Consolidated
Revenue
Account in
2005/06
Statement of
Accounts
£

Removal
of capital
financing
charges

7,199,560

101,851
3,839,417
900,284
1,875,291
(489,296)

(738,312)

(67,602)
(3,351,942)
(20,969)
(80,380)
(32,757)

(49,359)

14,176,168

749,061

£

(66,917)

Relocation
Recognition
of
of gains and
government
losses on
grants
disposal of
deferred
fixed assets
credits
£
£

2005/06
Comparatives
in Income
and
Expenditure
Account
£

0

8,480

0
0
0
0
0

0
0
0
0
0

34,249
487,475
879,315
1,794,911
(522,053)

(4,358,879)

(49,359)

8,480

9,776,410

0

0

0

399,433

399,433

(3,960,348)

4,358,879

9,359

0

447,890

10,215,820

0

0

407,913

10,623,733

0

690,624

6,411,889

The Local Authority Business Growth Incentive Grant was previously shown as an exceptional item, it is now
included within the Sources of Finance section as General Government Grants. This has increased Net Cost of
Services and Net Operating Expenditure by £64,600.

The Balance Sheet has also been restated. The Collection Fund previously shown within Balances and Reserves
has been split to show the Council's proportion of the balance within Balances & Reserves and the amounts due to
be paid to precepting authorities (on whose behalf we collect Council Tax) allocated between Creditors payable
within 12 months and Creditors payable more than 12 months. Other changes relate to the presentation of items
within the Balance Sheet.
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13

FIXED ASSETS

Intangible fixed assets

The Council does not hold any intangible fixed assets.
Tangible fixed assets

The Council has reappointed Wilks Head and Eve to carry out a further phased revaluation over a fiveyear
period of the freehold and leasehold properties that comprise the Council's property portfolio (excluding Council
houses). The second phase of the current revaluation took place in April 2006, when assets were valued as at
1 April 2006. The valuations provided were in accordance with the CIPFA Code of Practice on Local Authority
Accounting in the United Kingdom, except that not all the properties were inspected. This was neither practicable
nor considered by the valuer to be necessary for the purpose of the valuations. External visual inspections were
carried out on all of these properties, however a detailed inspection was carried out on certain properties where
necessary. The Council also appointed Wilks Head and Eve to carry out a desktop revaluation of the Council's
housing assets as at 1 April 2006, the valuation took place in April and May 2006.

Plant and machinery that is considered to form part of the building or service installation is included in the
valuation. Properties regarded by the Council as operational were valued at existing use value or where this
could not be assessed because there was no market for the subject asset, depreciated replacement cost. Properties
regarded as nonoperational have been valued at market value.
Housing Revenue Account properties were valued at existing use value for social housing or existing use value
using a beacon approach. This approach involves selecting individual properties for valuation as being
representative of a group of properties.
Numbers of major tangible fixed assets owned by the Council

31/3/06
Number
Council dwellings
1,564
Council garages
432
Council offices
3
Depots and workshops
2
Public conveniences
8
Offstreet car parks
12
Leisure centres including pools
2
Civic halls
7
Heritage Centre
1
Open spaces including recreation grounds
41
Golf course
1
Golf course driving range
1
Golf course shop
1
Cemeteries
4
Allotment sites
8
Total

2,087

Tangible fixed asset transactions

31/3/07
Number
1,553
432
3
2
8
12
2
7
1
39
1
1
1
4
8
2,074

The amount shown in the table below has no increase to asset value, and also within additions under the category
of Other Land & Buildings for £275,900 relates to the payment of principle and interest for a deferred purchase
agreement. This agreement commenced 9 January 1990 and was amended 23 January 1996. The last payment
will be made during 2010/11.
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Movements in fixed assets during the year were as follows:
Operational Assets

Certified valuation
31 March 2006

Accumulated
Depreciation

Net Book Value
31 March 2006

Revaluation

Impairment review
Category transfer
Additions

No increase to asset
value

Council
Dwellings
£

96,345,542

Other Land
and Buildings
£

26,739,427

Vehicles
Plant etc
£

474,415

Infra
structure
£

21,196

Community
Assets
£

367,045

Total
Operational
£

123,947,625

(1,370,482)

(1,024,720)

(114,197)

0

0

(2,509,399)

94,975,060

25,714,707

360,218

21,196

367,045

121,438,226

0

(128,118)

0

0

0

(128,118)

513,753

695,971

0

6,247

2,357,084

(275,900)

0

0

0

(275,900)

7,805,324
0

1,141,113

0

1,973,486

0

(33,045)

0

0

Net Book Value
31 March 2007

(527,818)

(144,079)

0

0

(2,144,262)

100,896,132

26,822,065

599,743

21,196

373,292

128,712,428

Certified valuation
31 March 2006
Accumulated
Depreciation

Net Book Value
31 March 2006
Revaluation

Impairment review
Category transfer
Additions

No increase to asset
value
Disposals

Depreciation in year
Net Book Value
31 March 2007

Surplus
Assets

Total Non
operational

1,961,414

331,421

(75,684)

0

1,885,730

331,421

0

0

124,685

2,292,835 126,240,460
(75,684)

(2,585,083)

2,217,151 123,655,377
324,528

10,103,338

0

33,045

0

0

2,357,084

0

0

0

(275,900)

(125,153)

(689)

(125,842)

1,918,307

530,575

33,045
0

0

199,843

Total
Assets
£

0
0
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0

0

(128,118)

(2,280,367)

(2,270,104)

2,448,882 131,161,310

0

(33,045)

(1,472,365)

Investment
Properties
£

0

0

9,778,810

(1,553,000)

Nonoperational
Assets

(312,367)

0

Disposals

Depreciation in year

(415,000)

0

(2,280,367)

NOTES TO THE CORE FINANCIAL STATEMENTS
Main items of capital expenditure

Council house improvements
Benfleet Council Offices deferred purchase agreement
Computer systems
New public conveniences

2005/06
£

2006/07
£

1,280,853

1,986,221

961,873
291,785
27,195
0

Total

1,141,113
275,900
347,022
222,186

Financing of capital expenditure in 2006/07

The financing of capital expenditure is shown in terms of the capital financing requirement in line with the
requirements of the Prudential Code.
2005/06
£

Opening Capital Financing Requirement

7,595,650

7,663,363

14,500
590,246
1,835,976
48,281

0
327,737
2,357,083
32,284

(202,050)
(1,720,340)
(498,900)

(363,942)
(1,951,786)
(523,136)

67,713

(121,760)

67,713

(121,760)

Capital investment
Intangible assets
Deferred charges
Operational assets
Long term debtors

Sources of Finance
Capital receipts
Government grants and other contributions
Sums set aside from Revenue
Closing Capital Financing Requirement

7,663,363

Explanation of movements in year

Increase/(decrease) in underlying need to borrow
(unsupported by Government financial assistance)

14

2006/07
£

Increase/(Decrease) in Capital Financing
Requirement
STOCKS AND WORK IN PROGRESS

7,541,603

The following table shows work in progress, valued at prime cost and represents the value of work which was not
completed at 31 March and therefore not charged to the persons or bodies concerned. Stocks are valued at the
lower of cost or net realisable value.
Work in progress
Rechargeable works

Stocks

Total

31/3/06
£

873

31/3/07
£

42,179

0

15,428

43,052

15,428
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DEBTORS

31/3/06
£

Amounts falling due within one year
Government departments
HM Revenue and Customs
Essex County Council
AWG Plc
National Nondomestic Ratepayers
Council Tax payers
Housing rents
Housing benefit overpayments
Sundry debtors

715,156
102,598
196,971
123
52,875
1,302,152
216,439
268,234
1,437,410

Less provisions for bad and doubtful debts
Sundry debtors  General Fund
Housing rents
Housing benefit overpayments
National Nondomestic Ratepayers
Council Tax payers

(232,995)
(88,425)
(191,900)
(34,546)
(827,638)

Shortterm debtors

Amounts falling due after one year
Mortgages
Housing Associations
Charge on property re section 189 works
Longterm debtors

459,884
125,281
135,766
0
97,323
1,301,533
303,666
565,039
1,294,754

4,291,958

4,283,246

2,916,454

2,933,046

33,435
14,088
48,280

13,585
14,067
83,988

95,803

Total

31/3/07
£

3,012,257

(146,276)
(56,610)
(265,839)
(33,167)
(848,308)

111,640

3,044,686

Included within Sundry debtors above is £168,856 of housing stock transfer costs which are contingent upon
delivery of a capital receipt. Further details can be found in note 4 to the explanatory foreword.

16

INVESTMENTS

17

CREDITORS

The Council had surplus funds of £8,630,427 as at 31 March 2007 (£8,282,484 as at 31 March 2006). Of this
£2,130,379 was invested with the Cooperative Bank plc, £1,000,000 with Nationwide Building Society,
£2,500,000 with HBOS Treasury Services, £3,000,000 with Bristol & West Building Society and £48 in
Consolidated Loan Stock.
31/3/06
Restated
£

Government departments
HM Revenue and Customs
Essex County Council
National Nondomestic Ratepayers
Council Tax payers
Housing rents
Related parties  Essex Ford
Sundry creditors

837,659
203,741
1,156,081
176,022
420,419
68,295
11
2,702,343

Total

5,564,571
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31/3/07
£

1,207,316
187,786
1,145,988
130,166
426,287
49,194
17
2,629,402

5,776,156
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RETIREMENT BENEFITS AND NET PENSION LIABILITY

As part of the terms and conditions of employment of its employees, the Council offers retirement benefits.
Although these benefits will not actually be payable until the employees retire, the Council has a commitment
to make future payments which need to be disclosed at the time that employees earn their future entitlement.

