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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.

2

3

THE ACCOUNTS COMPRISE THE FOLLOWING:
x

Consolidated Revenue Account
This account brings together the income and expenditure relating to all the functions for which the Council is
responsible and shows how the net expenditure has been financed. The Consolidated Revenue Account shows
the full cost of housing services (see HRA below).

x

Housing Revenue Account (HRA)
The Council has a statutory duty to account separately for the provision of local authority housing. The HRA
shows the major elements of housing revenue expenditure and how these are financed.

x

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

x

Consolidated Balance Sheet
This statement shows the Council’s balances and reserves and its long-term indebtedness. It also shows the
fixed and net current assets employed in the Council’s operations.

x

Statement of Total Movements in Reserves
This statement brings together all the recognised gains and losses that the authority has made during the year.
The statement also separates all movements between revenue and capital reserves.

x

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

REQUIREMENT TO DISCLOSE INTANGIBLE ASSETS
The 2004 Statement of Recommended Practice requires the Council to disclose Intangible Assets. The full
implications of this change are shown in note 11 to the Statement of Accounting Policies and note 1 to the
Consolidated Balance Sheet.

4

REQUIREMENT TO PREPARE GROUP ACCOUNTS
The 2004 Statement of Recommended Practice requires the Council 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 2004/05.

5

CAPITAL EXPENDITURE AND BORROWING FACILITIES
Total capital expenditure for the year was £2,277,360 compared to the approved budget of £2,428,600. The main
items of expenditure related to council house improvements and the deferred purchase scheme on the Benfleet
Council Offices plus expenditure relating to improvements in technology in line with the Government agenda for
improving electronic government. The Council sold 8 council houses during the year. Note 1 to the Consolidated
Balance Sheet contains full details of the Council’s capital expenditure and shows how it was financed. Note 6 to
the Consolidated Balance Sheet contains details of the Council’s current borrowing. An overdraft facility is in
place with the Co-operative Bank plc to cover short-term requirements.
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6

GENERAL FUND REVENUE EXPENDITURE
The net expenditure on General Fund services during the year was £10,417,001 compared to the revised
budget of £11,222,300. This resulted in a decrease in reserves for the year of £89,132 which was
£805,299 less than budgeted. The table below shows a comparison between the revised budget and actual
net expenditure and sources of finance.
Revised
Budget
Actual
Difference
£
£
£
Net expenditure
12,491,700
(887,004)
Net expenditure on services
11,604,696
Asset Management Revenue Account
(350,192)
(351,700)
1,508
Contribution of Housing Pooled Capital Receipts
428,002
0
428,002
Interest and investment income
(363,805)
(345,800)
(18,005)
Pensions interest cost and expected return on pension assets
570,000
0
570,000
Transfer to Building Control Reserve
(92,692)
(69,200)
(23,492)
Reconciling amount for loans fund repayment
(556,606)
(502,700)
(53,906)
Movement on Pensions Reserve
(394,400)
0
(394,400)
Usable Capital Receipts equal to the contribution to
Housing Pooled Capital Receipts
(428,002)
0
(428,002)
Total net expenditure
Sources of finance
Council Tax payers
Collection Fund surplus
Revenue Support Grant
Contribution from National Non-domestic Rate pool
Total sources of finance
Transfer from General Fund reserves

7

11,222,300

10,417,001

(805,299)

5,867,271
48,655
2,037,106
2,374,837

5,867,271
48,655
2,037,106
2,374,837

0
0
0
0

10,327,869

10,327,869

0

894,431

89,132

(805,299)

USE OF MONEY FOR SERVICES
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 Tax - 14.4%

14.4%

National Non-domestic Rates - 5.8%

5.8%
Rents - 14.7%

47.0%

Fees & charges - 11.9%

14.7%
0.7% 5.5%

11.9%

Other income - 5.5%
Reserves - 0.7%
Government grants - 47.0%
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What the money was spent on

Cultural services - 10.1%
Planning services - 2.8%

1.7%

10.1%

2.8%

Housing services - 19.9%
Environmental services - 9.7%

42.1%

19.9%

Non distributed costs - 1.7%
Corporate and democratic core - 5.6%
Highways, roads and transport services - 5.0%

1.4% 5.0%

5.6% 1.7%

9.7%

Central services to the public - 1.4%
Local tax collection and Housing Benefits - 42.1%
Other - 1.7%

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.
Other includes interest payable.
8

HOUSING REVENUE ACCOUNT
The Housing Revenue Account recorded a deficit of £90,724 for the year compared to a revised budget
surplus of £80,000, a difference of £170,724.
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STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS
THE COUNCIL’S RESPONSIBILITIES
The Council is required to:
x

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 Director of Resources,
Devinia Board FCCA MAAT;

x

manage its affairs to secure the economic, efficient and effective use of resources and safeguard its assets;

x

approve the Statement of Accounts.

THE DIRECTOR OF RESOURCES’ RESPONSIBILITIES
The Director of 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 Director of Resources has:
x

selected suitable accounting policies and then applied them consistently;

x

made judgements and estimates that were reasonable and prudent;

x

complied with the Code of Practice.

The Director of Resources has also:
x

kept proper accounting records which were kept up to date;

x

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 2005 and its income and
expenditure for the year then ended.

Devinia Board FCCA MAAT
Director of Resources
17 October 2005

I confirm that these Accounts were approved by the Council at the meeting held on 27 June 2005.
Signed on behalf of Castle Point Borough Council by the Chair of the meeting approving the Accounts.

Councillor Godfrey Isaacs (Mayor)
27 June 2005
On 23 May 2005, PKF transferred their business to PKF (UK) LLP, a limited liability partnership and accordingly, the
audit report has been signed in the name of PKF (UK) LLP.
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AUDITORS’ REPORT
We have audited the financial statements on pages 9 to 36, which have been prepared in accordance with the accounting
policies applicable to local authorities as set out on pages 6 to 8. 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 54
of the Statement of Responsibilities of Auditors and of Audited Bodies, prepared by the Audit Commission.
RESPECTIVE RESPONSIBILITIES OF THE DIRECTOR OF CENTRAL SERVICES AND AUDITORS
As described on page 4 the Director of Resources is responsible for the preparation of the financial statements in
accordance with the Statement of Recommended Practice on Local Authority Accounting in the United Kingdom 2004.
Our responsibilities, as independent auditors, are established by statute, the Code of Audit Practice issued by the Audit
Commission and our profession’s ethical guidance. We report to you our opinion as to whether the financial statements
present fairly the financial position of the Council and its income and expenditure for the year.
We review whether the Statement on Internal Control on pages 37 to 44 reflects compliance with CIPFA’s guidance ‘The
Statement on Internal Control in Local Government: Meeting the Requirement of the Accounts and Audit Regulations
2003 published on 2 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. Our review was not performed for any purpose connected with any specific
transaction and should not be relied upon for any such purpose.
We read the other information published with the financial statements and consider the implications for our report if we
become aware of any apparent misstatements or material inconsistencies with the financial statements.
BASIS OF AUDIT OPINION
We conducted our audit in accordance with the Audit Commission Act 1998 and the Code of Audit Practice issued by the
Audit Commission, which requires compliance with relevant auditing standards 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 judgements made by the Council in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the Council’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 the financial position of Castle Point Borough Council at 31 March
2005 and its income and expenditure for the year then ended.
CERTIFICATE
We certify that we have completed the audit of 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
17 October 2005
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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 2004: 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 land and buildings.

2

ACCRUALS OF INCOME AND EXPENDITURE
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.

3

VALUE ADDED TAX
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.

4

OVERHEADS
Appropriate charges have been made to all users of internal support services. The cost of service management has
been apportioned to the accounts representing the activities managed. In accordance with the Best Value
Accounting Code of Practice, certain overheads are no longer allocated to services.

5

STOCKS AND WORK-IN-PROGRESS
Stocks and work-in-progress are included in the Consolidated Balance Sheet at the lower of cost or net realisable
value.

6

PROVISION FOR BAD AND DOUBTFUL DEBTS
Provision has been made in the accounts for potential bad and doubtful debts. Known uncollectable debts have
been written off.

7

PENSION COSTS
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 at 31 March 2004 for the 2003/04 Statement of Accounts, the actuary
was required by the SORP to use a discount rate of 3.5% real (6.3% actual). For the 2004/05 Statement of
Accounts, a rate based on the current return on AA corporate bonds of equivalent currency and term to scheme
liabilities has been used. The actuary has advised that a rate of 2.5% real (5.4% actual) is appropriate.
Application of this rate has resulted in an increase in liabilities measured at today's prices of £5,526,000, adjusted
for by an increase in actuarial losses recognised for the year in the Statement of Total Movements on Reserves.
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8

OPERATING LEASES
The Council uses operating leases to obtain the use of vehicles or equipment as an alternative to capital financing.
Annual rentals are charged directly to the revenue account.

9

GOVERNMENT GRANTS
All government grants and subsidies have been credited to the appropriate revenue and capital accounts.

10

DEFERRED CHARGES
This represents 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 in the year
in which it is incurred.

11

INTANGIBLE ASSETS
This represents capital expenditure incurred by the Council on computer licences. All expenditure incurred has
been capitalised on an accruals basis. The expenditure will be charged to revenue over the life of the asset.

