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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. Although it is part of the same published
document, the foreword does not actually form part of the Statement of Accounts. Instead it serves
as a summary to the accounts and a source of supplementary information.
The Statement of Accounts summarises the Council’s transactions for the 2012/13 financial year,
from 1 April 2012 to 31 March 2013, and the Council’s position at the year end, i.e. at 31 March 2013.
The financial statements of the Council are intended to provide information on, and present a “True
and Fair view” about the Council’s financial position, financial performance and cash flows. They
should provide such information so as to support the need for public responsibility by enabling users
to assess the stewardship and accountability of elected members and senior management for the
resources entrusted to them.
The presentation of the information in the statements should meet the common needs of, and be
useful to, a wide range of users. As such, the financial statements should be readily understandable
by users. However it is assumed that the user has a reasonable knowledge of accounting and of the
functions of local authorities and the way they provide their services. Where it is unavoidable to use
technical terms those terms are defined in the glossary of terms on pages 119 to 124.
The financial statements are prepared on a going concern basis. This means that they are prepared
on the assumption that the functions of the Council will continue in operational existence for the
foreseeable future.
The Council has two distinct categories of revenue expenditure and income reported within the
Statement of Accounts:
•• The General Fund Revenue Account - the account that is charged with any expenditure incurred
on delivering the Council’s services or meeting its day to day expenses that is not connected to
the Housing Revenue Account (as described below), and credited with income generated through
those services. The net of this expenditure and income is funded by grants and contributions
from Central Government and from Council tax collected from residents.
•• The Housing Revenue Account (HRA) - the account that records the income and expenditure
relating to the Council’s stock of dwellings and garages. Income received from tenants of these
properties is receipted into the HRA. The Council is required to maintain the HRA as a separate
account, distinct from the General Fund.
The Council also operates a capital programme - this records expenditure on the acquisition or
enhancement of non-current (long-term) assets, which are assets with a usable life of greater than
1 year, such as property, land, vehicles and equipment. The capital expenditure programme covers
non-current assets relating to both the General Fund and the Housing Revenue Account.
Within the Explanatory Foreword and the Statement of Accounts all reported amounts have generally
been rounded to the nearest thousand pounds (“£000s” or “k”). Some amounts are also stated in
millions (“m”).
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LEGISLATIVE FRAMEWORK
The Council is required to prepare an annual Statement of Accounts by the Accounts and Audit
Regulations 2011. The Statement of Accounts has been prepared in accordance with proper
accounting practices. These practices primarily comprise The Code of Practice on Local Authority
Accounting in the United Kingdom 2012/13 (“the Code”), based on International Financial Reporting
Standards (IFRS), and the associated Guidance Notes for Practitioners, as well as the Service
Expenditure Reporting Code of Practice (SeRCOP) 2012/13, all as published by the Chartered
Institute of Public Finance and Accountancy (CIPFA).
In order to provide a true and fair view the financial statements must present a faithful representation
of the effects of transactions, other events and conditions in accordance with specified definitions
and recognition criteria for assets, liabilities, income and expenditure, as set out in the Code.