The Council participates in the Local Government Pension Scheme administered by Essex County Council. This
is a funded scheme, meaning that the Council and employees pay contributions into a fund, calculated at a level
intended to balance the pensions' liabilities with investment assets.
The Council recognises the cost of retirement benefits in the Net Cost of Services when they are earned by
employees, rather than when the benefits are eventually paid as pensions. However, the charge the Council is
required to make against Council Tax is based on the cash payable in the year, so the real cost of retirement
benefits is reversed out of the Statement of Movement in the General Fund Balance.
The following transactions have been made in the Income and Expenditure Account and the Statement of
Movement in the General Fund Balance during the year:

Income and Expenditure Account
Net Cost of Services
 current service costs
 past service costs
 past service gain
 curtailment loss
Net Operating Expenditure
 expected return on assets
 interest on pension liabilities

Net charge to the Income and Expenditure Account

Statement of Movement in the General Fund Balance
 reversal of net charges made for retirement benefits in
accordance with FRS 17
 employer's contributions payable to the scheme

Net change on Statement of Movement in the General Fund
Balance

2005/06
£

2006/07
£

1,109,000
9,000
(864,000)
98,000

1,147,000
297,000
0
0

(2,244,000)
2,856,000

(2,617,000)
2,925,000

(964,000)
1,749,000

(1,752,000)
1,808,000

785,000

56,000

964,000

1,752,000

The underlying assets and liabilities in relation to retirement benefits that are attributable to the Council at
31 March are as follows:

Estimated share of assets in ECC Fund
Less estimated liabilities in ECC Fund

Net pensions liability

31/3/06
£

43,480,000
(60,091,000)

(16,611,000)

31/3/07
£

46,495,000
(59,774,000)

(13,279,000)

The net pensions liability shows the underlying commitment that the Council has to pay future retirement benefits.
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The last full actuarial valuation of the Fund was carried out as at 31 March 2004. The approach adopted by the
Actuary in completing the Financial Reporting Standard 17 (FRS17) disclosure information as at 31 March 2007
is in accordance with CIPFA guidance. The approach broadly assumes that the experience of the Fund will be in
line with the actuarial assumptions used for FRS17 purposes, other than investment returns where the actual
experience was used for the year to 31 March 2007.
The actuarial assumptions used in the calculations are as follows:
Inflation rate
Rate of increase in salaries
Rate of increase in pensions
Discount rate
Proportion of employees opting to take a commuted lump sum

2005/06
%

2006/07
%

2.90
4.40
2.90
4.90
50.00

3.10
4.60
3.10
5.40
50.00

Assets in the ECC Pension Fund are valued at fair value, (principally market value for investments) and consist of
the following categories, by proportion to the total assets held by the fund:

Equities
Government bonds
Other bonds
Property
Cash/liquidity

Total

Expected
Return
%

Fair value
31/3/06

£

7.50
4.70
5.40
6.50
5.25

30,653,000
4,522,000
2,435,000
5,044,000
826,000

%

£

70.50
10.40
5.60
11.60
1.90

43,480,000

32,221,000
4,603,000
2,929,000
5,812,000
930,000

100.00

Differences
between the
expected and
actual return on
assets

Differences
between actuarial
assumptions
about liabilities
and actual
experience

Changes in
demographic and
financial
assumptions used
to estimate
liabilities

Total
gains/(losses)

%

69.30
9.90
6.30
12.50
2.00

46,495,000

Actuarial gains and losses expressed as an amount and a percentage are as follows:
2002/03
£'000
%

Fair value
31/3/07

100.00

2003/04
£'000
%

2004/05
£'000
%

2005/06
£'000
%

2006/07
£'000
%

(7,918)

(30.9)

4,221

13.4

1,607

4.7

6,802

15.6

518

1.1

0

0

0

0

1,037

1.9 (1,122)

(1.9)

0

0

0

0

0

0

(8,008)

(15.0) (4,353)

(7.2)

2,758

4.6

(5,364)

1,327

(7,918)

4,221
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Changes to the Local Government Pension Scheme permit employees retiring on or after 6 April 2006 to take an
increase in their lump sum payment on retirement in exchange for a reduction in their future annual pension.
On the advice of our actuaries it is assumed that 50% of employees retiring after 6 April 2006 will take advantage
of this change to the pension scheme. Our actuaries advised that this reduced the value of the Council's pension
liabilities by £864,000 and this was included within Non Distributed Costs on the face of the Income and
Expenditure Account in 2005/06.

19

Further information can be found in Essex County Council's Pension Fund Annual Report, which is available on
the Essex County Council website (www.essexcc.gov.uk) or upon request from Essex County Council,
Financial Strategy and Investments, County Hall, Chelmsford, Essex, CM1 1LX, (telephone 01245 431412;
email pensions.investments.web@essexcc.gov.uk,).

BORROWING

Public Works Loan Board
Mortgages
Deferred purchase arrangement

Total

Range of interest
rates payable
%

31/3/06
£

3.7000  9.3750
6.1250
7.9425

8,425,112
5,000
1,000,000

Less repayable within 12 months

Maturing

Between 1 and 2 years
Between 2 and 5 years
Between 5 and 10 years
After more than 10 years
Total

20

Total

8,629,779

8,629,779

8,429,446

(200,333)

31/3/07
£

200,333
1,601,000
4,826,779
2,001,667

200,333
901,000
2,076,779
5,251,334

8,629,779

8,429,446

ANALYSIS OF NET ASSETS EMPLOYED

General Fund
Housing Revenue Account

21

31/3/06
£

7,825,113
4,666
800,000

9,430,112

(800,333)

Longterm borrowing

31/3/07
£

31/3/06
Restated
£

31/3/07
£

8,168,298
94,671,774

14,197,082
100,223,639

102,840,072

114,420,721

EVENTS AFTER THE BALANCE SHEET DATE

The financial statements have been authorised for issue on 25 June 2007 by the Council. This establishes the date
after which events have not been recognised in the Statement of Accounts. The Council has no events after the
balance sheet date to report.
Page 28

NOTES TO THE CORE FINANCIAL STATEMENTS
22

LEASES

Disclosure by lessee

The amounts paid under operating leases during the year are as follows:

Land and buildings
Vehicles, plant and equipment
Total

2005/06
£

2006/07
£

1,003,753
370,664

1,056,740
297,713

1,374,417

1,354,453

The Council was committed at 31 March 2007 to making payments of £1,209,375 under operating leases in
2007/08 as follows:

Leases expiring within 1 year
Leases expiring between 2 and 5 years
Leases expiring after 5 years

Total

Land and Buildings
31/3/06
31/3/07
£
£
3,185
541,714
507,692

1,052,591

32,674
506,069
539,934

1,078,677

Vehicles, Plant and
Equipment
31/3/06
31/3/07
£
£
76,529
225,187
34,873

336,589

39,012
91,284
402

130,698

Disclosure by lessor

The Council received rental income to the value of £234,737 in 2006/07 (£124,284 in 2005/06) for assets that
are leased to third parties.

23

The gross value of land and building assets held by the Council for use as operating leases was £2,955,814.
These were subject to depreciation of £126,451 to 31 March 2007 (£2,682,565 and subject to depreciation
of £88,249 to 31 March 2006).

RESERVES

Fixed Asset Restatement Account

The movements during the year were as follows:

2006/07
£

Balance at 1 April 2006

104,824,814

Balance 31 March 2007

112,571,885

Revaluation of assets
Repayment of principal of deferred purchase scheme
Acquisitions and enhancements
Disposals
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10,103,338
200,000
(275 900)
(2,280,367)
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Capital Financing Account

The movements during the year were as follows:

£

Balance at 1 April 2006

Financing of fixed assets
from capital receipts
from Major Repairs Reserve

2006/07

10,873,905

363,942
1,141,113

Total for Financing of fixed assets

Net deficit for the year
Minimum revenue provision
Additional revenue provision
Government grants applied
Unamortised capital grants on disposal
Depreciation
Impairment charges
Housing Revenue Account
 dwelling depreciation
 garage depreciation

£

1,505,055

230,868
92,268
89,985
234,532
(797,738)
(128,117)

(1,455,036)
(17,329)

Total for Net deficit for the year
Balance 31 March 2007

(1,750,567)

10,628,393

Useable capital receipts

The movements during the year were as follows:

£

Balance at 1 April 2006
Capital receipts
Costs

2006/07

1,652,017
(10,921)

Pooled capital receipt passed to the Government
Receipts used for financing

Balance 31 March 2007

£

227,500

1,641,096
(887,154)
(363,942)
617,500

The balance carried forward of £617,500 includes an amount of £227,500 to be used to resource capital expenditure
in relation to affordable housing.
General Fund

The General Fund balance of £3,588,725 includes £1,527,000 that has been earmarked to fund backlog repairs and
maintenance and Disability Discrimination Act and Health and Safety issues. A further £200,000 has also been
earmarked for housing stock transfer preballot costs (further details can be found in note 4 to the Explanatory
Foreword).
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Summary of the Movement in Reserves

The Council has the following reserves on the Balance Sheet. Some are required to be held for statutory reasons
and some are needed to comply with proper accounting practice.
Reserve
General Fund

Housing
Revenue.
Account
(HRA)

Balance
1 April
2006
£

2,981,485

Net
movement
in year
£

607,240

Balance
31 March
2007
£

Purpose of Reserve

3,588,725

341,096

(104,049)

237,047

102,505

(56,658)

45,847

Pension
Reserve

(16,611,000)

3,332,000

(13,279,000)

Fixed Asset
Restatement
Account

104,824,814

7,747,071

112,571,885

10,873,905

(245,512)

10,628,393

Useable
Capital
Receipts

227,500

390,000

617,500

Deferred
Credits

4,184

(4,184)

0

95,583

(85,259)

10,324

102,840,072

11,580,649

114,420,721

Collection
Fund

Capital
Financing
Account

Major Repairs
Reserve
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Further Detail of
Movements

Resources available to
meet the future running
costs for Council
services excluding
council houses.
Resources available to
meet the future running
costs of council houses.