12

FIXED ASSETS
All expenditure on the acquisition, creation or enhancement of fixed assets has been capitalised on an accruals
basis.
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 are classified as follows:

Type of Asset

Valuation Method

Estimated Useful Life
excluding Land (Years)

Council dwellings

Existing use value for social housing
Existing use value

35 to 60

Other land & buildings

Existing use value
Depreciated replacement cost

15 to 60

Infrastructure assets

Historical cost

60

Community assets

Historical cost

60

Vehicles, plant, furniture
and equipment
Non-operational assets

Depreciated historic cost

Open market value

5 to 10

N/A

Revaluations of fixed assets (excluding council houses) are carried out on a rolling five-year programme. Council
houses have been revalued as at 1 April 2004 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 Eastern region as they 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. Any material changes to
asset valuations are adjusted in the accounts in the year that they occur. Any surplus/deficit arising from
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revaluation is credited/debited to the Fixed Asset Restatement Account. Any deficit arising from an impairment
review is debited to the Capital Financing Account.
Assets previously acquired under deferred purchase schemes are recognised and included in the balance sheet at
their fair value.
The Council operates de minimis limits below which items will be charged to revenue rather than to capital on the
grounds of materiality. The limit for individual items is £10,000.
Income of £6,000 or more received from the disposal of fixed assets is credited to the usable capital receipts
reserve, and accounted for on an accruals basis. Where applicable, the proportion reserved for the repayment of
external loans is credited to a capital financing reserve. Income of less than £6,000 from individual disposals is
accounted for as revenue.
All operational buildings and vehicles are depreciated on a straight-line basis over the period of their useful
economic life.
All service revenue accounts receive a capital charge for all fixed assets used in the provision of the service. The
charge covers any provision for depreciation plus a capital financing charge. This is determined by applying a
specified notional rate of interest to the net amount of the asset in the balance sheet. In 2004/05 the rate was 3.5%
for assets held at current value and 4.8% for assets held at historical cost.
Financial Reporting Standard 15 requires that where depreciation is material it should be provided on all assets
other than non-operational assets which constitute investment properties.
13

REPAYMENT OF DEBT AND INTEREST CHARGES
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 amounts outstanding at 31 March 2005 were £105,854 and
£123,741 respectively. Reimbursement of this debt is received annually.

14

CAPITAL RECEIPTS
Under the 1985 Housing Act, Council tenants have the right to buy their dwellings. The proceeds of these sales,
and other disposals of assets are known as capital receipts.
Legislation prescribes the ways in which councils may use these receipts. In 2004/2005 these were:

Receipts from “right to buy” sales
Receipts from the sale of other housing assets
Other receipts

Paid to the
Government
%
75
50
0

Usable
Proportion
%
25
50
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 immediately available to finance
new capital expenditure.
15

RESERVES AND PROVISIONS
Powers are given under the Local Government and Housing Act 1989 for local authorities to keep reserves and
provisions for certain purposes. The Council reviews the level of these annually in order to assess their adequacy.
The Council’s reserves are shown separately in the Consolidated Balance Sheet. Provisions are accounted for
under Financial Reporting Standard 12. The Council held no provisions in either the current or previous year.
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CONSOLIDATED REVENUE ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2005
NET
2003/04

NOTES

£

EXPEND
2004/05

INCOME
2004/05

NET
2004/05

£

£

£

12,974,120
12,984,200
2,723,927
23,521,621
2,414,593
295,159

12,181,990
5,857,605
2,594,405
18,732,335
83,629
0

792,130
7,126,595
129,522
4,789,286
2,330,964
295,159

SERVICE EXPENDITURE
1,261,091
6,173,570
120,759
4,440,117
2,111,850
232,477

Central services to the public
Cultural, environmental and planning services
Highways, roads and transport services
Housing services
Corporate and democratic core
Non distributed costs
EXCEPTIONAL ITEMS

(49,383)
1,719,686

Rates refund
Premia on debt rescheduling

0
0

0
0

0
0

16,010,167

NET COST OF SERVICES

54,913,620

39,449,964

15,463,656

(3,095,962)
0
(325,477)
658,000

Asset Management Revenue Account
1
Housing capital receipts paid to Government pool
2
Interest and investment income
Pensions interest cost and expected return on pensions assets

(3,936,881)
428,002
(364,566)
570,000

13,246,728

NET OPERATING EXPENDITURE

12,160,211

APPROPRIATIONS
149,812
(283,778)
(1,719,686)
0
66,293
(671,227)
(443,000)
0

Transfer to/(from) Housing Revenue Account balances
Transfer to Major Repairs Reserve
Transfer of premia to Capital Financing Account
Capital expenditure financed from revenue
Transfer to/(from) Building Control Reserve
7
Reconciling amount for loans fund repayment
3
Movement on Pensions Reserve
4
Housing capital receipts paid to Government pool
2

10,345,142

AMOUNT TO BE MET FROM GOVERNMENT GRANTS AND LOCAL TAXATION

(90,724)
(379,351)
0
166,165
(92,692)
(556,606)
(362,000)
(428,002)
10,417,001

SOURCES OF FINANCE
1,705,045
3,024,167
5,726,327
63,642
10,519,181
174,039

Revenue Support Grant
Receipts from the National Non-domestic Rate pool
Demand on the Collection Fund
Surplus transferred from the Collection Fund

2,037,106
2,374,837
5,867,271
48,655
10,327,869

TOTAL
NET GENERAL FUND SURPLUS/(DEFICIT)

(89,132)

GENERAL FUND RESERVES
1,696,729
174,039

Reserves brought forward
Surplus/(Deficit) for the year

1,870,768
(89,132)

1,870,768

RESERVES CARRIED FORWARD

1,781,636
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NOTES TO THE CONSOLIDATED REVENUE ACCOUNT
1

TRANSACTIONS IN THE ASSET MANAGEMENT REVENUE ACCOUNT (AMRA)
2004/05

2003/04
£

£

£

£

Income
Capital charges - General Fund
- Trading Units
- Housing Revenue Account (HRA)
Amortisation of intangible fixed assets
Impairment losses charged to revenue

1,440,040
24,001
4,290,001
0
0

1,472,933
21,468
4,897,131
32,139
75,480

Total income

5,754,042

6,499,151

Expenditure
Provision for depreciation
Amortisation of intangible fixed assets *
Impairment losses charged to revenue *
External interest charges

1,954,911
0
0
703,169

Total expenditure
Credit to Consolidated Revenue Account

2,006,154
32,139
75,480
448,497
2,658,080

2,562,270

(3,095,962)

(3,936,881)

* The amortisation of intangible fixed assets and impairment loss charged to revenue are charged to the
Reconciling Amount for Loans Fund Repayment detailed at Note 3.
2

HOUSING CAPITAL RECEIPTS PAID TO GOVERNMENT POOL
2004/05 is the first year that the Council is required to pay a proportion (75%) of specified housing related capital
receipts into a Government pool for redistribution.
The 2004 Statement of Recommended Practice requires any amounts paid to the pool to be 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 appropriation section of the Consolidated Revenue Account.

3

RECONCILING AMOUNT FOR LOANS FUND REPAYMENT
Local authorities are required to set aside sums from revenue for the future repayment of external loans. There is
no longer a requirement to distinguish between Housing and non-housing debt. An additional voluntary provision
has been set aside in relation to expenditure on computer systems. The Consolidated Revenue Account contains
the following charges:
2003/04
£

2004/05
£

Non-housing amount - 4% of credit ceiling
Housing amount - 2% of credit ceiling
Minimum provision – 4% of capital financing requirement
Voluntary provision set aside

152,593
27,744
0
0

0
0
244,645
13,011

Total revenue provision

180,337

257,656

Less - amounts charged as depreciation
- amounts charged as impairment losses
- amounts charged for amortisation of intangible assets
- net expenditure on improvement grants

(705,002)
0
0
(146,562)

(574,554)
(75,480)
(32,139)
(132,089)

Credit to Consolidated Revenue Account

(671,227)

(556,606)
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NOTES TO THE CONSOLIDATED REVENUE ACCOUNT
4

PENSION COSTS
As part of the terms and conditions of employment of its officers and employees, the Authority offers retirement
benefits. Although these benefits will not actually be payable until employees retire, the Authority has a
commitment to make payments which need to be disclosed at the time that employees earn their future
entitlement.
The Authority participates in the Local Government Pension Scheme administered by Essex County Council.
This is a funded scheme, meaning that the Authority and employees pay contributions into a fund, calculated at a
level intended to balance the pensions’ liabilities with investment assets.
The Authority 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 we are 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 Consolidated Revenue Account after Net Operating Expenditure.
The following transactions have been made through the Consolidated Revenue Account in the year:
2003/04
£
Net Cost of Services
- current service costs
- past service costs
- curtailment costs
Net Operating Expenditure
- expected return on assets
- interest on pension liabilities
Amounts to be met from Government Grants and Local Taxation
- movement in pension reserve
Employer’s contributions payable to scheme

2004/05
£

904,000
291,000
74,000

1,186,000
177,000
46,000

(1,905,000)
2,563,000

(2,165,000)
2,735,000

(443,000)

(362,000)

1,484,000

1,617,000

Note 9 to the Consolidated Balance Sheet contains details of the assumptions made in estimating the figures
included in this note. The Statement of Total Movement in Reserves contains a note that details actuarial gains
and losses.
Further information can be found in Essex County Council’s Pension Fund Annual Report, which is available
upon request from Essex County Council, Financial Strategy, County Hall, Chelmsford, Essex, CM1 1LX,
(telephone 01245 431412; e-mail pensions.investments.web@essexcc.gov.uk).
5

PUBLICITY EXPENDITURE
Set out below, as required by Regulations, are details of spending on publicity:
2003/04
£

2004/05
£

Staff recruitment - General Fund
- Housing Revenue Account
Council newspaper
Other advertising - General Fund
- Housing Revenue Account