3

DESCRIPTIONS OF THE CORE FINANCIAL STATEMENTS
3.1 - Movement in Reserves Statement (MIRS)
The Movement in Reserves Statement summarises the change in the financial year across all the
reserves and balances held by the Council, both from incurring expenses and generating income
through the Council’s services, as well as changes in the fair values of assets held by the Council,
and changes in the pension fund liability.
This statement shows the movement in the year on the different reserves held by the Council,
analysed into Usable Reserves (i.e. those which can be applied to fund expenditure or reduce
local taxation) and other Unusable Reserves. The Surplus / (Deficit) on the Provision of Services
line shows the true economic cost of providing the Council’s services, more details of which are
shown in the Comprehensive Income and Expenditure Statement. This is different from the statutory
amounts required to be charged to the General Fund balance and the Housing Revenue Account
for setting Council Tax and Housing Rents. The “Net Increase / (Decrease) before Transfers to /
(from) Earmarked Reserves” line shows the statutory General Fund and Housing Revenue Account
balances for the year before any discretionary transfers to or from earmarked reserves undertaken
by the Council.
The Movement in Reserves Statement is shown on pages 18 and 19.
3.2 - Comprehensive Income and Expenditure Statement (CI&ES)
The Comprehensive Income and Expenditure Statement consolidates all of the gains and losses of
the Council during the year, so effectively reports the Council’s financial performance for the year.
This statement shows the accounting cost in the year of providing services on an accounting basis,
i.e. in accordance with generally accepted accounting practices, rather than the amount to be funded
from taxation. Authorities raise taxation to cover expenditure in accordance with regulations; this
taxation, or funding, position is different from the accounting cost. The taxation position is shown in
the Movement in Reserves Statement.
Therefore, in order to reflect the financial results for the year on a funding basis, i.e. as supported
by Council Tax and Housing Rents, additional statutory accounting entries are required to be
implemented. These “Adjustments between accounting basis and funding basis under regulations”
are reported in the Movement in Reserves Statement, on pages 18 to 19, and analysed in further
detail in the accompanying notes on pages 48 to 51.
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The line “(Surplus) / Deficit on the provision of services” shows the increase or decrease in the
net worth of the Council as a result of incurring expenses and generating income. For 2012/13 this
amount is a decrease of £770k.
The line “Other Comprehensive Income and Expenditure” shows the increase or decrease in the net
worth of the Council as a result of movements in the fair value of its assets, and also from movements
on pension fund assets and liabilities. For 2012/13 this amount is a decrease of £3.012m.
The Comprehensive Income and Expenditure Statement reports the consolidated position for both
the General Fund and the Housing Revenue Account and is shown on pages 20 and 21.
3.3 - Balance Sheet
The Balance Sheet summarises the Council’s overall financial position at the end of the financial
year (or accounting period), i.e. as at 31 March 2013.
The Balance Sheet shows the value of the assets and liabilities recognised by the Council, which
are presented in the top section. The net assets of the Council (assets less liabilities) are matched by
the reserves held by the Council, which are reported in the bottom section. Reserves are reported
in two categories, as follows:
•• The first category of reserves is Usable Reserves, i.e. those reserves that the Council may use
to fund the provision of services and meet future expenditure, both revenue and capital in nature.
These are subject to the need to maintain a prudent level of reserves and any statutory limitation
on their use (for example the Capital Receipts Reserve that may only be used to fund capital
expenditure or repay debt). The total Usable Reserves as at 31 March 2013 is £11.156m.
•• The second category of reserves is Unusable Reserves. These are reserves that the Council is
not able to use to provide services. This category includes reserves that hold unrealised gains
and losses (for example the Revaluation Reserve), where amounts would only become available
to provide services if the assets were sold, and reserves that hold timing differences shown in the
Movement in Reserves Statement line “Adjustments between accounting basis and funding basis
under regulations.” These represent the differences between the outcome of applying proper
accounting practices, and the requirements of statutory arrangements for funding expenditure
from Council Tax and Housing Rent receipts. The total Unusable Reserves as at 31 March 2013
is £35.318m.
The Balance Sheet is shown on pages 22 and 23.
3.4 - Cash Flow Statement
The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during
the accounting period. The statement shows how the Council generates and uses cash and cash
equivalents by classifying cash flows as operating, investing and financing activities. The amount of
net cash flows arising from operating activities is a key indicator of the extent to which the operations
of the Council are funded by way of taxation and grant income or from the recipients of services
provided by the Council. Investing activities represent the extent to which cash outflows have been
made for resources which are intended to contribute to the Council’s future service delivery. Cash
flows arising from financing activities are useful in predicting claims on future cash flows by providers
of capital (i.e. borrowing) to the Council.
Cash and Cash Equivalents are defined in accounting policy AP5 on page 30. The total movement
in Cash and Cash Equivalents during 2012/13 is an increase of £602k. The Cash Flow Statement is
shown on page pages 24 and 25.
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3.5 - Connections between the primary financial statements
The relationship between the primary financial statements can be described as follows:
•• The Movement in Reserves Statement (MIRS) shows the changes in the Council’s financial
resources over the year;
•• The Comprehensive Income and Expenditure Statement (CI&ES) shows the gains and losses
that have contributed to those changes in resources;
•• The Balance Sheet shows how the resources available to the Council are held in the form of the
Council’s assets and liabilities; and
•• The Cash Flow Statement shows how the movement in reserves has been reflected in cash
flows.
•• The total movement in the year on the MIRS is equivalent to the Total Comprehensive Income
and Expenditure on the CI&ES, and also equivalent to the change in both Net Assets and Total
Reserves between the previous and current financial years on the Balance Sheet.
4