Statement of
Movement on the
General Fund
Balance. See note
above.
HRA Statements and
notes.

Any balance on this
reserve is held until it is
redistributed to council
tax payers when the
following year's
Council Tax is set.

Collection Fund
Income and
Expenditure Account
and notes.

Accumulation of gains
on revaluation of fixed
assets.

Shown in the detailed
note above.

Balancing account to
allow inclusion of
Pensions Liability in
the Balance Sheet.

Retirement benefits
and net pension
liability, note 18.

Accumulation of capital
resources set aside to
meet past expenditure.

Shown in the detailed
note above.

Proceeds from the sale
of fixed assets available
to meet future capital
investment.

Shown in the detailed
note above.

Resources available to
meet capital
investments in council
housing.

Statement of
Movement on the
HRA Balance and
notes.

Proceeds from the sale
of assets which are
received in instalments
over a period of time.
These relate to
mortgage loans made
for sales of council
houses.
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RECONCILIATION OF INCOME AND EXPENDITURE ACCOUNT SURPLUS WITH NET
CASH FLOW

Ł

2005/06
Restated

(35,498)
188,784
(155,394)

Income and Expenditure Account (surplus)/deficit
Collection Fund (surplus)/deficit
Collection Fund due to preceptors
Noncash transactions
Depreciation and impairment of fixed assets
Depreciation on HRA dwelling and garages
Government and other grants deferred amortisation
Write down of deferred charges
Net loss on sale of assets
Movement in pension reserve

(709,784)
(1,370,481)
49,359
(224,714)
(407,913)
785,000

Items on an accruals basis
Decrease in stocks
Decrease/(increase) in debtors
(Increase)/decrease in creditors

(9,996)
(667,388)
194,654

Items included in another classification in the
cash flow statement
Interest paid
Interest received

(436,139)
385,711

Net cash flow from revenue activities
25

£

(2,108)

(1,878,533)

(482,730)

(50,428)

(2,413,799)

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT
2005/06
Ł

(Increase)/decrease in cash in the period
Cash used to repay debt
Increase in borrowing
Cash used to increase liquid resources
Change in net debt
Net debt as at 1 April

195,753
(400,333)
2,000,000
(3,500,000)

(420,672)
(4,050,333)
3,250,000
0

1,343,291

122,286

(1,704,580)
3,047,871

Net debt as at 31 March
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2006/07
£

(1,221,005)
1,343,291

£

2006/07

1,303,465
364,249
(307,591)

(925,856)
(1,472,366)
89,985
0
(46,255)
56,000
(27,624)
795,173
(1,005,014)

(440,206)
527,535

£

1,360,123

(2,298,492)

(237,465)

87,329

(1,088,505)
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ANALYSIS OF CHANGES IN NET DEBT

Cash and bank
Bank overdraft
Temporary investments available on demand

Decrease in cash
Debt due within 1 year
Debt due after 1 year
Other temporary investments
Net cash flow

27

31/3/07
Balance
£
(9,098)
132,032
(2,130,379)

Movement
In The Year
£
(288)
(72,441)
(347,943)

1,343,291

122,286

(1,221,005)

(1,586,773)
800,333
8,629,779
(6,500,048)

(2,007,445)
200,333
8,429,446
(6,500,048)

ANALYSIS OF THE CHANGES IN THE MANAGEMENT OF LIQUID RESOURCES AND
FINANCING

Borrowing
Public Works Loan Board
Mortgages
Deferred purchase scheme
Total borrowing

Less temporary investments
28

31/3/06
Balance
£
(8,810)
204,473
(1,782,436)

LIQUID RESOURCES

Temporary investments
Less temporary investments available on demand

Liquid Resources

31/3/06
Balance
£

8,425,112
5,000
1,000,000

31/3/07
Balance
£

(420,672)
(600,000)
(200,333)
0

Movement
In The Year
£

7,825,113
4,666
800,000

(599,999)
(334)
(200,000)

(6,500,048)

(6,500,048)

0

31/3/06
Balance
£

31/3/07
Balance
£

(6,500,048)

(6,500,048)

9,430,112

2,930,064

(8,282,484)
1,782,436
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8,629,779
2,129,731

(8,630,427)
2,130,379

(800,333)
800,333

Movement
In The Year
£

(347,943)
347,943
0
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ANALYSIS OF GOVERNMENT GRANTS

2005/06
Restated
£

2006/07

Revenue Support Grant
Housing benefit subsidy
National Nondomestic Rates administration grant
Housing benefit administration grant
Housing benefit verification framework grant
Housing benefit performance standard funding
Housing benefit review programme
Discretionary housing payment grant
Homelessness revenue grant
Planning delivery grant
Building Safer Communities grant
Building Capacity Fund
Waste minimisation and recycling grant
Customer Relationship Management performance standard funding
Waste performance efficiency grant
Local Authority business growth incentive grant
Implementation of smokefree legislation grant
Electoral service funding
Radioactive contaminated land grant

(2,261,063)
(19,120,414)
(81,690)
(420,906)
(21,785)
(67,017)
0
(22,851)
(45,000)
(224,405)
(130,181)
(73,853)
(110,133)
(38,227)
(11,994)
(64,600)
0
0
0

(980,320)
(19,310,127)
(81,417)
(491,478)
0
0
(840)
(8,406)
(60,000)
(326,180)
(125,292)
(103,407)
0
(54,426)
(35,829)
(135,937)
(7,286)
(14,051)
(1,130)

Revenue grants

(22,694,119)

(21,736,126)

Implementing electronic government (IEG) grant
Disabled facilities grants
Waste performance efficiency grant
Strategic flood risk assessment
Waste minimisation and recycling grant
Customer Relationship Management performance standard funding
Contaminated land grant
Decent homes capital allocation grant

(150,000)
(116,000)
(15,421)
0
(197,406)
(206,522)
0
0

0
(140,000)
(35,830)
(96,214)
0
(6,761)
(70,190)
(180,532)

Capital grants

(685,349)

(529,527)

Revenue grants

Capital grants

(23,379,468)

Total grants
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£

(22,265,653)

HOUSING REVENUE ACCOUNT (HRA) INCOME AND EXPENDITURE
ACCOUNT FOR THE YEAR ENDED 31 MARCH 2007
2005/06
Restated
£
5,083,904
157,207
515,973
5,757,084

1,509,295
1,640,925
198,240
35,775
1,454,870
1,370,481
34,973
6,244,559
487,475
32,952

520,427

NOTES

2006/07
£

INCOME

Gross dwelling rents
Gross nondwelling rents
Charges for services and facilities

1
2
3

TOTAL INCOME
EXPENDITURE

Repairs and maintenance
Supervision and management
Rents, rates, taxes and other charges
Rent rebates/transitional benefit overpayment arrangements
Negative subsidy transferable to the General Fund
Depreciation and impairment of fixed assets
Increase in provision for bad or doubtful debts

4
5
5
6

TOTAL EXPENDITURE

5,230,608
168,117
466,445
5,865,170
1,235,354
1,940,712
173,158
0
1,635,559
1,472,366
1,317
6,458,466

NET COST OF HRA SERVICES AS INCLUDED IN THE WHOLE
AUTHORITY INCOME AND EXPENDITURE ACCOUNT

593,296

NET COST OF HRA SERVICES

634,369

HRA services share of Corporate and Democratic Core

41,073

HRA SHARE OF THE OPERATING INCOME AND
EXPENDITURE INCLUDED IN THE WHOLE AUTHORITY
INCOME AND EXPENDITURE ACCOUNT
7,154
(112,671)
414,910

Loss on disposal of HRA fixed assets
Interest and Investment income

7

DEFICIT FOR THE YEAR ON HRA SERVICES
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10,921
(111,021)
534,269

STATEMENT OF MOVEMENT ON THE
HOUSING REVENUE ACCOUNT (HRA) BALANCE
£

£

414,910

(7,154)
157,955
150,801

(103,289)
(313,025)
(416,314)
149,397

(490,493)
(341,096)

2006/07

NOTES

2005/06

Deficit for the year on the HRA Income and Expenditure
Account

534,269

Amounts included in the HRA Income and Expenditure
Account but excluded when determining the movement on
HRA Balance for the year
Net loss on sale of fixed assets
Net charges made for retirement benefits in accordance
with FRS17

12

(176,191)

Amounts not included in the HRA Income and Expenditure
Account but included in the movement on HRA Balance
for the year
Employers contributions payable to pension fund
Transfer to Major Repairs Reserve

12
15

173,405
(416,513)

Decrease in the Housing Revenue Account Balance

Housing Revenue Account surplus brought forward

Housing Revenue Account surplus carried forward
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£

(10,921)
(187,112)

(243,108)
104,049

(341,096)
(237,047)

NOTES TO THE HOUSING REVENUE ACCOUNT (HRA)
1

GROSS DWELLING RENTS

2

GROSS NONDWELLING RENTS

3

CHARGES FOR SERVICES AND FACILITIES

4

RENTS, RATES, TAXES AND OTHER CHARGES

5

This is the total rent collectable for the year after allowance is made for empty property. The average weekly rent
per dwelling in 2006/07 was £65.08 compared with £62.93 in 2005/06, an increase of £2.15 or 3.42%.
This is the total income receivable from garages, after allowance is made for empty property, wayleaves,
easements and any other lettings.