30,410
16,635
20,485
13,466
3,780

74,687
19,039
20,492
17,460
0

Total

84,776

131,678
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NOTES TO THE CONSOLIDATED REVENUE ACCOUNT
6

AGENCY INCOME AND EXPENDITURE
The Council acts as agent for Essex County Council for maintaining highways in the Borough. The County
Council reimburses Castle Point for this work, including a contribution towards administrative costs. The
agreement terminated on 31 March 2005.
A summary of expenditure incurred in respect of this activity, which is not included in the Consolidated Revenue
Account is as follows:
2004/05
£

2003/04
£
Maintenance
Street lighting
Other
Administration

7

731,883
215,949
28,525
571,943

921,769
184,911
17,819
571,943

Total revenue amount reimbursable
Capital works

1,548,300
1,412,881

1,696,442
1,061,595

Total amount reimbursable

2,961,181

2,758,037

BUILDING CONTROL CHARGING ACCOUNT
The statement below shows the total cost of providing a Building Control service, divided between chargeable and
non-chargeable activities:

Chargeable
£

Non
Chargeable
£

Expenditure
Employees
Transport related expenses
Supplies and services
Third party payments
Support services

173,042
9,518
52,070
8,771
83,218

48,807
2,684
1,261
0
23,472

221,849
12,202
53,331
8,771
106,690

Total expenditure

326,619

76,224

402,843

Income
Building regulation charges
Miscellaneous income

233,927
0

0
11,000

233,927
11,000

Total income

233,927

11,000

244,927

Surplus/(deficit) for the year

(92,692)

(65,224)

(157,916)

66,293

(109,966)

(43,673)

2003/04

Total
£

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 see Statement of Total Movement in Reserves.
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NOTES TO THE CONSOLIDATED REVENUE ACCOUNT
8

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:
x
x
x

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:

9

2003/04
Number

2004/05
Number

£50,000 - £59,999
£60,000 - £69,999
£70,000 - £79,999
£80,000 - £89,999

3
2
0
1

3
3
1
0

Total

6

7

MEMBERS' ALLOWANCES
Set out below, as required by Regulations, is the total of Members’ Allowances paid in the year:
2004/05
£

2003/04
£

10

Basic Allowance
Special Responsibility Allowance

100,814
49,366

105,949
54,582

Total

150,180

160,531

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:
2004/05
2003/04
£
£
Fees payable with regard to external audit services

141,921

120,839

Fees payable in respect of statutory inspection

20,540

26,016

Fees payable for the certification of grant claims and returns

33,681

65,105

196,142

211,960

Total
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NOTES TO THE CONSOLIDATED REVENUE ACCOUNT
11

OPERATING LEASES
Vehicles, Plant, Furniture & Equipment
The Council uses various vehicles, heavy plant and equipment under terms of an operating lease. The amounts
paid under operating leases during the year amounted to £366,138 (£319,447 in 2003/04). Charges are made to
the Revenue Account evenly throughout the period of the lease. Note 10 to the Balance Sheet contains details of
the Council’s commitment under operating leases during 2005/06.

12

RELATED PARTY TRANSACTIONS
The Council is required to disclosure material transactions undertaken during the year with related parties.
Related parties include Central Government, Members, Chief Officers and partner bodies.
Central Government has effective 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 (eg housing
benefits). Details of transactions with Central Government are set out in note 6 to the Cash Flow.
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:
2003/04
Receipts
Payments
£
£

2004/05
Receipts
Payments
£
£

Castle Point Gas & Heating Co Ltd
Mr D Wells was a Councillor during part of 2003/04 and
a director of Castle Point Gas & Heating Co Ltd.
Payments to the company relate to revenue and capital
expenditure incurred on central heating contract work won
under competitive tender.

0

193,755

0

0

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.

0

10,500

0

10,500

Rhodar (Southern) Ltd
Mr L Munt was a Councillor until 10 June 2004 and is a
director of Rhodar (Southern) Ltd. The company
submitted a quotation to contract for works dated 25 June
2004. Payments made to the company relate to revenue
expenditure incurred on asbestos removal won under
competitive tender.

0

0

0

22,346
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HOUSING REVENUE ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2005
2003/04

NOTES

£

2004/05
£

INCOME
4,878,361
162,586
916,341
1,528,178
11,361

Gross dwelling rents
Gross non-dwelling rents
Charges for services and facilities
Subsidy receivable
Housing benefit transfers

7,496,827

TOTAL INCOME

1
2
3
4
5

4,974,305
162,430
784,328
0
0
5,921,063

EXPENDITURE
1,133,735
1,724,099
169,789
3,368,464
0
27,091
3,040,091
1,249,910
7,612

Repairs and maintenance
Supervision and management
Rents, rates, taxes and other charges
Rent rebates/transitional benefit overpayment arrangements
Negative subsidy
Increase in provision for bad or doubtful debts
Cost of capital charge
Depreciation and impairment of fixed assets
Debt management costs

6
4
4
9
9

1,418,324
1,719,605
172,137
71,549
1,495,731
5,546
3,465,531
1,431,600
0

10,720,791

TOTAL EXPENDITURE

9,780,023

3,223,964

NET COST OF SERVICE

3,858,960

(3,104,716)
(19,483)
99,765
0
27,744
(283,778)
6,457
149,812

Adjusting transfer from the Asset Management Revenue Account
Investment income

9
12

NET OPERATING EXPENDITURE
Revenue contribution to capital expenditure
Contribution to Minimum Repayment Provision
Transfer from Major Repairs Reserve
Movement on Pensions Reserve
SURPLUS/(DEFICIT) FOR THE YEAR

(3,560,566)
(26,884)
271,510

8
9
9
15

166,165
0
(379,351)
32,400
(90,724)

HOUSING REVENUE ACCOUNT RESERVES
431,405
149,812

Reserves brought forward
Surplus/(Deficit) for the year

581,217
(90,724)

581,217

RESERVES CARRIED FORWARD

490,493

Page 15

NOTES TO THE HOUSING REVENUE ACCOUNT (HRA)
1

GROSS DWELLING RENTS
This is the total rent collectable for the year after allowance is made for empty property. The average weekly rent
per dwelling in 2004/05 was £61.24 compared with £59.66 in 2003/04, an increase of £1.58 or 2.65%.

2

GROSS NON-DWELLING RENTS
This is the total income receivable from garages, after allowance is made for empty property, wayleaves,
easements and any other lettings.

3

CHARGES FOR SERVICES AND FACILITIES
This is income receivable from tenants for services paid for by the Council such as heating, water and sewerage.

4

SUBSIDY RECEIVABLE/NEGATIVE SUBSIDY TRANSFER
For 2003/04 this represented reimbursement by the Government for the shortfall of notional rent and other income
against expenditure deemed to have been incurred for management and maintenance, charges for capital and rent
rebates.
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 now becomes payable to the Office of the Deputy Prime Minister.
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.
The full cost for transitional benefit overpayment arrangements is included as a transfer from the HRA to the
General Fund in 2004/05.
The 2003/04 subsidy receivable and 2004/05 negative subsidy are analysed as:

Allowance for management
Allowance for maintenance
Allowance for major repairs
Charges for capital
Rent rebates
Admissible set aside transitional allowance
Anti-social behaviour orders allowance
Less rental income
Less interest on receipts
Total

2003/04
£

2004/05
£

594,097
775,616
966,132
40,145
3,350,032
0
0
(4,191,483)
(6,361)

600,832
1,120,368
1,052,256
66,063
0
5,338
1,000
(4,339,518)
(2,070)

1,528,178

(1,495,731)
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NOTES TO THE HOUSING REVENUE ACCOUNT (HRA)
5

HOUSING BENEFIT TRANSFERS
This is the transfer of expenditure to the General Fund for the total cost of Housing Benefit awarded to tenants, in
accordance with the Council’s local scheme. This expenditure is not reimbursed by the Government and is borne
by the General Fund.
This transfer is not required for 2004/05 due to the transfer of Rent Rebates from the HRA to the General Fund, as
explained in note 4 above.

6

RENTS, RATES, TAXES AND OTHER CHARGES
This includes expenditure on services provided to tenants such as heating, water and sewerage.

7

HOUSING ASSETS
The value of the Council’s operational housing assets shown in the balance sheet as at 31 March 2005 was
£98,369,241 (£84,615,448 as at 31 March 2004).
The vacant possession value of Council dwellings as at 1 April 2004 was £160,136,500 (£141,455,000 as at 1
April 2003).
The vacant possession and balance sheet values of HRA dwellings show the economic cost of providing council
housing at less than open market rents.

8

CAPITAL EXPENDITURE AND RECEIPTS
Sources of funding for council dwelling capital expenditure during the year were as follows:
2004/05
£

2003/04
£
Credit approvals

450,064

0

0

166,165

966,132

1,052,249

1,416,196

1,218,414

Revenue contribution to capital expenditure
Major Repairs Reserve
Total capital expenditure

Capital receipts from the disposal of operational assets received during 2004/05 were £798,170 (£1,320,942 in
2003/04). The usable element during 2004/05 was £370,167 (£330,235 in 2003/04).
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.
Of the £798,170 received in 2004/05, £227,500 is specifically for the provision of affordable housing in the
borough, and will be fully retained by the Council.
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NOTES TO THE HOUSING REVENUE ACCOUNT (HRA)
9

COST OF CAPITAL CHARGE AND DEPRECIATION OF FIXED ASSETS
The HRA receives a cost of capital charge based on 3.5% of the value of property and a depreciation charge
calculated in accordance with proper practices. The cost of capital charge is adjusted through the Adjusting
transfer from the Asset Management Revenue Account, leaving the statutory calculation for the year.
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
During 2003/04 and 2004/05 it was not necessary to make any impairment charges to reduce the value of
operational assets for uninhabitable properties. 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.