DESCRIPTIONS OF THE SUPPLEMENTARY FINANCIAL STATEMENTS
4.1 - Housing Revenue Account (HRA) Income and Expenditure Statement
The Housing Revenue Account reflects a statutory obligation to maintain a separate revenue account
for local authority housing provision in accordance with part 6 of the Local Government and Housing
Act 1989.
The Housing Revenue Account (HRA) Income and Expenditure Statement shows the economic
cost in the year of providing housing services in accordance with generally accepted accounting
practices, rather than the amount to be funded from rents and government grants. The Council
charges rent to cover expenditure in accordance with the legislative framework; this may be different
from the accounting cost. The increase or decrease in the year, on the funding basis through which
rents are raised, is shown in the Movement on the Housing Revenue Account (HRA) Statement.
The majority of amounts shown on this statement are also included within the whole Council
Comprehensive Income and Expenditure Statement. The Housing Revenue Account (HRA) Income
and Expenditure Statement is shown on page 101.
4.2 - Movement on the Housing Revenue Account (HRA) Statement
This statement shows how the Housing Revenue Account (HRA) Income and Expenditure Statement
surplus or deficit for the year reconciles to the movement on the Housing Revenue Account (HRA)
balance for the year. The statement is shown on page 102.
4.3 - Collection Fund Income and Expenditure Account
The Collection Fund is an agent’s statement that reflects the statutory obligation for the Council, as
a billing authority, to maintain a separate Collection Fund. The statement shows the transactions of
the billing authority in relation to the collection from taxpayers and distribution to local authorities and
the Government of Council Tax and National Non-domestic Rates (NNDR).
The Collection Fund Income and Expenditure Account is shown on page 107.

5

CHANGES IN ACCOUNTING POLICIES APPLICABLE FOR THE 2012/13 ACCOUNTS
The only statutory change to accounting standards that has been introduced in the 2012/13 Code
of Practice relates to amendments to reporting disclosures for IFRS 7 Financial Instruments. These
changes relate to evaluating the risk of exposures relating to transfers of financial assets. However
the Council does not carry out any transactions of this nature, and as such there are no additional
disclosures to be reported.
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OVERVIEW OF THE COUNCIL’S SPENDING AND INCOME
The following bar charts show in broad terms where the Council’s money came from and what that
money was spent on during the year.
These figures represent a simplified version of the Council’s revenue income and expenses, without
some of the statutory adjustments such as capital charges that are required to be used in the
amounts reported in the Statement of Accounts. The charts report combined figures for both the
General Fund (GF) and Housing Revenue Account (HRA). All amounts are rounded to the nearest
thousand pounds. Explanatory descriptions of items follow the charts.
•• Chart 6.1 show the Council’s spending categorised by the types of service it spends on.
•• Chart 6.2 shows the same spending, but categorised by the type of cost spent (often referred to
as a subjective analysis).
•• Chart 6.3 shows the types of income received by the Council to fund this spending.
6.1 - Spending by the Council - by service area (total spent £58,526,000)
Central services to the public - 2.5%
Corporate & Democratic Core (CDC) - 3.3%
Council Tax benefits & collection - 13.8%
Cultural services - 6.0%
Environmental & regulatory services - 8.3%
Highways, roads & transport services - 1.3%

£1,466,000
£1,940,000
£8,076,000
£3,489,000
£4,882,000
£764,000

Housing benefits & administration - 42.3%
Housing Revenue Account - 5.4%
Housing services (General Fund) - 2.2%
Non-Distributed Costs (NDC) - 2.0%
Planning services - 2.2%
Other services - 9.8%
Net increase in GF & HRA reserves - 0.9%

£24,727,000
£3,138,000
£1,305,000
£1,164,000
£1,317,000
£5,716,000
£542,000

6.2 - Spending by the Council - by cost type (total spent £58,526,000)
Employee costs - 16.9%
Premises costs - 4.9%

£9,889,000
£2,895,000

Supplies & services - 7.1%

£4,170,000

Third party payments - 5.6%

£3,251,000
£31,516,000

Transfer payments - 53.9%
Transport costs - 0.9%
Other costs - 9.8%
Net Increase in GF & HRA reserves - 0.9%
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6.3 - Income received by the Council (total received £58,526,000)