This is income receivable from tenants for services paid for by the Council such as heating, water and sewerage.
This includes expenditure on services provided to tenants such as heating, water and sewerage.

NEGATIVE SUBSIDY TRANSFERABLE TO THE GENERAL FUND

From April 2004 the Government determined that HRA Rent Rebates, together with the associated Rent Rebates
Subsidy received from the Department for Work and Pensions must be charged/credited to the General Fund
instead of the HRA.

The transfer of HRA Rent Rebates and Rent Rebate Subsidy from the HRA to the General Fund results in a
negative subsidy entitlement in the HRA that becomes payable to the Department for Communities and Local
Government (DCLG).

In addition, Benefit overpayments that were previously borne by the HRA are now charged to the General Fund
In order to allow authorities a period of time to adjust to the impact of these new arrangements, authorities are
permitted to make a transfer from the HRA to the General Fund to cover the full cost of overpayments in year one
(2004/05) and half of the cost of overpayments in year two (2005/06). No further transfers will be permitted from
2006/07 onwards.
Half of the cost of transitional benefit overpayment arrangements is included as a transfer from the HRA to the
General Fund in 2005/06.

The negative subsidy is analysed as follows:

Allowance for management
Allowance for maintenance
Allowance for major repairs
Charges for capital
Admissible set aside transitional allowance
Less rental income
Less interest on receipts
Total

2005/06
£

607,947
1,275,058
1,057,456
89,256
3,559
(4,487,363)
(783)

(1,454,870)
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2006/07
£

644,141
1,370,588
1,055,853
95,389
1,779
(4,802,889)
(420)

(1,635,559)

NOTES TO THE HOUSING REVENUE ACCOUNT (HRA)
6

DEPRECIATION OF FIXED ASSETS

The HRA receives a depreciation charge based on the value, age and condition of property calculated in
accordance with proper practices. Depreciation on HRA dwellings in excess of the Major Repairs Allowance
and on assets other than HRA dwellings is adjusted through the Transfer to the Major Repairs Reserve.

IMPAIRMENT

7

During 2005/06 and 2006/07 it was not necessary to make any impairment charges to reduce the value of
operational assets. Where it is necessary to make a charge, it is adjusted through the Contribution to Minimum
Repayment Provision leaving the charge for the statutory determination for the year.

INVESTMENT INCOME

Details of the HRA's investment income are as follows:

Mortgage interest
Capital financing interest
Other interest receivable
Total

8

2005/06
£

491
93,792
18,388

112,671

2006/07
£

314
99,175
11,532

111,021

Mortgage interest is the interest receivable from loans made by the Council to tenants enabling them to purchase
their Council houses.

CAPITAL EXPENDITURE AND RECEIPTS

Capital expenditure of £1,141,113 in 2006/07 (£961,873 in 2005/06) was funded from the Major Repairs Reserve.
Capital receipts from the disposal of operational assets received during 2006/07 were £1,183,596 (£649,902 in
2005/06). The useable element during 2006/07 was £296,442 (£167,050 in 2005/06).

The Council has taken advantage of an exemption to the regulations requiring local authorities to pay over to the
Government 50% of all capital receipts received from the disposal of housing land, by designating its use for the
delivery of affordable housing or regeneration projects.

9

Of the £798,170 received in 2004/05, £227,500 was specifically for the provision of affordable housing in the
Borough, and has been fully retained by the Council. This is still being held for this purpose.

HOUSING ASSETS

The value of the Council's operational housing assets shown in the balance sheet as at 31 March 2007 was
£100,896,132 (£94,975,060 as at 31 March 2006). Of this £99,629,549 related to dwellings (£93,754,466 as at 31
March 2006) and £1,266,579 related to garages (£1,220,590 as at 31 March 2006) and £4 related to land (£4 as at
31 March 2006).
The vacant possession value of Council dwellings as at 1 April 2006 was £188,667,500 (£177,769,500 as at
1 April 2005).

The vacant possession and balance sheet values of HRA dwellings show the economic cost of providing council
housing at less than open market rents.
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HOUSING STOCK

The Council sold 11 council houses during 2006/07. An analysis of the Council's housing stock is as follows:

Dwelling Types
1 bedroom
2 bedroom
3 bedroom
4 bedroom
Bedsitters
Total

11
12

31/3/06
Number

31/3/07
Number

1,564

1,553

500
389
462
10
203

497
386
457
10
203

GARAGES

As at 31 March 2007, the Council had 432 garages located in blocks (432 as at 31 March 2006).
PENSION COSTS

As part of the terms and conditions of employment of its officers and employees, the Council offers retirement
benefits. Although these benefits will not actually be payable until employees retire, the Council has a
commitment to make payments which need to be disclosed at the time that employees earn their future
entitlement.

The Council participates in the Local Government Pension Scheme administered by Essex County Council.
This is a funded scheme, meaning that the Council and employees pay contributions into a fund, calculated at a
level intended to balance the pensions' liabilities with investment assets.

The Council recognises the cost of retirement benefits in the Net Cost of Services when they are earned by
employees, rather than when the benefits are actually paid as pensions. However, the charge the Council is
required to make against the Housing Revenue Account is based on the cash payable in the year, so the real cost
of retirement benefits is reversed out of the Housing Revenue Account in the Statement of Movements to the
Housing Revenue Account Balance.

The following transactions have been made through the Housing Revenue Account Income and Expenditure
Account and the Statement of Movement on the Housing Revenue Account Balance during the year:
2005/06
£

Income and Expenditure Account
Cost of pensions included in Net Cost of Services

Statement of Movement on Housing Revenue Account
Balance
Reversal of net charges made for retirement benefits in
accordance with FRS 17
Employer's contributions payable to the scheme

Net change on Statement of Movement in the Housing
Revenue Account Balance
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2006/07
£

103,289

176,191

(103,289)
157,955

(176,191)
173,405

54,666

(2,786)

NOTES TO THE HOUSING REVENUE ACCOUNT (HRA)
13

PRIOR PERIOD ADJUSTMENTS

In the 2006/07 Statement of Accounts, the Council has adopted two significant new accounting policies that
impact on the comparative figures for 2005/06 in the Housing Revenue Account Income and Expenditure
Account:

.
.

capital financing charges representing the use of fixed assets are no longer made to service revenue
accounts and support services;
gains and losses on the disposal of fixed assets are now recognised in the Housing Revenue Account
Income and Expenditure Account.

These changes have had the following impact on the comparative figures for 2005/06 compared with those
published in the 2005/06 Statement of Accounts (only those figures that have changed are included in this table):
Consolidated
Revenue
Account in
2005/06
Statement of
Accounts

Cost of capital charge

Impact on Net Cost of HRA
Services
Loss on the disposal of fixed
assets
Asset management revenue
account
Investment income

Impact on Deficit for the year
on HRA Services

£

Removal
of capital
financing
charges

Recognition 2005/06
of gains and Comparatives
losses on
in HRA
disposal of
Income and
fixed assets Expenditure
Account

£

3,351,942

(3,351,942)

3,351,942

(3,351,942)

0

£

0
0

£

0
0

(3,445,734)
(18,879)

0

3,445,734
(93,792)

7,154

7,154

0
0

0
(112,671)

(112,671)

0

7,154

(105,517)

The HRA share of Corporate and Democratic Core was previously shown within Supervision and management,
it is now shown separately on the Housing Revenue Account Income and Expenditure Account. This has not
changed the Net Cost of HRA Services or the Deficit for the year on HRA Services.