10

HOUSING STOCK
The Council sold 8 council houses during 2004/05. An analysis of the Council’s housing stock is as follows:

Dwelling Types
1 bedroom
2 bedroom
3 bedroom
4 bedroom
Bedsitters
Total
11

31/3/04
Number

31/3/05
Number

506
391
468
10
204

503
390
465
10
203

1,579

1,571

GARAGES
As at 31 March 2005, the Council had 432 garages located in blocks (442 as at 31 March 2004).

12

INVESTMENT INCOME
Details of the HRA’s investment income are as follows:
2003/04
£

2004/05
£

Mortgage interest
Other interest receivable

2,164
17,319

761
26,123

Total

19,483

26,884

Mortgage interest is the interest receivable from loans made by the Council to tenants enabling them to purchase
their Council houses.
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NOTES TO THE HOUSING REVENUE ACCOUNT (HRA)
13

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:
2004/05
£

2003/04
£
0

0

(1,249,910)

(1, 431,600)

33,185
250,593
966,132

27,972
351,379
1,052,249

0

0

Balance brought forward
Total depreciation for the year (transfer from Capital Financing
Account)
Less - non-dwelling depreciation (transfer to HRA)
- dwelling depreciation in excess of MRA (transfer to HRA)
- capital expenditure financed by MRR
Balance carried forward
14

RENT ARREARS
The total value of rent arrears as at 31 March 2005 was £96,342 (£69,942 as at 31 March 2004). A provision of
£51,952 (£44,191 as at 31 March 2004) has been included in the Consolidated Balance Sheet to meet possible
future bad debts.

15

PENSION COSTS
As part of the terms and conditions of employment of its officers and employees, the Authority offers retirement
benefits. Although these benefits will not actually be payable until employees retire, the Authority has a
commitment to make payments which need to be disclosed at the time that employees earn their future
entitlement.
The Authority participates in the Local Government Pension Scheme administered by Essex County Council.
This is a funded scheme, meaning that the Authority and employees pay contributions into a fund, calculated at a
level intended to balance the pensions’ liabilities with investment assets.
The Authority 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 we are required to
make against housing rents is based on the cash payable in the year, so the real cost of retirement benefits is
reversed out of the Housing Revenue Account after Net Operating Expenditure.
The following transactions have been made through the Housing Revenue Account in the year:
2003/04
£

2004/05
£

Cost of pensions included in Net Cost of Services
Add adjustment in pensions reserve

147,222
6,457

95,309
32,400

Employer’s contributions payable to scheme

153,679

127,709
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COLLECTION FUND INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2005

2003/04
£

NOTES

2004/05
£

INCOME

32,780,387

4,172,651

414

1

Council Tax
Income from Council Tax

34,439,232

Transfers from the General Fund
Council tax benefit

4,704,647

Community Charge
Adjustment for previous years' Community Charge

10,035,434

Business Rates
Income collectable from business ratepayers

46,988,886

TOTAL INCOME

1,692

2

10,800,150
49,945,721

EXPENDITURE

5,726,327
27,821,567
2,885,510
0

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

5,867,271
27,532,538
3,065,656
1,742,671

9,951,451
83,983

Business Rates
Contribution to national pool
Costs of collection

10,716,932
83,218

148,841

Bad and Doubtful Debts
Provision for non-payment of Council Tax

125,802

356,190

Contributions
Towards previous year's estimated Collection Fund surplus

306,774

46,973,869

49,440,862

TOTAL EXPENDITURE

MOVEMENT ON FUND BALANCE
342,429
15,017

Surplus brought forward
Surplus for the year

357,446

SURPLUS CARRIED FORWARD

357,446
504,859
3
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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

A

B

C

D

E

F

G

H

5,037

11,812

7,797

3,957

1,643

536

57

6:9

7:9

8:9

9:9

11:9

13:9

15:9

18:9

1,002

3,918

10,499

7,797

4,836

2,373

893

114

Number of dwellings after 1,504
discounts
Ratio
Number of band D
equivalent dwellings
Collection rate adjustment

32,343

31,432
(550)

Council Tax Base
2

TOTAL

30,882

INCOME COLLECTABLE FROM NATIONAL NON-DOMESTIC RATES (NNDR)
NNDR is administered on a national basis. The Government specifies a multiplier of 45.6p (44.4p in 2003/04)
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:
2003/04
£

2004/05
£

National non-domestic rateable value as at 1 April
Multiplier

26,486,121
.444

26,626,951
.456

Total

11,759,838

12,141,890

309,488

180,683

Gross amount collectable

12,069,326

12,322,573

Less allowances and other adjustments

(2,033,892)

(1,522,423)

Net income collectable from ratepayers

10,035,434

10,800,150

In period revaluation
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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.
2004/05

2003/04
£
Council Tax - Castle Point Borough Council
- Essex County Council
- Essex Police Authority
- Essex Fire Authority

£

£

55,914
272,678
28,320
0

Community Charge - Castle Point Borough Council
Surplus as at 31 March
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£

134,189
617,473
70,485
38,452
356,912

860,599

534

1,706

357,446

862,305

CONSOLIDATED BALANCE SHEET
AS AT 31 MARCH 2005
NOTES

31 March 2004

31 March 2005
£

£

£

FIXED ASSETS
0
84,615,448
19,927,545
47,528
21,196
260,174
1,339,792

182,121
98,369,241
23,604,371
249,267
21,196
228,375
1,995,389

Intangible fixed assets
Council dwellings
Other land and buildings
Vehicles, plant and equipment
Infrastructure assets
Community assets
Non-operational assets

106,211,683
82,874

TOTAL FIXED ASSETS
Long term debtors

106,294,557

TOTAL LONG TERM ASSETS

1
3

124,649,960
54,746
124,704,706

CURRENT ASSETS
66,387
3,828,709
4,113,320
12,329

Stocks and work in progress
Debtors
Investments
Cash and bank

2
3
4

53,048
3,226,162
5,262,672
3,362

8,020,745

8,545,244
CURRENT LIABILITIES

(4,185,423)
(400,333)
(461,138)

Creditors
Borrowing repayable within 12 months
Bank overdraft

6
7

(4,504,136)
(400,333)
(483,460)

(5,046,894)

(5,387,929)

109,268,408

TOTAL ASSETS LESS CURRENT LIABILITIES

(7,830,445)
(12,351)
(12,997,000)

Borrowing repayable over periods of more than 12 months
Deferred credits
Liability related to defined benefit pension scheme

127,862,021
7
5
9

(7,430,112)
(5,739)
(18,723,000)

(20,839,796)
88,428,612

(26,158,851)
TOTAL ASSETS LESS LIABILITIES

101,703,170

BALANCES AND RESERVES
1,870,768
581,217
357,446
102,617
(12,997,000)
86,692,828
11,527,791
292,945
0
88,428,612

General Fund
Housing Revenue Account
Collection Fund
Building Control Reserve
Pensions Reserve
Fixed Asset Restatement Account (FARA)
Capital Financing Account (CFA)
Usable capital receipts
Major Repairs Reserve
NET WORTH

12

1,781,636
490,493
862,305
9,925
(18,723,000)
105,389,608
11,664,703
227,500
0
101,703,170
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NOTES TO THE CONSOLIDATED BALANCE SHEET
1

FIXED ASSETS

Intangible fixed assets
Capital expenditure relates to software licences which are held for the Council’s revenue and benefits computer system.
The cost of £214,260 is charged to revenue over a period of 5 years. Movements in intangible assets in the year were as
follows:
Licences
£
Balance at 31 March 2004

0

Additions

214,260

Written off to revenue in year

(32,139)

Balance at 31 March 2005

182,121

Tangible fixed assets
The Council has re-appointed Wilks Head and Eve to carry out a further phased revaluation over a five-year period of the
freehold and leasehold properties that comprise the Council’s property portfolio (excluding Council houses). The fifth
phase of the current revaluation took place in April and October 2004, when assets were valued as at 1 April 2004. 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. The Council also appointed Wilks Head and Eve to carry out a desktop
revaluation of the Council’s housing assets as at 1 April 2004, the valuation took place in April 2004.
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 non-operational
have been valued at open 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 representative of a group.
Numbers of major tangible fixed assets owned by the Council

Council dwellings
Council offices
Depots and workshops
Public conveniences
Off-street car parks
Leisure centres including pools
Civic halls
Heritage Centre
Open spaces including recreation grounds
Golf course
Golf course driving range
Golf course shop
Cemeteries
Allotment sites
Total

31/3/04
Number
1,579
3
2
8
12
2
7
1
41
1
1
1
4
8

31/3/05
Number
1,571
3
2
8
12
2
7
1
41
1
1
1
4
8

1,670

1,662
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NOTES TO THE CONSOLIDATED BALANCE SHEET
Tangible fixed asset transactions
Movements in fixed assets during the year were as follows:
Operational Assets

Council
Dwellings
£

Other Land
and Buildings
£

Vehicles
Plant etc
£

Infrastructure
£

Community
Assets
£

Total
Operational
£

Certified valuation
At 31 March 2004

85,865,358

22,617,921

153,105

21,196

260,174

108,917,754

Accumulated
Depreciation

(1,249,910)

(2,690,376)

(105,577)

0

0

(4,045,863)

NBV 31 March 2004

84,615,448

19,927,545

47,528

21,196

260,174

104,871,891

Revaluation

14,397,566

4,993,175

0

0

(31,799)

19,358,942

Category transfer
Additions

(571,800)

(571,800)

1,218,414

306,347

316,250

0

0

1,841,011

0

(306,347)

0

0

0

(306,347)

(430,587)

(209,026)

0

0

0

(639,613)

0

0

(75,480)

0

0

(75,480)

Depreciation in year

(1,431,600)