Benefits subsidy - 54.1%

£31,639,000

Council Tax receipts - 13.3%

£7,767,000
£3,419,000

Fees & charges - 5.8%
Grants and other contributions - 2.9%

£1,717,000
£4,036,000

National Non-domestic Rates - 6.9%

£7,556,000

Rental income - 12.9%
Other income - 4.1%
7

£2,392,000

DEFINITIONS OF TYPES OF COST AND INCOME
The following paragraphs provide definitions of the types of cost and income spent and received by
the Council, as used in the preceding charts and elsewhere in the Statement of Accounts.
Employee costs primarily consists of the salaries of current employees. It also includes agency
staff costs and pension scheme contributions as well as other miscellaneous staffing-related costs.
Premises costs consists of the operating costs of the Council’s properties, including repair and
maintenance costs and utility charges such as gas and electricity. It also includes costs in relation to
Council owned land, such as grounds maintenance.
Supplies and services includes costs of equipment, stationery, computer related costs, and various
other miscellaneous expenditure items. Allowances paid to Councillors also fall within this category.
Third party payments consists of costs paid to external providers of services, for example other
local authorities.
Transfer payments consists of costs paid by the Council for which no goods or services are received
in return. This is primarily the payment of Council Tax benefit and Housing benefit.
Transport costs consists of the costs of operating the Council’s vehicles, such as the refuse and
recycling fleet. It also includes costs of using public transport and employee car allowances.
Other costs consists of any expenditure which does not fall into the other categories. This includes
payments of interest, the precept payment to Canvey Island Town Council, and contributions towards
capital expenditure and capital funding.
Increase / Decrease in Reserves - when spending is greater than income received, the difference
is taken as a decrease from the Council’s reserves. When spending is lower than income received
the difference is put as an increase into the Council’s reserves.
Benefits subsidy is the amount received from Central Government to refund the Council for the
payments it has made to claimants of both Housing benefits and Council Tax benefits.
Council Tax receipts is the Council’s share of the Council Tax it has collected from residents of the
borough. Castle Point Borough Council retains approximately 15 pence of every pound collected,
with the remainder going to Essex County Council, Police and Crime Commissioner for Essex,
Essex Fire Authority, and for Canvey Island residents only, Canvey Island Town Council.
Fees and charges consists of the income the Council has received from charging users of its
services or facilities, for example halls and leisure centres amongst others.
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Grants and other contributions includes grants and similar items received from Central Government
and other bodies, including grants to fund specific expenditure, as well as general grants to fund
overall Council services.
National Non-domestic Rates is the amount of business rates returned back to the Council from
Central Government to fund Council services.
Other income consists of various miscellaneous income amounts that do not fall within the other
categories. An example would be the recycling credits received from Essex County Council.
Rental income consists of income the Council has received from renting out it’s property to third
parties. Rents from council house tenants are also included in this category.
8

DEFINITIONS OF COUNCIL SERVICES
The following paragraphs provide definitions of the Council services, as used in the preceding charts
and elsewhere in the Statement of Accounts.
Central services to the public includes the cost of elections, emergency planning, land charges
and grants and donations to voluntary and similar organisations.
Corporate and Democratic Core (CDC) includes all Members’ activities and those corporate
activities and costs which enable the infrastructure that allows services to be provided.
Council Tax benefits and collection includes the cost of collecting and administering Council Tax
and National Non-domestic Rates and the cost of Council Tax benefit payments made to claimants.
Elsewhere in the accounts Council Tax benefits and collection forms part of Central services to the
public.
Cultural services includes leisure centres, community halls, allotments, parks and open spaces,
sport and the arts.
Environmental and regulatory services includes food safety, animal & public health, pollution
control, licensing, refuse collection and recycling, public conveniences, street cleaning and cemeteries.
Highways, roads and transport services includes car parks and public transport schemes.
Housing benefits and administration includes the cost of all Housing benefit payments made to
claimants, and the cost of administering the Housing benefit function. Elsewhere in the accounts
Housing benefits and administration forms part of Housing services (General Fund).
Housing Revenue Account includes the management and maintenance of the Council’s own
housing stock.
Housing services (General Fund) includes the cost of statutory homelessness and housing options
functions, as well as other strategic housing functions.
Non-Distributed Costs (NDC) are overheads which are not allocated to a specific service, and
include pension costs for past employees and properties not used as part of the Council’s normal
activities.
Planning services includes building control, development control, planning policy, and economic
development.
Other services consists of any expenditure which does not fall into the other categories. This includes
payments of interest, the precept payment to Canvey Island Town Council, and contributions towards
capital expenditure and capital funding.
Page 7
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OUT-TURN FOR THE FINANCIAL YEAR - THE CAPITAL PROGRAMME
The table below shows a summary comparison between actual expenditure and the revised budget
for the year on the Capital programme:
Capital Expenditure item