14

The transfer from the Major Repairs Reserve and the Movement on Pensions Reserve are now included in the
Statement of Movement on the Housing Revenue Account Balance.
RENT ARREARS

The total value of rent arrears as at 31 March 2007 was £192,597 (£143,537 as at 31 March 2006). A provision of
£56,610 (£88,425 as at 31 March 2006) has been included in the Consolidated Balance Sheet to meet possible
future bad debts.
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MAJOR REPAIRS RESERVE (MRR)

The Council is required to maintain a Major Repairs Reserve (MRR). The items to be credited to the reserve
are an amount equal to HRA dwelling depreciation for the year, and transfers from the HRA required by statutory
provision. Items chargeable to the reserve include capital expenditure for HRA purposes, and transfers to the
HRA required by statutory provision. Movements in the Major Repairs Reserve during the year were as follows:
2005/06
£

Balance brought forward

Total depreciation for the year (transfer from Capital Financing
Account)

Less  nondwelling depreciation (transfer to HRA)
 dwelling depreciation in excess of MRA (transfer to HRA)
 capital expenditure financed by MRR
Balance carried forward
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0

2006/07
£

(95,583)

(1,370,482)

(1,472,366)

(95,583)

(10,324)

16,663
296,363
961,873

17,329
399,183
1,141,113

COLLECTION FUND INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2007
2005/06
£

NOTES

35,487,523
5,167,425
0
10,216,308

50,871,256

INCOME
Council Tax
Income from Council Tax

1

Transfers from the General Fund
Council tax benefit

TOTAL INCOME

36,916,441
5,359,826

Community Charge
Adjustment for previous year's Community Charge
Business Rates
Income collectable from business ratepayers

2006/07

254
2

10,946,044

53,222,565

EXPENDITURE

6,222,927
28,635,011
3,268,722
1,783,194
10,134,618
81,690
98,286
53,692
781,900

51,060,040

862,305
(188,784)

673,521

Precepts and Demands
Castle Point Borough Council
Essex County Council
Essex Police Authority
Essex Fire Authority

6,273,784
30,210,988
3,490,783
1,831,741

Business Rates
Contribution to national pool
Costs of collection

10,864,627
81,417

Bad and Doubtful Debts
Writeoffs
Provisions

146,422
20,924

Contributions
Towards previous year's estimated Collection Fund surplus

666,128

TOTAL EXPENDITURE

53,586,814

MOVEMENT ON FUND BALANCE

Surplus brought forward
Deficit for the year

SURPLUS CARRIED FORWARD

3
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673,521
(364,249)
309,272

NOTES TO THE COLLECTION FUND INCOME AND EXPENDITURE ACCOUNT
1

COUNCIL TAX BASE

The Council's tax base, i.e. the number of chargeable dwellings in each valuation band (adjusted for dwellings
where discounts apply) converted to an equivalent number of band D dwellings, was calculated as follows:
Band

Number of dwellings after
discounts

A

B

1,625

5,134

12,067

7,807

3,977

Number of band D
equivalent dwellings

13:9

1,082

3,993

10,726

7,807

4,861 2,375

Ratio

Collection rate adjustment

6:9

7:9

C

D

8:9

E

9:9

11:9

F

G

1,644

542

H

15:9

54

18:9

32,850

903

108

31,855

Council Tax Base

2

TOTAL

(398)

31,457

INCOME COLLECTABLE FROM NATIONAL NONDOMESTIC RATES (NNDR)

NNDR is administered on a national basis. The Government specifies a multiplier of 43.3p (42.2p in 2005/06)
and subject to the effects of transitional arrangements and any reliefs, local businesses pay rates calculated by
multiplying their rateable value by the multiplier. The Council is responsible for collecting rates due from the
ratepayers in its area but pays the proceeds into a pool administered by the Government. The Government
redistributes the pool to local authorities on a population basis.

The following table shows net income collectable from ratepayers:

National nondomestic rateable value as at 1 April
Multiplier

Total

In period revaluation

2005/06

2006/07

29,581,290
.422

29,673,705
.433

£

12,483,304

12,848,714

12,210,809

12,803,610

(272,495)

Gross amount collectable

Less allowances and other adjustments

(1,994,501)

Net income collectable from ratepayers

10,216,308
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£

(45,104)

(1,857,566)

10,946,044

NOTES TO THE COLLECTION FUND INCOME AND EXPENDITURE ACCOUNT
3

SURPLUS AS AT 31 MARCH

Any surplus or deficit on the Fund is shared between the billing authority (this Council) and the precepting
authorities (Essex County Council, Essex Police Authority and Essex Fire Authority) and is included in the
calculation of the Council Tax for the following year. The surplus or deficit arising from the previous local tax
(Community Charge) is allocated solely to this Council.
£

Council Tax  Castle Point Borough Council
 Essex County Council
 Essex Police Authority
 Essex Fire Authority

2005/06

100,818
485,484
56,096
29,436

Community Charge  Castle Point Borough Council
Surplus as at 31 March

£

671,834
1,687

673,521

£

2006/07

45,593
224,057
25,991
13,377

£

309,018
254

309,272

The surplus attributable to Castle Point Borough Council as at 31 March 2007 is £45,847. Of this £45,593 arises
from Council Tax and £254 from Community Charge. The surplus is shown under Reserves on the Balance Sheet.
The amounts owed to Essex County Council, Essex Fire Authority and Essex Police Authority are shown within
Creditors and LongTerm Creditors on the Balance Sheet.

Page 44

STATEMENT ON INTERNAL CONTROL
1

SCOPE OF RESPONSIBILITY

Castle Point Borough Council (hereafter referred to as "the Council") is responsible for ensuring that its business is
conducted in accordance with the law and proper standards, and that public money is safeguarded, properly accounted for
and used economically, efficiently and effectively. The Council also has a duty under the Local Government Act 1999 to
make arrangements to secure continuous improvement in the way in which its functions are exercised, having regard to a
combination of economy, efficiency and effectiveness.
In discharging these overall responsibilities, the Council is also responsible for ensuring that there is a sound system of
internal control which facilitates the effective operation of the Council's functions and which includes arrangements for
the management of risk.
2

THE PURPOSE OF THE SYSTEM OF INTERNAL CONTROL

The system of internal control is designed to manage risk to a reasonable level rather than to eliminate all risk of failure to
achieve policies, aims and objectives. It can therefore only provide reasonable, but not absolute assurance of the
effectiveness of controls. The system of internal control is based on an ongoing process designed to identify and prioritise
the risks to the delivery of the Council's aims and objectives and the compliance with its policies, to evaluate the
likelihood of those risks being realised and the impact should they be realised, and to manage the risks efficiently,
effectively and economically.
The system of internal control as described in the following section has been in place at the Council for the year ended
31 March 2007 and up to the date of approval of the annual Statement of Accounts.
3

THE INTERNAL CONTROL ENVIRONMENT

The Council's objectives are established by the following:
Policy and Regulatory
Committees

Full Council

There are five Policy Committees. These are: Policy & Resources, Planning, Community,
Environment and the Improvement Committee. The first four committees have
responsibility for the formulation and implementation of their respective budget and policy
framework. The Improvement Committee's functions are the implementation, development
and monitoring of the Council's modernisation and recovery programme.
Additionally, there are two Regulatory Committees: Standards and Licensing, which are
appointed to discharge the appropriate functions.
This deals with those recommendations from the Policy and Regulatory Committees,
where these committees do not have delegated authority under the constitution. They also
deal with matters of an urgent nature, which are raised directly with Full Council.

The Council's objectives are monitored by the following:
Overview and Scrutiny
Committee

This reviews and scrutinises performance of the Council in relation to policy objectives,
performance targets and/or particular service areas in accordance with the rules established.
The Committee has specific responsibility for risk management, all governance issues and
for monitoring budgetary control and audit matters.

Council's Monitoring Officer Is responsible for ensuring lawfulness and fairness of decision making.
Council's Section 151
Officer

Is responsible for ensuring lawfulness and financial prudence of decision making.
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Performance reporting

Performance reports are made to the Improvement Committee. A "basket" of key
indicators has been agreed and these are reported to the Committee on a quarterly basis.
The basket represents areas of national importance and Council priority. Exception
reporting of poor performance was agreed by the Overview and Scrutiny Committee in
January 2007 and the first report was considered in March 2007.

Policies are determined and decisions are made in accordance with the Council's Constitution by:
Full Council

Policy and Regulatory
Committees
Committee delegation

This follows the rules laid down for policy and decision making set out in Part 4 of the
Constitution.

These follow the rules laid down for policy and decision making set out in Part 4 of the
Constitution.
Committees delegate the authority to make decisions to officers in accordance with the
rules set out in Part 3 of the Constitution.

The Council issues and maintains a record to show which part of the Council or individual has responsibility for specific
types of decisions, or decisions relating to particular areas. Article 7 sets out the responsibility for functions of the
Committees whilst those for Officers are included within Part 3.
The Budget and Policy Framework Procedure Rules set out in Part 4 of the Constitution provide a framework for policy
and decision making. This covers virements and changes to the policy framework.

Compliance with established policies and procedures, laws and regulations, (including riskmanagement arrangements) is
achieved by the following:
Council's Monitoring Officer
Council's Section 151
Officer
Overview and Scrutiny
Committee

Standards Committee
Internal & External Audit

Ensures lawfulness and fairness of decision making, receives reports, conducts
investigations, provides advice, supports the Standards Committee and maintains the
Constitution.

Has responsibility for the administration of the Council's financial affairs, accounting
records, control systems and the statement of accounts, and ensuring lawfulness and
financial prudence of decision making.

Specific functions include policy development and review and scrutiny of decisions and
performance, which includes considering exception reports of poor performance and
monitoring of budgetary control.

It also acts as the Council's Audit Committee which involves discharging its responsibility
for ensuring there is a sound system of internal control and approving the annual Statement
on Internal Control. In this role, it considers the work and performance of internal and
external audit, the robustness of the Council's assurance, risk management and anti fraud
and corruption arrangements and the annual financial statements.