(535,523)

(39,031)

0

0

(2,006,154)

NBV 31 March 2005

98,369,241

23,604,371

249,267

21,196

228,375

122,472,450

No increase to asset
value
Disposals
Impairments

Non-operational
Assets
Certified valuation
At 31 March 2004
Accumulated
depreciation
NBV 31 March 2004
Revaluation

NonOperational
£
1,339,792
0
1,339,792
83,798

Total
Assets
£

Key
NBV Net Book Value

110,257,546 The amount shown as an addition under Other Land and
Buildings for £306,347 relates to the payment of principle and
interest for a deferred purchase agreement.
(4,045,863)
This agreement commenced 9 January 1990 and was amended
106,211,683 23 January 1996. The last payment will be made during
2010/11.
19,442,740

571,800

0

Additions

0

1,841,011

No increase to asset
value

0

(306,347)

(1)

(639,614)

Impairments

0

(75,480)

Depreciation in year

0

(2,006,154)

1,995,389

124,467,839

Category transfer

Disposals

NBV 31 March 2005
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NOTES TO THE CONSOLIDATED BALANCE SHEET
Main items of capital expenditure
2003/04
£

2004/05
£

Council house improvements
Benfleet Council Offices deferred purchase agreement
Computer systems

1,416,196
321,910
199,547

1,218,414
306,347
439,860

Total

1,937,653

1,964,621

Financing of capital expenditure in 2004/05
The financing of capital expenditure for 2004/05 is shown in terms of the capital financing requirement in line with the
requirements of the Prudential Code, which came into effect from 1 April 2004. Comparative figures on this basis are not
available, therefore the financing of 2003/04 has been reproduced (below) as shown in the 2003/04 Statement of
Accounts.
2004/05
£
Opening Capital Financing Requirement

7,991,064

Capital investment
Intangible assets
Deferred charges
Operational assets

214,260
222,089
1,841,011

Sources of Finance
Capital receipts
Government grants and other contributions
Revenue provision

(480,666)
(1,734,452)
(457,656)

Closing Capital Financing Requirement

7,595,650

Explanation of movements in year
Decrease in underlying need to borrow (unsupported by
Government financial assistance)

(395,414)

Decrease in Capital Financing Requirement

(395,414)

Financing of capital expenditure in 2003/04
Expenditure
Deferred charges (written off to revenue in year)
Fixed assets (no increase in balance sheet values)

£

Financing

£

457,177 Credit approvals less specified grants
1,774,697 Specified grants
Capital receipts
External sources
Major repairs allowance
2002/03 accruals resourced in 2003/04
2003/04 accruals to be resourced in 2004/05

554,000
145,580
374,306
206,098
966,132
(104,996)
90,754

2,231,874

2,231,874
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NOTES TO THE CONSOLIDATED BALANCE SHEET
2

STOCKS AND WORK IN PROGRESS
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.
31/3/04
£
Work in progress
Rechargeable works

3

4,035

577

Stocks

62,352

52,471

Total

66,387

53,048

DEBTORS

Amounts falling due within one year
Government departments
HM Revenue and Customs
Essex County Council
National Non-domestic Ratepayers
Council Tax payers
Housing rents
Sundry debtors

31/3/04
£

31/3/05
£

855,893
136,169
922,655
95,591
1,195,239
86,908
1,657,071

910,718
181,830
550,846
87,437
1,330,580
138,782
1,363,638

4,949,526

4,563,831

Less provisions for bad and doubtful debts
Sundry debtors - General Fund
Housing rents
National Non-domestic Ratepayers
Council Tax payers

(410,169)
(44,191)
(44,129)
(622,328)

(441,889)
(51,952)
(69,882)
(773,946)

Short-term debtors

3,828,709

3,226,162

Amounts falling due after one year
Mortgages
Housing Associations
Miscellaneous loans

65,052
14,122
3,700

38,940
14,106
1,700

Long-term debtors

82,874

54,746

3,911,583

3,280,908

Total
4

31/3/05
£

INVESTMENTS
The Council had surplus funds of £5,262,672 as at 31 March 2005 (£4,113,320 as at 31 March 2004). Of this
£2,262,624 was invested with the Co-operative Bank plc, £2,000,000 with Nationwide Building Society,
£1,000,000 with HBOS Treasury Services and £48 in Consolidated Loan Stock.

5

DEFERRED CREDITS
Deferred credits are amounts from sales of assets which will be received in instalments over a period of time.
These relate to mortgage loans made for sales of Council houses.
Page 27

NOTES TO THE CONSOLIDATED BALANCE SHEET
6

7

CREDITORS
31/3/04
£

31/3/05
£

Government departments
HM Revenue and Customs
Essex County Council
AWG Plc
National Non-domestic Ratepayers
Community Charge payers
Council Tax payers
Housing rents
Related parties – Castle Point Gas & Heating Co Ltd
Sundry creditors

256,761
199,727
142,622
1,097
305,740
5
581,502
50,726
5,979
2,641,264

997,766
203,883
206,066
194
143,284
0
422,234
75,898
0
2,454,811

Total

4,185,423

4,504,136

BORROWING
Range of interest
rates payable
%

31/3/04
£

31/3/05
£

4.375 – 9.3750
6.1250
7.8175

6,825,112
5,666
1,400,000

6,625,112
5,333
1,200,000

Total

8,230,778

7,830,445

Less repayable within 12 months

(400,333)

(400,333)

Long-term borrowing

7,830,445

7,430,112

Public Works Loan Board
Mortgages
Deferred purchase arrangement

8

Maturing

31/3/04
£

31/3/05
£

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

400,333
1,201,000
6,151,667
77,445

800,333
601,000
6,026,779
2,000

Total

7,830,445

7,430,112

POST BALANCE SHEET EVENT
On 29 June 2005 the Office of the Deputy Prime Minister issued guidance to local authorities decreasing with
effect from 1 April 2005 the adjustment factor applicable to valuations of local authority housing to reflect use as
social housing from 0.54 to 0.45. The change does not apply to the financial statement for the year ended 31
March 2005 but will decrease housing stock valuations in the accounts for the year ending 31 March 2006. Had
the change been applicable to the 2005 accounts, the impact would have been to reduce the valuation of social
housing by £12,618,088 from £75,708,530 to £63,090,442.
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DISCLOSURE OF NET PENSIONS LIABILITY
Note 4 to the Consolidated Revenue Account (CRA) contains details of the Authority’s participation in the Local
Government Pension Scheme, administered by Essex County Council, which provides its officers and employees
with retirement benefits.
The underlying assets and liabilities in relation to retirement benefits that are attributable to the Authority at 31
March are as follows:
31/3/05
31/3/04
£
£
Estimated share of assets in ECC Fund
Less estimated liabilities in ECC Fund

31,576,000
(44,573,000)

34,528,000
(53,251,000)

Net pensions liability

(12,997,000)

(18,723,000)

The net pensions liability shows the underlying commitments that the Authority has to pay future retirement
benefits.
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 2005
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 eleven months up to 28 February 2005 and an estimate (based on market index
returns) for the one month up to 31 March 2005. Some modifications have been made to the formula in the
CIPFA guidance to allow for two factors:
•

•

the change in the use of discount factor for Local Authorities accounting under the CIPFA Local
Authority Accounting Practice (LAAP) requirements. In 2003/04 the discount rate used to value
liabilities and calculate current service cost was determined by HM Treasury. For 2004/05 the discount
rate used was based on the redemption yeilds available on long-dated AA rated corporate bonds;
the updating of the FRS17 figures to take account of the 2004 actuarial valuation.

The actuarial assumptions used in the calculations are as follows:

Inflation rate
Rate of increase in salaries
Rate of increase in pensions
Discount rate

2003/04
%

2004/05
%

2.80
4.60
2.80
6.30

2.90
4.40
2.90
5.40

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 as follows:
Expected
Return
%
Equities
Government Bonds
Other Bonds
Property
Cash/Liquidity
Total

7.50
4.70
5.40
6.50
4.75

Fair value
31/3/04
£

Fair value
31/3/05
%

£

%

21,787,000
2,747,000
3,000,000
3,410,000
632,000

69.00
8.70
9.50
10.80
2.00

23,790,000
3,798,000
2,037,000
3,936,000
967,000

68.90
11.00
5.90
11.40
2.80

31,576,000

100.00

34,528,000

100.00
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OPERATING LEASES
The Council was committed at 31 March 2005 to making payments of £314,444 under operating leases in
2005/06, comprising of the following elements:
Vehicles, Plant
and Equipment
£
Leases expiring in 2005/06
Leases expiring between 2006/07 and 2009/10
Leases expiring after 2009/10

51,425
225,800
37,219

Total

314,444

Note 11 to the Consolidated Revenue Account contains details of the amount the Council has paid under operating
leases in 2004/05.
11

12

ANALYSIS OF NET ASSETS EMPLOYED
31/3/04
£

31/3/05
£

General Fund
Housing Revenue Account

3,355,072
85,073,540

2,944,327
98,758,843

Total

88,428,612

101,703,170

CAPITAL FINANCING ACCOUNT
A summary of the Capital Financing Account is shown on the Statement of Total Movement in Reserves. The
movements during the year were as follows:
2004/05
£

£
11,527,791

Balance at 1 April 2004
Financing of fixed assets
- from capital receipts
- from external sources
- from Housing Revenue account
- from Major Repairs Reserve

480,666
426,038
166,165
1,052,249
2,125,118

Total for Financing of fixed assets
Net deficit for the year
Reconciling amount for provision of loans repayment
Housing Revenue Account
- dwelling depreciation
- garages depreciation

(556,606)
(1,403,628)
(27,972)