Notes

Actual

Revised
Budget
£000s

Difference

2,766
169
7
380
1,110

3,460
400
7
460
1,400

(694)
(231)
0
(80)
(290)

4,432

5,727

(1,295)

£000s
Cultural services
Environmental and regulatory services
Planning services
Housing services (General Fund)
Housing Revenue Account
Total Capital Expenditure
10

12.1

£000s

OUT-TURN FOR THE FINANCIAL YEAR - GENERAL FUND REVENUE EXPENDITURE
The table below shows a summary comparison between actual net expenditure and the revised
budget for the year on the General Fund:
Net Expenditure item

Notes

Actual

Revised
Budget
£000s

Difference

1,145
2,853
2,888
986
106
919
1,885
310

1,280
3,054
3,025
1,100
123
1,055
2,039
294

(135)
(201)
(137)
(114)
(17)
(136)
(154)
16

£000s
Central services to the public
Cultural services
Environmental and regulatory services
Planning services
Highways, roads and transport services
Housing services (General Fund)
Corporate and Democratic Core (CDC)
Non-Distributed Costs (NDC)

£000s

Net cost of services

12.6

11,092

11,970

(878)

Exceptional items
Other operating expenditure
Financing and investment income and expenditure

12.7
12.8

113
2,219
1,121

115
474
1,148

(2)
1,745
(27)

14,545

13,707

(7,625)
(105)
(915)
(4,036)
0

(7,662)
(105)
(914)
(4,036)
0

37
0
(1)
0
0

Total taxation and non specific grant income

(12,681)

(12,717)

36

(Surplus) / deficit on the provision of services

1,864

(Surplus) / deficit on continuing operations
Council Tax income from the Collection Fund
Council Tax surplus from the Collection Fund
General Government Grants
National Non-domestic Rates redistribution
Capital grants and contributions

12.9

Adjustments between accounting basis and
funding basis under regulations

12.4

(928)

Net transfer to / (from) earmarked reserves

12.5

(1,006)

Net transfer (to) / from General Fund balance

12.2

(70)
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838

874

1,594

(2,522)

(2,454)

1,448

130

(200)
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OUT-TURN FOR THE FINANCIAL YEAR - HOUSING REVENUE ACCOUNT
The table below shows a summary comparison between actual net expenditure and the revised
budget for the year on the Housing Revenue Account.
Net Expenditure item

Notes

Actual
£000s

Difference
£000s

Service Income
Service Expenditure

12.10
12.10

(6,980)
4,288

(7,020)
4,429

40
(141)

HRA Share of other whole Council income and
expenditure

12.11

1,598

1,096

502

(1,094)

(1,495)

401

(Surplus) / deficit on the provision of HRA services

12

Revised
Budget
£000s

Adjustments between accounting basis and
funding basis under regulations

12.4

(384)

130

Net transfer to / (from) earmarked reserves

12.5

778

778

Transfer (to) / from HRA reserve

12.3

(700)

(587)

(514)
0
(113)