Monitors the operation of the Code of Conduct and deals with any reports from an ethical
standards officer to the Monitoring Officer.

Conduct audits and independently review key compliance areas.
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The economic, effective and efficient use of resources for ensuring continuous improvement is achieved through the
following mechanisms:
Corporate Plan

In 2006 the Council's Plan for Recovery was integrated into the Corporate Plan to show
the community links and delivery of the Council's priorities. The Plan demonstrates how
the Council will deliver its own vision for the borough and what areas are prioritised for
shortterm delivery. The Corporate Plan is delivered through fully resourced service plans
that specify the services that will be provided to the community in accordance with the
Council's objectives and priorities.

To ensure that the correct priorities were addressed and to enable a culture of continuous
improvement to exist, the Council Plan for Recovery 20042007 was produced and
submitted to the Office of the Deputy Prime Minister, now the Department for
Communities and Local Government (CLG), in November 2004. The Plan included
nineteen key projects to be implemented in three phases.

.
.

To ensure the delivery of key aspects of the plan, in November 2006, the Council
established:
seven discrete improvement action plans, to provide the focus for corporate planning
improvement;
a project board with senior office and member representation to ensure improvement
action plans are progressed and key milestones are achieved.

Business Strategy and
Planning
Performance Indicators
and Targets

The Council has worked closely with the Government Monitoring Board, the CLG Lead
Official, the Audit Commission Relationship Manager and the External Auditor, on
ensuring delivery of improvement actions.

A clear corporate direction has been achieved through the development of the corporate
plan. This is underpinned by improvement plans as set out above, and these are further
underpinned by service plans. All service plans have been subject to an internal challenge
process through the policy unit, before being agreed by members.

These are set for the delivery of services to enable the Council to compare its performance
with previous years and other local authorities, including those in the highest quartiles.
The aim is to analyse the results and use the findings to influence Council objectives and
drive improvement.

Targets and actual performance are published within the Best Value Performance Plan,
which was encompassed within the Corporate Plan from 2006/07. The plan shows the
targets, the actual level of achievement, the quartile each indicator is in and the direction
of travel of performance. We have further developed the use of local performance
indicators this year with the development of a set of indicators to measure value for money
for each service which have been integrated into service plans. The production of service
plans for all areas has resulted in the development of a much wider range of local
performance indicators for monitoring performance. Each of these local indicators is
linked to the local objectives that they support and, ultimately, through the service plans to
the Council's corporate objectives. This link is known as the 'Golden Thread'.

The Council introduced a performance management guide 'Cutting the Mustard' in 2005/06
to ensure that, through effective performance management, there is a continuous process
of sustainable improvement. Part of the framework links Personal Performance and
Development Plans, which have been introduced throughout the Council, and which
identify how each job contributes to the Council's objectives, right through to the
Community Strategy and back down again.
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Improvement Projects

Best Value/Service Reviews

To ensure delivery of the key elements of the Council's various action plans, seven themed
projects have been introduced. Each project is led by a project manager and assistant
manager and had a sponsor from the Executive Management Team. These teams report to
a project board every four weeks, consisting of the Leader and Deputy Leader of the
Council, the Chief Executive and other Key Officers, on the progress against their action
plans.

During the eighteen months following the Council's Comprehensive Performance
Assessment the Best Value Review programme was, with the agreement of the Audit
Commission's Relationship Manager, temporarily suspended to allow focus on priority
areas. This included services, identified as priority areas requiring improvement, which
were then subject to ongoing monitoring and review that were comparable with Best Value
Reviews in their own right. This approach enabled resources to be allocated towards
preparing and implementing the Plan for Recovery, which became a Council priority.
The Council has now established a five year programme of service reviews. These have
been derived from a range of priority improvements. Examples of these include:
value for money service reviews coordinated by the Overview and Scrutiny
Committee;
a fundamental review of our leisure service with a long term leisure strategy developed
to provide a vision for a modern cost effective leisure service which utilises
partnership working to further develop appropriate facilities for the borough.

.
.

Best Value Performance Plan The Best Value Performance Plan is a statutory document that was produced in June 2006
and complied with the minimum statutory requirements. It is part of a wider plan for the
Council which encompasses our corporate plan, as well as our annual report. It is a
management document that contains details of all statutory performance indicators showing
trends over the last three years, targets for the next three years and comparisons with best in
class. Service plans have been drafted for all service areas and have been or will be
approved by the relevant policy committees. The plans show targets and indicators to
ensure the delivery of Council priorities to strengthen services.
Risk Management

Policy and Resources Committee approved the updated Risk Management Policy
Statement and Strategy in November 2006.

.
.

Overview and Scrutiny Committee:
ensures that the Council maintains robust risk management arrangements in line with
the Policy and Strategy;
receives regular reports on both the application of the process adopted and the
Council's key risks and has received some training in this area.

The Council also has a nominated member champion for both risk management and health
and safety who sits on this committee. Policy Committees are responsible for monitoring
risk in relation to the delivery of their services.

During the year, the Council developed a risk management framework which sets out
recognised good practice and the actions it will take to meet these requirements.
It reestablished a Risk Management Group to provide a focus for this element of the
Council's business activity. It also reconstituted the Health and Safety Consultation Group
to give it a more strategic focus and provide clearer links to the corporate risk management
process. A network of risk management and health and safety champions has also been
established to support service areas as these processes are embedded.
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The approach to identifying and recording risks was revised in September 2006 and
supported by a training programme bought in from another local authority. There is now
a risk register for all service areas which supports service plans and are formally reviewed
on a quarterly basis. There is also a strategic and cross cutting risk register which is
reviewed regularly by Executive Management Team. The need to consider risk has also
been built into committee reports, the project management handbook and the partnership
toolkit.

Fraud and Corruption

Business Continuity

Procurement

Value for Money

The Council has also contracted out the management of its insurance arrangements to
another local authority. During the year, a complete review of the Council's needs was
undertaken and market tested with new contracts being let from 1 April 2007.

The Council has strengthened its approach to embedding a counter fraud culture.
During the year, the Council developed an antifraud framework which sets out recognised
good practice and the actions it will take to meet these requirements. Performance against
this is assessed periodically. In 2006/07, this included introducing a proactive programme
of fraud audit work based on a risk assessment as well as developing a number of activities
to raise awareness. No instances of fraud were identified from this work however increased
awareness has lead to a greater number of referrals to the Benefits Investigation Service.

The Council has continued to develop its business continuity arrangements and now has a
formal plan in place. Individual services have carried out service assessments to identify
and prioritise their functions and the Council's IT provider's arrangements are also
incorporated within the plan. It is recognised that further work is required before the
arrangements will be fully effective and meet the requirements of the Civil Contingencies
Act 2004. This work is currently in hand.

The Council joined a Procurement Hub in September 2006, which alongside other partner
organisations, enables the Council to draw on a central pool of procurement expertise and
knowledge and improve its purchasing power. This is already identifying a number of
savings from recent procurement framework contracts negotiated.

The Council has progressed a corporate improvement action plan to ensure better
understanding of value for money principles and to embed arrangements to understand
and improve value for money in service planning. Key corporate improvement actions
already implemented include the identification of a set of performance measures for every
council service to evaluate value for money, and training for all managers in January 2007.
Key services completed a value for money (VFM) profile tool in December 2006, and this
has been further enhanced for the 2007/08 financial year with key context information to
be supplied by all services as well as value for money indicator information.

Financial management and the reporting of financial management are achieved by:

Budgets

Part 4 of the Constitution provides that Full Council is responsible for the approval of all
elements of the annual Budget and Policy Framework and also the Financial Procedural
Rules, which were updated during the year.
Service plans provide for continuous improvement of services and this was incorporated
in the annual budget process.
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Budget monitoring

The Policy and Resources Committee is responsible for the overall financial management
of the Council and for making financial recommendations as appropriate. This is achieved
through monitoring of future spending and reserves and coordinating, in consultation with
the Chairmen and ViceChairmen of the Policy Committees, the preparation of draft service
plans and budgets for submission to the Council.
The other Policy, Overview and Scrutiny and Regulatory Committees, together with
Neighbourhood Meetings all manage their approved budgets in accordance with the Policy
and Budget Framework Procedure Rules. A balanced budget operated for 2006/07.
A key part of the role of Overview and Scrutiny Committee is to ensure that there is
effective budgetary control. The Committee regularly receives riskbased reports, which
provide financial as well as nonfinancial information for the Committee's consideration.
Budget holders are made accountable for keeping to budget and taking appropriate action
where this is at risk and are required to submit an action plan for dealing with significant
variances.
The role does not strictly include policy or performance issues that arise incidentally from
scrutinising budget variances. It is within the remit of the Overview and Scrutiny
Committee to make appropriate recommendations to relevant Policy Committees on any
matter where it is not satisfied that a budget holder is taking appropriate action. Budget
monitoring reports are also received by the Executive Management Team on a monthly
basis.

The Council's Section 151
Officer

Constitution

Budget holders produce or agree the estimate for each budget head under their control.
They authorise and allocate income and expenditure to the correct heads, ensure that they
are within budget and take appropriate action in respect of any variances. They raise
commitments when orders are placed and before payment is authorised. The introduction
of eprocurement enables the authority to have better control over the ordering of goods
and services through realtime fund checking. Budget holders also monitor and control
income and expenditure having regard to the financial information provided to ensure
budgets are not exceeded without the authority of a supplementary estimate approved
by Council.