Total for Net deficit for the year

(1,988,206)

Balance 31 March 2005

11,664,703
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STATEMENT OF TOTAL MOVEMENT IN RESERVES
This Statement of Total Movements in Reserves brings together all the recognised gains and losses of the Council
during the year and identifies those which have and have not been recognised in the consolidated revenue account.
The statement separates the movements between revenue and capital reserves.
REVENUE RESERVES
Collection
Fund
£

Building
Control
Reserve
£

Pension
Reserve
£

581,217

357,446

102,617

(12,997,000)

(89,132)

(90,724)

504,859

(92,692)

0

Appropriations to/from revenue - pension only

0

0

0

0

(362,000)

Actuarial gains and losses relating to pensions

0

0

0

0

(5,364,000)

Housing Revenue Account depreciation

0

0

0

0

0

Transfer to Housing Revenue Account

0

0

0

0

0

Unrealised gains from the revaluation of fixed assets

0

0

0

0

0

Principal repaid on the deferred purchase scheme

0

0

0

0

0

Expenditure with no increase in fixed asset values

0

0

0

0

0

Cost or value of asset disposals

0

0

0

0

0

Proceeds from disposals

0

0

0

0

0

Financing of fixed assets

0

0

0

0

0

(89,132)

(90,724)

504,859

(92,692)

(5,726,000)

1,781,636

490,493

862,305

9,925

(18,723,000)

BALANCE BROUGHT FORWARD
Net surplus/(deficit) for the year

Total movements in the year
BALANCE CARRIED FORWARD

General
Fund
£

Housing
Revenue
Account
£

1,870,768

The Pension Reserve shows actuarial gains and losses analysed into the following categories, measured as absolute
amounts and as a percentage of assets or liabilities as at 31 March 2005.

2002/03
Differences between the expected and actual return on assets

£
(7,918,000)

%
(30.9)

Differences between actuarial assumptions about liabilities and actual experience

0

0

Changes in the demographic and financial assumptions used to estimate liabilities

0

0

Total gains/(losses)

(7,918,000)

The Fixed Asset Restatement Account shows the movements in the unrealised value of fixed assets and the value
of assets sold, disposed of or decommissioned in the year.
The Capital Financing Account shows the movement in the amounts set aside to finance capital expenditure. See
note 12 to the Consolidated Balance sheet for full details.
Page 31

STATEMENT OF TOTAL MOVEMENT IN RESERVES

Key
FARA

Fixed Asset Restatement Account

CFA

Capital Financing Account

CAPITAL RESERVES
Total
Revenue
£

FARA
£

CFA
£

Usable
Capital
Receipts
£

(10,084,952)

86,692,828

11,527,791

292,945

232,311

0

(1,988,206)

(362,000)

0

(5,364,000)

Major
Repairs
Reserve
£

Total
Capital
£

Net
Worth
£

0

98,513,564

88,428,612

0

0

(1,988,206)

(1,755,895)

0

0

0

0

(362,000)

0

0

0

0

0

(5,364,000)

0

0

0

0

1,431,600

1,431,600

1,431,600

0

0

0

0

(379,351)

(379,351)

(379,351)

0

19,442,740

0

0

0

19,442,740

19,442,740

0

200,000

0

0

0

200,000

200,000

0

(306,347)

0

0

0

(306,347)

(306,347)

0

(639,613)

0

0

0

(639,613)

(639,613)

0

0

0

415,221

0

415,221

415,221

0

0

2,125,118

(480,666)

(1,052,249)

592,203

592,203

(5,493,689)

18,696,780

136,912

(65,445)

0

18,768,247

13,274,558

(15,578,641)

105,389,608

11,664,703

227,500

0

117,281,811

101,703,170

2004/05

2003/04
%
13.4

£
1,607,000

%
4.7

0

0

1,037,000

1.9

0

0

(8,008,000)

(15.0)

£
4,221,000

4,221,000

(5,364,000)

The Usable Capital Receipts shows the movement in realised capital resources. The balance carried forward of
£227,500 is to be used to resource capital expenditure relating to affordable housing. In the year £428,002 was
received from the sale of council houses into the Usable Capital Receipts account and then passed to the Government.
The Major Repair Reserve shows the total amount available and used to finance capital expenditure.
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2005
2003/04
£
11,336,086
31,148,466
8,305,319
6,846,649
0
0
8,273,560

NOTES

2004/05
£

REVENUE ACTIVITIES
Cash Outflows
Cash paid to and on behalf of employees
Precepts paid
National Non-domestic Rate payments to national pool
Housing Benefit paid out
Negative Housing Subsidy
Payments to the Capital Receipts Pool
Other operating cash payments

11,825,659
32,724,786
9,937,228
8,003,867
1,528,283
295,172
9,523,475
73,838,470

65,910,080
(1,489,492)
(32,835,591)
(5)
(414)
(8,792,026)
(3,024,167)
(1,705,101)
(10,109,104)
(1,614,596)
(916,422)
(4,940,549)
(1,791,392)

Cash Inflows
Rents (after rebates)
Council Tax receipts
Community Charge receipts
Adjustment to previous years' Community Charge
Non-domestic Rate receipts
Receipts from the National Non-domestic Rate pool
Revenue Support Grant
Housing Benefit Subsidy
Housing Subsidy
Other Government grants
Cash received for goods and services
Other operating cash receipts

6
6
6
6

(1,557,336)
(34,296,241)
5
(1,692)
(10,671,601)
(2,374,837)
(2,037,106)
(16,237,721)
0
(842,184)
(4,203,391)
(4,010,034)
(76,232,138)

(67,218,859)
(1,308,779)

791,689
1,719,686

£

NET CASHFLOW FROM REVENUE ACTIVITIES

(2,393,668)

1

RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
Cash Outflows
Interest paid
Premia paid on debt re-scheduling

449,869
0
449,869

2,511,375
(338,598)

Cash Inflows
Interest received

(354,001)

2,046,117

CAPITAL ACTIVITIES
Cash Outflows
Purchase of fixed assets

2,124,461

(1,305,731)
(298,501)

Cash Inflows
Sale of fixed assets
Capital grants and donations received

6

(836,611)
(508,446)
(1,345,057)

(1,604,232)
1,305,883
(2,500,000)

408,396

NET CASH INFLOW BEFORE FINANCING
MANAGEMENT OF LIQUID RESOURCES
Net increase in short term deposits

4

1,000,000

FINANCING
Cash Outflows
Repayments of amounts borrowed

4

400,333

(2,091,604)
(785,721)

(1,518,396)

2&3

INCREASE IN CASH
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1,400,333

2&3

(118,063)

NOTES TO THE CASH FLOW STATEMENT
1

RECONCILIATION OF SURPLUS WITH NET CASH FLOW
2003/04
£
General Fund (surplus)/deficit
Housing Revenue Account (HRA)
(surplus)/deficit
Collection Fund surplus

2004/05
£

£

(174,039)
(149,812)

89,132
90,724

(15,017)

(504,859)
(338,868)

£

(325,003)

Non-cash transactions
Direct revenue financing of capital expenditure
Transfer to Building Control Reserve
Transfer equal to pooled capital receipts
HRA dwelling depreciation
Minimum revenue provision

0
(66,293)
0
(966,132)
(180,337)

(166,165)
92,692
428,002
(1,052,249)
(257,656)
(1,212,762)

(955,376)

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

(30,034)
(689,414)
1,415,390

(13,339)
(630,675)
(373,407)
695,942

(1,017,421)

Items included in another classification in the
cash flow statement
Interest paid
Interest element of finance lease rental payments
Interest received

(791,689)
0
338,598

Net cashflow from revenue activities
2

(449,869)
0
354,001
(453,091)

(95,868)

(1,308,779)

(2,393,668)

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT
2003/04
£

2004/05
£

Increase in cash in the period
Cash used to repay debt
Cash used to (increase)/decrease liquid resources

(785,721)
(408,396)
2,500,000

(118,063)
(400,333)
(1,000,000)

Change in net debt
Net debt as at 1 April

1,305,883
3,260,384

(1,518,396)
4,566,267

Net debt as at 31 March

4,566,267

3,047,871
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3

ANALYSIS OF CHANGES IN NET DEBT
31/3/04
Balance
£
(12,329)
461,138
(2,113,272)

(3,362)
483,460
(2,262,624)

8,967
22,322
(149,352)

Increase in cash
Debt due within 1 year
Debt due after 1 year
Other temporary investments

(1,664,463)
400,333
7,830,445
(2,000,048)

(1,782,526)
400,333
7,430,112
(3,000,048)

(118,063)
0
(400,333)
(1,000,000)

4,566,267

3,047,871

(1,518,396)

ANALYSIS OF THE CHANGES IN THE MANAGEMENT OF LIQUID RESOURCES AND
FINANCING
31/3/04
Balance
£

31/3/05
Balance
£

Borrowing
Public Works Loan Board
Mortgages
Deferred purchase scheme

6,825,112
5,666
1,400,000

6,625,112
5,333
1,200,000

(200,000)
(333)
(200,000)

Total borrowing

8,230,778

7,830,445

(400,333)

(2,000,048)

(3,000,048)

(1,000,000)

6,230,730

4,830,397

1,400,333

31/3/04
Balance
£

31/3/05
Balance
£

Temporary investments
Less temporary investments available on demand

(4,113,320)
2,113,272

(5,262,672)
2,262,624

(1,149,352)
149,352

Liquid Resources

(2,000,048)

(3,000,048)

(1,000,000)