OUT-TURN FOR THE FINANCIAL YEAR - NOTES AND COMMENTARY
The following notes provide further information on the more significant amounts and differences
reported in the three previous tables and are referenced accordingly. A positive amount in the
difference column means there has been either an overspend on expenditure and/or a shortfall in
expected income, whereas a negative amount, i.e. an amount in brackets, means there has been
either an underspend on expenditure and/or a greater amount of income received than expected.
12.1 - All unspent amounts on these capital programme items will be rolled forward into 2013/14 and
represent works in progress or committed at the end of 2012/13.
12.2 - The General Fund had a budgeted net deficit of £130k for 2012/13. The final actual surplus
after transfers to and from earmarked reserves (see comment 12.5), which included an adjustment
for commitments taken into the new financial year, was £70k. This surplus will be allocated to the
main General Fund balance.
12.3 - The Housing Revenue Account had a budgeted net surplus of £587k for 2012/13. The final
actual surplus after transfers to and from earmarked reserves (see comment 12.5), was £700k, ie
a further £113k. Of this £61k is for a specific commitment taken into the new financial year, and the
remainder of £52k will be allocated to the main Housing Revenue Account balance.
12.4 - Note 1 accompanying the Movement in Reserves Statement, reported on pages 48 to 51,
provides a full breakdown of the statutory amounts required to be included in these lines. The
majority of these variances represent the reversal of variances on other items recognised elsewhere
in the General Fund and Housing Revenue Account, and as such do not generally affect the overall
General Fund or Housing Revenue Account balances.
12.5 - The Council maintains several earmarked reserves for specific purposes. The balance
remaining at 31 March 2013 in each of these reserves will be carried forward into the new financial
year. Details of the movements and balances in these reserves are set out in note 2.1 on page 52.
12.6 - Unspent budgets totalling £802k have been carried forward into 2012/13 from these services,
as part of the commitments to be carried forward amount shown in note 2.1 on page 52. This leaves
a final net underspend of approximately £76k across these services, which is less than 1% of the
net budget.
Page 9
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12.7 – Details of exceptional items are reported in note 3 on page 57. These relate to a provision for
an insurance repayment, and a small refund of VAT.
12.8 - The majority of this variance relates to statutory derecognition adjustments on works to noncurrent assets, and is reversed through the “Adjustments between accounting basis and funding
basis under regulations,” so does not affect the overall General Fund balance. Note 13 on pages 71
to 80 provides further information.
12.9 - This variance relates to timing differences in the recognising of Council Tax income. The entry
is reversed through the “Adjustments between accounting basis and funding basis under regulations”
line and does not affect the overall General Fund balance. Further information is provided in Note
2.9 on page 56.
12.10 - Of this net variance of £101k, £61k is for a specific commitment taken into the new financial
year, leaving an underspend of £40k. This primarily relates to a small shortfall in income received,
offset by a greater saving on expenditure incurred.
12.11 - The majority of this variance relates to statutory derecognition adjustments on works to
Housing stock assets, and is reversed through the “Adjustments between accounting basis and
funding basis under regulations,” so does not affect the overall HRA balance. Note 13 on pages 71
to 80 provides further information.
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CAPITAL EXPENDITURE AND BORROWING FACILITIES
The total capital expenditure for 2012/13, across both General Fund and Housing Revenue Account
capital activities, was £4.432m, as shown in section 9 on page 8.
The main items of capital expenditure during 2012/13 included:
•• Council house improvements;
•• Disabled Facilities and other home improvement grants;
•• Costs incurred on the refurbishment of Waterside Farm Sports Centre, which will continue into
2013/14.
The Local Government Act 2003 includes provisions relating to capital expenditure and borrowing
controls. These provisions require local authorities to determine and keep under review the amount
of their affordable borrowing. They must also have regard to the Prudential Code for Capital Finance
in Local Authorities issued by the Chartered Institute of Public Finance and Accountancy (CIPFA).
In accordance with these provisions and the Prudential Code the amount the Council can afford to
borrow is called the Affordable Borrowing Limit. This limit ensures that total capital investment remains
within affordable and sustainable limits and that any impact on future Council Tax and Dwelling rent
levels is acceptable. As at 31 March 2013 the Council had £7.325m of outstanding General Fund
borrowing, £205k of General Fund finance lease commitments and £36.451m of Housing Revenue
Account borrowing taken out at the end of 2011/12 in connection to the self-financing reform of the
Housing Revenue Account.
Note 13 to the core financial statements, Non-Current Assets, on pages 71 to 80, contains full
details of the Council’s capital expenditure and shows how it was financed. Note 20 to the core
financial statements, Financial Instruments, on pages 87 to 94, contains details of the Council’s
current borrowing.