Provides financial information to budget holders to enable the budget to be monitored
effectively. This is achieved through an online computer system to which budget holders
have access and which is updated daily. In addition, Service Accountants meet monthly
with each budget holder individually to monitor budgets, review variances and provide
help and support in aspects of financial management. Budget holders complete monthly
Manager's Assurance Statements detailing the action that they have taken.
Sound financial systems have been established and the financial procedure rules form part
of the Council's Constitution.

Performance Management and the reporting of performance management is achieved by:
Target Setting

Directors and Heads of Service are responsible for setting annual, three and five yearly
targets in relation to service provision in consultation with managers and supervisors to
ensure challenging but achievable targets are set.
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Performance Indicators

The Performance Management Framework was developed as part of the wider context of
recovery planning. The Council recognises that in the past generally, performance
management has not been adequately used to drive improvement and is not embedded
within the organisation so that officers are accountable for performance. To address this,
as part of the Plan for Recovery, a performance management guide, 'Cutting the Mustard',
was developed. Furthermore an internal review of our performance management
arrangements was undertaken to elicit how consistently the guide has been applied and
to identify any further improvement work. The results of this review are currently being
assessed and actions are being undertaken to make the performance management
framework further embedded.

Aligned to the framework is a corporate software tool, "Covalent", where all performance
information and working papers can be held. By rolling out Covalent to all departments it
has enhanced the monitoring and management of performance data by enabling all Service
Managers to monitor performance against target and against past performance through
comparisons made on quarter to quarter and year to year basis against quartile information
and local benchmark groups.

Improvement Committee

Quarterly reports are made to Improvement Committee on key performance indicators with
action on how to address those indicators that are not meeting targets or quartile
performance. The reports focus on those indicators that deliver Members priorities and
national and regional priorities. Reports are also presented to indicate how priority issues
are being delivered. In addition, Executive Management Team receive reports on areas not
performing well (such as sickness absence) and meet as a board to challenge action taken
by lead officers. As stated earlier, we have also improved the use of our Overview and
Scrutiny function to strengthen performance management arrangements, through the
implementation of exception reporting of poor performance on a quarterly basis to the
committee.

As stated above, performance indicators are reported to the Improvement Committee
quarterly.

The Council's Constitution reinforces the internal control framework. Heads of Service are responsible for administering
their services in accordance with the Constitution and are also responsible for the minimisation of the risk and the
detection of fraud and other illegal acts. The system of internal control includes the following:

.
.
.
.
.
.
.
.

Cascading the Council's strategic objectives expressed through the Best Value Performance Plan and individual
Service Plans, to determine the resources needed, and the subsequent priorities, and their allocation to services
Comprehensive budgeting systems including the preparation of an annual budget

Setting and regular monitoring of targets to measure and manage performance through the Council's performance
management system
Medium term financial forecast for both revenue and capital expenditure and resources

Ensuring there is adequate segregation of duties, management supervision and accountability
Where appropriate, formal project management disciplines, adhering to a corporate protocol

The Council's fraud and corruption policy and its whistle blowing policy
Codes of conduct for both staff and elected members
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REVIEW OF EFFECTIVENESS

The Council has responsibility for conducting, at least annually, a review of the effectiveness of the system of internal
control. This role has been delegated to and is discharged by Overview and Scrutiny Committee however much of the
continuous review process is undertaken by the Improvement Committee. Executive Management Team has responsibility
for the review and development of the internal control framework and for the production of the Statement on Internal
Control. Therefore evidence and assurance for this review is obtained from a number of sources as outlined below.
The Improvement Committee has the responsibility for ensuring that the improvement actions of the Council are
satisfactorily progressed. Consequently it has key control responsibilities which include quarterly monitoring of the
corporate plan. As already stated, the corporate plan is monitored through seven improvement plans, which incorporates
key improvement actions relating to various areas set out in this statement on internal control including procurement,
partnership working, value for money, and performance management. The Committee will receive an annual report on
progress in June and begin quarterly monitoring of the corporate plan in July 2007.

Overview and Scrutiny Committee undertakes regular assessments of the robustness of its risk management and fraud and
corruption arrangements against frameworks that summarise recognised good practice. This identified that the Council
has applied a sound approach to assessing risk however it is recognised that further work is required to firmly embed risk
management into all Council operations. Work also continues to embed an anti fraud culture within the Council although
performance on 2006/07 was good.
Specific reviews of key elements of the internal control framework completed this year are as follows:

Performance management now has a much higher profile within the Council, through the introduction of 'Cutting the
Mustard' and Personal Performance and Development Plans. However, there is still some work to be done on performance
management before it is properly embedded into everyday working. All staff throughout the Council have attended
briefings on the Council's framework to identify how their role is helping the Council to achieve its objectives and
guidance has been cascaded to all staff. Staff in all services have received training on the use of the performance
management software and are now using it to record their indicators, both local and national, and performance management
data is detailed within the service and performance plans, both of which has led to the broadening of local performance
indicator information. Quarterly performance information has been reported to the Improvement Committee. There is
evidence, particularly within the administration of Housing Benefits, that performance information is being used to
improve service delivery.

An internal review of performance management arrangements was undertaken by our Policy, Performance and Procurement
Unit and is being reviewed by our external auditors. This is not yet finalised, as we are still awaiting the report from our
auditors on this work. However, it has identified a number of issues for improvement in order to embed performance
management arrangements more effectively, and we have already begun work to action these. This includes the
appointment of an officer working group known as 'Customer and Performance Champions' and the refinement of the
performance management framework to more explicitly detail responsibilities and to ensure corporate coordination of
key requirements such as performance monitoring.
A main source of independent assurance is obtained from Internal Audit whose role is to assess the adequacy and
effectiveness of the Council's systems of internal control. This is achieved by the production and delivery of a risk based
audit plan prepared in consultation with senior managers and Overview and Scrutiny Committee. Reports are issued to
senior managers at the conclusion of each audit highlighting internal control weaknesses identified and the actions required
to address them.

Overview and Scrutiny Committee then receives regular reports on progress against the plan, summary outcomes from
each audit including the audit opinion, feedback on whether agreed actions were being appropriately implemented in a
timely fashion and progress against Internal Audit performance indicators. This year, this has included concerns regarding
the robustness of best value performance indicators and the need to improve business continuity arrangements. It also
considers the Head of Internal Audit's annual report which includes an opinion on the Council's systems of internal control.
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The work of Internal Audit is subject to regular review by the Council's external auditors who place reliance on the work
carried out by Internal Audit in support of their audit of the Council's Statement of Accounts.
Overview and Scrutiny Committee has also continued to work to implement its project plan to make it more effective.
This has allowed it to concentrate on policy development and review work and to align its work programme to the
Council's priorities.

Finally, internal control statements are completed by all Heads of Service / Service Mangers and signed off by Corporate
Directors in support of the annual review of the Council's systems of internal control. These are used to confirm the
ongoing assessment of these processes which are reported throughout the year via the mechanisms outlined above.
The Council has successfully applied for a CPA reassessment during 2007/08, and as part of the preparations for this
work, underwent a peer review coordinated by the Improvement and Development Agency (IDeA). The peer review
report confirmed our progress and set out a number of recommendations for improvement. These recommendations
have been incorporated into our corporate planning as part of our preparations for the CPA visit.

.
.
.
.
.
.
.
.

In addition to the internal mechanisms for obtaining assurance on the robustness of the systems of internal control,
assurance has also been obtained from the following external sources:

5

The External Auditor's Report to those charged with governance
The External Auditor's Use of Resources Assessment
Other reports from external audit

The Audit Commission's Direction of Travel Statement

The Audit Commission's Annual Audit and Inspection Letter
I&DeA's Corporate Peer Review

The Audit Commission's Planning Service Inspection
A Peer Review of the Homelessness Service

SIGNIFICANT INTERNAL CONTROL ISSUES

The Council has detailed action plans with staged implementation dates to address the weaknesses identified as part of this
review and ensure continuous improvement of the systems in place by delivering the actions outlined below. These are
already being monitored by Executive Management Team, the Improvement Committee or Overview and Scrutiny
Committee. Therefore, although many of these projects won't be fully completed until March 2008, many actions will be
implemented prior to this.

Procurement
The Council's current procurement process will be formalised in a procurement toolkit to provide advice and guidance to
procuring officers and to enable more effective planning. A review of the opportunity analysis of key contracts undertaken
by the Procurement Agency for Essex will be made and opportunities to reduce costs will be identified. These opportunities
will be pursued through the utilisation of a member of the Procurement Hub, which the Council joined in September 2006,
to assist with negotiation. The Council will also develop local performance indicators to more effectively evaluate and
measure procurement activities. This is already identifying a number of savings from recent procurement framework
contracts negotiated. The Council will build on this work by revising the procurement strategy and action plan, introducing
a procurement toolkit for all staff and undertaking negotiations of contracts in order to further identify and secure value for
money through contracts in place.
Responsible officer: Craig Watts, Head of Corporate Policy
Date to be implemented: March 2008
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Community Focus
The Council and its partners will publish a Community Plan that provides a vision and strategic priorities for the Council.
We will build on the success of last year's corporate plan and publish an annual report on current performance and
achievements as part of the Best Value Performance Plan.
Responsible officers: Craig Watts, Head of Corporate Policy and Mel Harris, Community and Partnership Manager
Date to be implemented: March 2008

Performance Management Framework
The Council will maintain its focus on the performance management framework to help drive improvement, and work
towards embedding it into its daytoday operations ensuring individual officers know how they contribute to the
achievement of those objectives. The personal performance and development plan documentation will be subject to
review to further improve the effectiveness of this process. Officers will be briefed on the revised requirements for
'Cutting the Mustard' and training will be given to all officers nominated as Customer and Performance Champions.
The Council will finalise its review of performance management arrangements and ensure a clear action plan is
developed to help improve and embed them. This will be linked to our corporate improvement planning.