Less temporary investments

5

Movement
In The Year
£

Cash and bank
Bank overdraft
Temporary investments available on demand

Net cash inflow
4

31/3/05
Balance
£

Movement
In The Year
£

LIQUID RESOURCES
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6

ANALYSIS OF GOVERNMENT GRANTS
2003/04
£

2004/05
£

Revenue Support Grant
Housing benefit subsidy
Housing subsidy
National Non-domestic Rates administration grant
Housing benefit administration subsidy
Housing benefit verification framework grant
Housing benefit performance standard funding
Discretionary housing payment grant
Council Tax transitional relief grant
Homeless/housing advice initiatives grant
Planning delivery grant
Community safety initiatives grant
Home Improvement Agency grant
Specific investigation work grant

(1,705,101)
(10,109,104)
(1,614,596)
(83,983)
(384,329)
(102,373)
(21,888)
(7,435)
56
(44,710)
(158,757)
(92,810)
0
(20,193)

(2,037,106)
(16,237,721)
0
(83,218)
(364,742)
0
(17,800)
(29,101)
0
(45,290)
(50,646)
(120,133)
0
(131,254)

Revenue grants

(14,345,223)

(19,117,011)

Improving electronic government (IEG) grant
Disabled facilities grants
Recycling collection grant

(199,547)
(98,954)
0

(342,966)
(90,000)
(75,480)

Capital grants

(298,501)

(508,446)

(14,643,724)

(19,625,457)

Revenue grants

Capital grants and donations

Total grants
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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 and 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 this overall responsibility, 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 and not absolute assurance of effectiveness.
The system of internal control is based on an ongoing process designed to identify and prioritise the risks to the
achievement of the Council’s policies, aims and objectives, to evaluate the likelihood of those risks being realised and the
impact should they be realised, and to manage them efficiently, effectively and economically.
The system of internal control as described in the following section has been in place at the Council for the year ended 31st
March 2005 and up to the date of approval of the annual report and accounts.
3

THE INTERNAL CONTROL ENVIRONMENT

The Councils objectives are established by the following:
Policy and Regulatory
Committees

There are five Policy and Regulatory Committees. These are Central Services,
Planning, Health & Housing, Highways & Leisure and the Recovery Committee,
previously titled the Improvement Committee. These first four committees have
responsibility for the formulation and implementation of their respective budget and
policy framework. The Recovery Committee’s functions are the implementation,
development and monitoring of the Council’s modernisation and recovery
programme.

Full Council

This deals with recommendations from Policy and Regulatory Committees, where
those committees do not have delegated authority, under the constitution. They also
deal with matters of an urgent nature, raised directly with Full Council.

The Council’s objectives are monitored by the following:
Overview and Scrutiny
Committees

There are two Overview and Scrutiny Committees. These are Central Services &
Planning and Health, Housing, Highways and Leisure. They review and scrutinise
performance of the Council in relation to its policy objectives, performance targets
and/or particular service areas in accordance with the rules established for these
committees.

Council’s Monitoring Officer

Is responsible for compliance with the law and regulations.

Council’s Section 151 Officer

Has a monitoring role covering financial matters.

Performance reporting

Performance reports are made to the Recovery Committee. A basket of indicators has
been agreed and these are reported to the Committee quarterly. The basket represents
poorly performing areas and areas of Council priority.
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Policies are determined and decisions are made in accordance with the Council’s Constitution by:
Full Council

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

Policy and Regulatory
Committees

These follow the rules laid down for policy and decision making as set out in Part 4 of
the Constitution.

Committee delegation

Committees delegate the authority to make decisions to officers in accordance with
the rules set out in Annex A of the Constitution.

The Council issues and maintains a record to show which part of the Council or individual has responsibility, for
particular types of decisions, or decisions relating to particular areas. This is set out in Part 3 of the Constitution.
The Policy and Budget Framework Procedure Rules as set out in Article 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 risk-management arrangements) is
achieved by the following:
Council’s Monitoring Officer

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

Council’s Section 151 Officer

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

Overview & Scrutiny Committees Review and scrutinise decisions, performance, Best Value reviews etc. in accordance
with Part 4 of the Constitution.
Standards Committee

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

Internal & External Audit

Conduct audits and independently review key compliance areas.

Risk Management Group

The Group was created during 2003/04 but has been put on hold whilst the Council
formulates its risk management arrangements. Once these are in place, the group will
then play a key role in identifying and evaluating the significant operational and
financial risks.

The economic, effective and efficient use of resources for ensuring continuous improvement is achieved by:
Best Value Performance Plan

Performance Indicators and
Targets

This shows how the Council contributes to the wider community agenda by adopting
relevant areas of the Community Strategy. The plan also demonstrates how the
Council will deliver its own vision for the area and what areas are prioritised for
short-term delivery. Both of these are 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. Service plans show targets and indicators for
service delivery.
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 that will then feed back into the
Council’s objectives in order to drive improvement where necessary.
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So far, the establishment of targets and use of indicators has not been consistent.
Indicators have started to be used to manage performance, but they do not yet fully
feed into the revision of forward priorities and plans. Indicators produced have
generally been limited to Best Value Performance Indicators required by the Office of
the Deputy Prime Minister. Although local indicators are starting to be used, more
need to be set that will match local objectives. To achieve this, local indicators are
being developed within departmental action plans that are linked, through service
plans, to the Council’s corporate objectives. Personal Performance Development
Plans are to be fully introduced by May 2005 with links to these departmental action
plans.
Some initial work was undertaken during the year on documenting a performance
management framework for the Council.
Best Value/Service Reviews

Best Value reviews have been carried out which have resulted in timetabled action
plans to ensure continuous improvement in the delivery of those services. During
2004/05 two Best Value reviews were completed, Planning and Street Scene, using a
themed approach, as opposed to the more narrow approach focusing on specific
elements of services as had previously been the case. As yet, neither of these reviews
has been inspected by the Audit Commission.
Following a change programme assisted by the Improvement Development Agency,
all Best Value reviews now follow standard guidance. This support enabled reviews
to be more focused on the principles of Best Value and to provide more robust action
plans to deliver improved service outcomes. Two further reviews, looking at Housing
issues, started during the year although one of these was later postponed due to the
Council focusing on the Recovery Plan. The Health and Housing committee agreed
this action in November 2004.
A programme of Best Value reviews was timetabled by the Council. However
following the Council’s CPA result the Best Value review programme was suspended
as resources had to be allocated to preparing and implementing the Plan for Recovery,
which became a Council priority. The Audit Commission’s Relationship Manager
agreed the position regarding the reviews and also that the situation would be
reassessed as the Plan for Recovery progresses. The Plan challenges the areas
identified within the CPA report as those of fundamental weakness requiring
substantial improvement.

Risk Management

Full Council and the Central Services Committee are responsible for the approval and
adoption of the Risk Management Strategy and Policy Statement. Full Council is also
responsible for reviewing the effectiveness of risk management. Other policy
Committees are responsible for complying with the policy statement as it applies to
their services. Risk management arrangements at the Council are in the early stages.
These are being developed in partnership with the Council’s external insurance
provider and so reviews of the effectiveness and compliance arrangements have yet to
commence.
The policy statement has formalised reporting mechanisms and the ownership of risks
that will assist the Council in fulfilling its objectives. The Council’s external
insurance provider has made presentations to departmental representatives to enable
strategic risk catalogues to be compiled for each department and these will lead to the
formation of risk registers. Once these have been completed the Strategic Risk
Management Group, chaired by a member of the Council’s Corporate Management
Team, will be reconvened. This group is tasked with developing the culture of risk
management within the Council. This will ensure that corporate and individual service

Page 39

STATEMENT ON INTERNAL CONTROL
department risk registers and plans are produced for the planning and delivering of
services.
Other aspects of risk management have also been introduced during the year and
Committee reports now contain risk implications to ensure that major decisions are
not made without first identifying and assessing the risks. Risk management principles
were also used in formulating the Recovery Plan phase 1 and phase 2 projects.
It is acknowledged that embedding risk management into the Council’s culture is in its
infancy but some foundations have now been laid and work will continue during
2005/06.
Recovery Plan

As stated above, following the Council’s poor Comprehensive Performance
Assessment an Interim Chief Executive was appointed and was tasked, through
engagement with both Members and Officers, with providing guidance and drive to
enable improvement across all aspects of the Council’s performance.
To ensure that the correct priorities were addressed and to enable a culture of
continuous improvement to exist, the Council Plan for Recovery 2004-2007 was
produced and submitted to the ODPM in November 2004. The Plan included nineteen
key projects to be implemented in three phases. The Government accepted the Plan
and the Council is now setting about delivering those projects through efficient and
effective use of resources and, recognising it’s importance, has made it one of four
priorities in the coming year.

Financial management and the reporting of financial management is achieved by:
Budgets

Full Council approve all elements of the Policy and Budgetary Framework and the
Financial Procedural Rules. Policy Committees manage approved budgets in
accordance with the Policy and Budget Framework Procedure Rules. A balanced
budget operated for 2004/05.

Budget monitoring

The role of Overview and Scrutiny Committees is to ensure that there is effective
budgetary control. This means holding budget holders accountable for keeping to
budget and taking appropriate action where this is at risk. Regular reports are
submitted to each respective Overview and Scrutiny Committee with budget holders
required to submit an action plan for dealing with each reported variance above a
specified threshold at cost centre level.
The role does not strictly include policy or performance issues that arise incidentally
from scrutinising budget variances. It is within the remit of Overview and Scrutiny
Committees 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 holders produce or agree the estimate for each budget head under their
control. They authorise and allocate income and expenditure to the correct heads and
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. 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.

The Council’s Section 151 Officer Provides financial information to budget holders to enable the budget to be monitored
effectively. This is achieved through an on-line computer system to which budget
holders have access and which is updated daily. In addition, regular monthly reports
are sent to budget holders showing variances of income and expenditure against
budget where they exceed reporting thresholds.
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Constitution

Sound financial systems have been established and 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 targets in relation to
service provision in consultation with managers and supervisors to ensure challenging
but achievable targets are set.