Service Managers are responsible for ensuring their own performance management data is recorded within the corporate
software tool and, to improve data quality, managers will be required to provide assurance statements supporting the
quality and collection of the information. Customer and Performance Champions will help ensure this role is undertaken.
Reviews of the robustness of the data collection will be undertaken independently.
Responsible officers: Craig Watts, Head of Corporate Policy
Date to be implemented: March 2008

Risk Management
The risk management framework has been updated to outline the actions required in 2007/08 to further embed the
process. This includes a programme of targeted training to help reduce operational risk as well as raise awareness
of risk assessment in specific procedural areas.
Responsible Officer: Linda Everard, Head of Internal Audit
Date to be implemented: March 2008

Business Continuity
A review of the impact and recovery assessments will be carried out to enhance the rationale behind the prioritisation and
delivery of services in the event of an emergency. Once these are complete the Business Continuity Plan will be revised.
Appropriate training, advice to local businesses and effectiveness testing of the plan will also be introduced in accordance
with the Civil Contingencies Act 2004.
Responsible Officer: Andrew Smith, Corporate Director (Support)
Date to be implemented: March 2008

Project Management
The Council will revise its project management arrangements to ensure a robust programme management approach is
implemented and effectively coordinated corporately.
Responsible officer: Craig Watts, Head of Corporate Policy
Date to be implemented: March 2008

Policy Framework
The Council will rationalise its key policies and strategies to ensure these link clearly to the Council's corporate plan and
to reduce duplication. This will also resolve an issue raised by the recent peer review report of the Council.
Responsible officer: Craig Watts, Head of Corporate Policy
Date to be implemented: March 2008
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Partnerships
The Council will ensure that all significant partnerships have robust governance arrangements. This will specifically
include for each significant partnership, a risk assessment and regular review of financial performance linked to outputs,
the results of which will be shared between partners.
Responsible officer: Mel Harris, Community and Partnership Manager
Date to be implemented: March 2008

Value For Money
The Council will incorporate value for money principles into its business decision making process. These principles will
be based around both performance and cost. It will deliver a programme of Service Reviews using value for money
techniques. Internal Audit will deliver some value for money reviews as part of the annual audit plan as well as consider
the robustness of the Council's arrangements.
Responsible officer: Craig Watts, Head of Corporate Policy, Chris Mills, Head of Financial Services and Linda Everard,
Head of Internal Audit
Date to be implemented: March 2008
Asset Management
Further work is being undertaken to ensure that the Council has a robust asset management plan and property asset
database which reflect the most recent condition surveys. Performance indicators are being developed and the Council
is exploring ways to improve management reporting and repairs and maintenance planning. The asset management
function will be subject to a "critical friend" independent review which is intended to be a constructive and supportive
way of helping to improve the service.

The asset repair fund allocation for 2007/08 is set at £1,412,000 and, following options appraisal and consultation with
internal stakeholders, a programme of works will be formulated. This will focus on priority works including Disability
Discrimination Act access and ensuring value for money.
Responsible officer: Andrew Smith, Corporate Director (Support)
Date to be implemented: July 2007

Assurance Framework
Once the new CIPFA guidance is available in June 2007, the Council's assurance framework will be reviewed and
updated to ensure it complies with these requirements. An assurance statement linked to risk will also be produced.
Responsible officers: Craig Watts, Head of Corporate Policy and Linda Everard, Head of Internal Audit
Date to be implemented: March 2008

David Marchant
Chief Executive
19 September 2007

Councillor Pam Challis
Leader of the Council
19 September 2007
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Accruals
The concept that income and expenditure are recognised
when they are earned or incurred, not when money is
received or paid.

Current Asset
An asset held which will be consumed or cease to have
value within the next financial year.
Current Liability
An amount which will become payable or could be
called in within the next financial year.

Actuarial Gains and Losses
For a defined benefit pension scheme, the changes in
actuarial deficits or surpluses that arise because either
events have not coincided with previous actuarial
assumptions, or where actuarial assumptions have
changed.

Debtors
Amounts owed to the Council but not paid at the balance
sheet date.

Balance Sheet
A summary of all the assets, liabilities, funds, reserves,
etc. of the Council. It brings together details of the
individual funds maintained by the Council.

Deferred Charges
Expenditure which may be properly deferred, but which
does not result in, or remain matched with, a tangible
asset. An example of a deferred charge is expenditure on
improvement grants.

Capital Expenditure
Expenditure on the acquisition of a fixed asset or
expenditure which adds to, and not merely maintains,
the value of an existing asset.

Depreciation
The loss in value of an asset due to age, wear and tear,
deterioration or obsolescence.

Capital Receipt
The proceeds from the sale of a fixed asset. The
government prescribes the amount of the receipt which
must be set aside to repay debt and the useable amount
which may be used to finance capital expenditure.

Fixed Assets
Tangible assets that yield benefit to the Council and the
service it provides for a period of more than one year.

General Fund
This is the main Income and Expenditure account which
summarises the cost of all services (except those related
to Council Housing) provided by the Council.

Collection Fund
All receipts of Council Tax and National NonDomestic
Rates are paid into this Fund. The Council uses this
money to pay its precepts to Essex County Council, Essex
Police Authority and Essex Fire Authority, and the
demand by the Council's General Fund, which finances
the Council's day to day expenditure.

Government Grants
Grants made by the Government towards either revenue
or capital expenditure to support the cost of the provision
of the Council's services. These grants may be
specifically towards the cost of particular schemes or to
support the revenue spend of the Council.

Corporate and Democratic Core
This incorporates the following subdivisions, the
activities of which can not be charged to services under
the Best Value Accounting Code of Practice:

.
.

Housing Revenue Account
Reflects a statutory obligation to account separately for
local authority housing provision. It shows the major
elements of housing revenue expenditure and how this is
met by rents, subsidy and other income.

Democratic Representation and Management
costs  includes all aspects of Members activities
including corporate, programme and service
policy making, general governance and
representing local interests

Income and Expenditure Account
A statement that brings together income and expenditure
relating to all of the Council's functions and
demonstrates how that cost has been financed from
government grants and income from local taxpayers.

Corporate Management Costs  concerns those
activities which provide the infrastructure which
allows services to be provided, whether by the
Council or not, and the information required for
public accountability.

Intangible Assets
Fixed Assets that do not have a physical substance but
are identifiable and are controlled by an entity through
custody or legal rights. This will include software
licences.

Creditor
Amounts owed by the Council but not paid at the balance
sheet date.
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Leases
These can be either:

Public Works Loan Board (PWLB)
A central government agency which provides loans for
one year and above to authorities at interest rates only
slightly higher than those at which the government itself
can borrow.

Finance lease  a lease that transfers
substantially all of the risks and rewards of
ownership of a fixed asset to the lessee.

Operating lease  a lease other than a finance
lease.

Materiality
The concept of materiality derives from the premise that
the financial statements often can not be precisely
accurate but this need not distract from their ability to be
fairly stated. Within certain limits a tolerance is
permitted in measurement and disclosure of financial state
ment items and the concept of materiality
determines the acceptability of the degree of this
tolerance.
Minimum Revenue Provision
This is the minimum amount which must be charged to the
revenue account each year in order to provide for the
repayment of loans and other amounts borrowed by the
Council.
National Nondomestic Rates
A flat rate in the pound set by central government and
levied on businesses. The money is collected by the
Council and then passed to central government who
reallocate the income to all Councils in proportion to
their population.

Related Party Transaction
A related party transaction is the transfer of assets or
liabilities or the performance of services by, to or for a
related party irrespective of whether a charge is made.

Reserves
These result from events which have allowed money to
be set aside or surpluses of income over expenditure.
They are not allocated to specific liabilities in the way
that provisions are although earmarked reserves are
allocated for specific purposes. Unallocated reserves
are often described as balances.

Substance Over Form
This concept requires that transactions and other events
are accounted for and represented in financial statements
with regard to their economic substance and financial
reality rather than just their legal form.
Useful Life
The period over which benefits will be derived from the
use of a fixed asset.
Work in Progress
The cost of work done on an uncompleted project at the
balance sheet date which should be accounted for.

Net Cost of Services
The total cost of providing services after deducting any
specific grant or other income.

Nondistributed Costs
These are overheads for which no user benefits and are not
therefore apportioned to services. For example
pensions arising from discretionary added year service.
Precept
The levy made by precepting authorities on billing
authorities, requiring the latter to collect income from
Council Taxpayers on their behalf, such as Essex County
Council, Essex Police Authority and Essex Fire
Authority.
Provision
An amount set aside in the accounts for liabilities or
losses which are certain or very likely to occur and for
which a reliable estimate of the amount can be made.
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