Performance Indicators

Generally, quarterly and annual performance indicators are produced. In poor
performing areas indicators are produced and reported more frequently. The results
are compared to prior year results from the Council as well as other local authority
results, including the top quartile performers.
The Performance Management Framework is being developed as part of the wider
context of recovery planning but it is still not consistently applied or focused. Some
local performance indicators are produced but more development is required to ensure
consistency of application. The Council recognises that 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 Recovery Plan a project has commenced linking all aspects of
people, finance, risk and performance in a cohesive and timely manner.

Recovery Committee

Performance indicators are reported to the Recovery Committee quarterly.

The Council has not yet adopted a Local Code of Corporate Governance setting out details of all its corporate governance
arrangements. It was intended to address this during 2004/05 but because of other priorities this will now be done in
2005/06.
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 prevention and detection of fraud and
other illegal acts. The system of internal control includes the following:
x

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.

x

Comprehensive budgeting systems including the preparation of an annual budget.

x

Setting and regular monitoring of targets to measure performance.

x

Medium term financial forecast for both revenue and capital expenditure and resources.

x

Ensuring there is adequate segregation of duties, management supervision and accountability.

x

Where appropriate, formal project management disciplines, adhering to a corporate protocol.

Performance Information is being developed but work is needed to utilise this as part of performance management
arrangements in order to deliver service improvement.
4

REVIEW OF EFFECTIVENESS

The Council has responsibility for conducting, at least annually, a review of the effectiveness of the system of internal
control. This review has been based on the work carried out by Internal Audit and the work of the Council’s Corporate
Management Team, who have responsibility for the development and maintenance of the internal control framework.
Comments made by the external auditors and other review bodies in their reports have also been taken into account.
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An adequately resourced internal audit service operating to agreed standards is best placed in terms of objectivity and
professional background to support the Council. Internal Audit independently identifies and reports on the effectiveness
of the internal control arrangements in the service departments and identifies any weaknesses in the systems of internal
control. Operational and strategic internal audit plans of work have been prepared in conjunction with the Council’s
external auditor and Heads of Service, before being agreed by the Council’s S151 Officer. The underlying audit plan is
risk based, however, amendments to the plan had to be made during the course of the year as three of the four Internal
Audit staff left the Council’s employment. The Audit Committee considered the External Audit Outline Audit and
Inspection Plan and Annual Audit and Inspection Letter and Interim Reports. In addition the Audit Committee received
quarterly reports on the performance of Internal Audit, the audit plans and any significant results of the audits carried out.
The Internal Audit Service is subject to regular inspection by the Council’s external auditors who place reliance on the
work carried out by Internal Audit (under the ‘managed audit’ approach).
Performance management has not been audited as a specific task during the year as this is one of the projects within phase
one of the Recovery Plan and, as such, is subject to regular scrutiny by both Members and senior officers. However
performance management arrangements have been included and reviewed as part of the individual service audits. The
system is still very much in its early stages and this is evidenced by the majority of services now having targets coupled
with a system in place for reporting performance against targets to Members. Targets have not yet fully dropped down to
individual officer levels, although this is something that is due to be put in place during 2005/06. How the Council is
performing against targets and progressing in implementing the Plan for Recovery are reported to the Council’s Recovery
Board and the Government Monitoring Board put in place by the Office of the Deputy Prime Minister. Regular reviews
are carried out by the Monitoring Board.
The previous Head of Audit and Investigation Services produced a Risk Management Strategy and Policy Statement but
there has been little further development during 2004/05. Towards the end of the year the Council engaged, and is
currently working with, a partner to enable a proper risk management focus and approach to be delivered across all areas
of the Council’s work. To reduce the IT risk facing the Council, strategic IT is now an offsite operation.
In addition to the internal mechanisms for reviewing internal control, external bodies have also been involved in the
process. These include:
x The annual statutory review by the Council’s external auditor.
x Peer reviews of Leisure Services, and of both the administration of housing benefits and the benefit fraud service.
x Risk assessments of a number of aspects of housing benefits by the Department of Work & Pensions.
As explained above, the scope of the effectiveness review of the internal control arrangements was limited in areas where
the establishment of arrangements is at an early stage, particularly the areas of risk management and performance
management.
5

SIGNIFICANT INTERNAL CONTROL ISSUES

As a result of the review of the effectiveness of the system of internal control the Council plans to address the weaknesses
identified and ensure continuous improvement of the system in place. This will be done as follows:
The following areas were identified as part of the Council’s Plan for Recovery and are being progressed and monitored
through the mechanisms set up to ensure that the Council makes the necessary improvements:
The Council’s Plan for Recovery
The recovery plan addresses the issues raised in the CPA report and continues to be one of the Council’s main
priorities. The recovery plan is two dimensional, the first phase concentrates on those aspects of internal
management, such as performance management setting clear objectives, and the latter dimension is externally
focused to deliver improved services to the community. The key actions and tasks arising from the plan will be
continually monitored both internally by Members and senior officers, and externally by the ODPM and the external
auditor. At the highest level the recovery plan will deal with the main issues that have also arisen from the gap
analysis undertaken in assessing the effectiveness of internal control. Performance and risk management feature
highly in this plan. To enable focus on these issues they are highlighted below.
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Responsible Officer: David Marchant, Chief Executive
Date to be implemented: December 2006
Performance Management Framework
The performance management framework will be documented to outline how the Council will set aims and
objectives and monitor performance on order to help drive improvement.
Performance management will focus on the delivery of the Council’s objectives and how individual officers can
contribute to the achievement of those objectives by the introduction of personal performance development plans
and departmental action plans making officers accountable for performance. It will use a variety of information to
obtain improvements in areas of national local performance.
The performance management cycle, from the setting of corporate aims and objectives through to the development
of individual work plans, will be used to drive improvements in service delivery, this will be supported via the use
of all types of customer feedback. The strategic risk assessment on the delivery of objectives will be an integral part
of risk management and its link to performance management, in achieving improved service delivery.
Responsible officer: John Hunter, Head of Strategic Policy & Performance
Date to be implemented: December 2005
Structure of the Council
During 2005/06 the Council will rationalise its committee structure and also its internal management and
operational structure to improve most effectively and efficiently all aspects of its performance and deal with the
implementation of the projects arising from the Recovery Plan that will generate improvements in the Council’s
operations and controls. To this aim, a report was taken to Full Council in May 2005, following its agreement by the
Overview & Scrutiny Committee, on the committee structure. Members approved a new internal management and
operational structure towards the end of the year, the majority of which took effect from April 2005.
Responsible officers: David Marchant, Chief Executive and Andrew Smith, Director of Legal and Support Services
Date to be implemented: Completed May 2005
Policies and Strategies
As part of the Recovery Plan theme of building capacity to deliver, the Council will improve and co-ordinate its key
strategies. This will provide Members and Officers with readily available guidance and focus on the key areas of the
Council’s operations. A crucial component of this is that all current policies and strategies will be centrally located
and published on the Council intranet.
Responsible officers: Devinia Board, Director of Resources and John Hunter, Head of Strategic Policy &
Performance
Date to be implemented: September 2005
Additional weaknesses identified through other means that will be addressed are:
Risk Management and Internal Control
The Council will continue to work in partnership with a nationally recognised institution to develop and embed the
risk management culture within the organisation in accordance with its risk management strategy and policy. The
Council will build upon the initial steps that it has taken and will introduce risk registers and reconvene the Risk
Management Group, who will meet periodically.
Responsible Officer: Devinia Board, Director of Resources and Alan Longford, Director of Community Services
Date to be implemented: March 2006
Business Continuity
The Corporate Management Team has agreed outline processes for dealing with major emergencies and an
Emergency Planning Team will be established that will enable a guaranteed response to be provided. The Council
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has developed a disaster recovery plan with its strategic IT partner for the continuation of IT services. As part of the
development of the Council’s risk management arrangements the Council needs to develop a business continuity
plan that will support this.
Responsible Officers: Alan Longford, Director of Community Services, Andrew Smith, Director of Legal and
Support Services and John Hunter, Head of Strategic Policy & Performance
Date to be implemented: October 2005
Corporate Governance
To enhance the existing corporate governance arrangements, a mechanism will be developed and implemented that
will engage senior management in the review of the Council’s governance and internal control processes. Work has
already begun in this area with the introduction of Manager’s Assurance Statements this year. The statements will
be further developed through the next cycle and will be used to inform the risk management process and the audit
plan. This shared approach will encourage ownership and will enable management to provide assurance of the
effectiveness of their internal control procedures. Progress on the delivery of the improvements outlined within this
statement will be monitored by the Corporate Management Team. This process will ensure that the significance of
the statement is not diluted.
Responsible officer: David Marchant, Chief Executive
Date to be implemented: Ongoing Process
Financial Regulations
The Council’s financial regulations will be reviewed and updated and made readily available to all Members and
Officers.
Responsible officer: Devinia Board, Director of Resources
Date to be implemented: March 2006
Head of Internal Audit
The Council will continue to seek to resource the position of Head of Internal Audit. As part of this process it will
determine the most suitable method of achieving this, through either a full-time appointment or a management
partnership with another local authority. This will assist the Council in ensuring it meets it’s statutory obligations
and will enable Internal Audit to effectively monitor and report on the Council’s internal control arrangements.
Responsible officer: Devinia Board, Director of Resources
Date to be implemented: Ongoing

David Marchant
Chief Executive
17 October 2005

Councillor Pam Challis
Leader of the Council
17 October 2005
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