14

PENSION SCHEME LIABILITY
As part of the terms and conditions of employment of its employees, the Council offers retirement
benefits. Although these benefits will not actually be payable until the employees retire, the Council
has a commitment to make future payments which need to be disclosed at the time that employees
earn their future entitlement.
The Council participates in the Local Government Pension Scheme (LGPS) administered by Essex
County Council (ECC). This is a funded scheme, meaning that the Council and employees pay
contributions into a fund, calculated at a level intended to balance the pensions’ liabilities with
investment assets over the long term.
The current pension scheme liability shows the underlying commitment that the Council has in the
long run to pay future retirement benefits. The net liability of £39.157m as at 31 March 2013 is
recorded in the Balance Sheet, as shown on page 23. Statutory arrangements for funding the deficit
mean that the financial position of the Council remains healthy. The deficit on the pension scheme
will be made good by increased contributions over the remaining working life of employees, as
assessed by the scheme actuary.
Further information in relation to the Pension Scheme is reported in Note 19 to the Core Financial
Statements, Post-Employment Benefits and Net Pension Liability, on pages 83 to 86.
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PROVISIONS, CONTINGENCIES AND WRITE-OFFS
Provisions are liabilities of either uncertain timing and / or uncertain amounts. The Council had one
outstanding provision as at 31 March 2013, in relation to an insurance liability. This is explained in
Notes 25.1 and 25.3 to the Core Financial Statements, on pages 97 and 98.
Contingent assets and contingent liabilities are assets and liabilities that are not certain as they are
dependant on future events which may or may not occur. The Council had no contingent assets as
at 31 March 2013, but did have a number of contingent liabilities. These items are disclosed in notes
25.2 and 25.3 to the Core Financial Statements, also on pages 97 and 98.
Accounting Policy AP25, on page 46, provides further information on the nature of provisions and
contingencies.
The Council uses independent external valuers to review its non current (long term) assets for
indications of impairment at the Balance Sheet date. There were no impairment adjustments made
as at 31 March 2013. Further information on impairments and revaluations is found in Note 13.7 to
the Core Financial Statements, on page 78, and Note 5 to the Housing Revenue Account, on page
104.
Accounting Policy AP19.5, on page 39, provides further information on the nature of impairments of
assets.

16

EVENTS AFTER THE BALANCE SHEET DATE
Events after the Balance Sheet Date are those events, both favourable and unfavourable, that
occur after the end of the accounting period, and before the date when the financial statements are
authorised for issue. There are two types of events:
•• Adjusting events: those events that provide additional evidence regarding conditions which
existed at the end of the accounting period; and
•• Non-Adjusting events: those events that provide evidence regarding conditions that arose after
the end of the accounting period.
The audited financial statements were signed and authorised for issue by the Council’s responsible
financial officer by 25 September 2013, to certify that the accounts gave a true and fair view of the
Council’s financial position and financial performance. This establishes the date after which events
have not been recognised in the Statement of Accounts.
The Council has one non-adjusting event to report in relation to a new liability arising from 1 April
2013 following the reform of business rates. Full information can be found in Note 24 to the Core
Financial Statements, on page 97.
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IMPACT OF THE CURRENT ECONOMIC CLIMATE, AND FUTURE CHALLENGES
There are two guiding principles which the Council follows when determining its annual budget:
•• The budget must be balanced. This means that expenditure does not exceed income and the
Council does not have to rely on the use of reserves to support spending on an ongoing basis,
and
•• Reserves must be maintained at or above the minimum recommended level determined by the
Council’s s151 officer. This level is currently £1.1m for 2013/14 but was £1.4m for 2012/13. This
figure relates to the General Fund only and does not cover the Housing Revenue Account.
The most significant financial risk which Councils have faced in recent years is a reduction in funding
from Central Government which represents a large portion of their overall funding. A new funding
mechanism has been introduced from 2013/14 which will enable Councils to retain a proportion of
future business rate growth, but they will also be expected to pick up a proportion of non-collection
of debt where at the current time this risk is covered wholly by the Government. There is also
additional financial risk around the treatment of successful rating appeals, whereby the Council as
billing authority will be expected to absorb the financial impact of resulting refunds, for payments
which they may not have actually received benefit from.
The final year of the former mechanism saw a £602k reduction in grant from 2011/12. Under the
new arrangement, the finance settlement for 2013/14 consists of two elements, retained business
rates and Revenue Support Grant (RSG). Excluding specific rolled in grants, the equivalent funding
received by Castle Point for 2012/13 was £4.118m compared to £3.649m under the new mechanism,
reflecting a cash reduction of £469k. Further reductions of £622k have been indicated for 2014/15.
The Council has delivered a balanced budget for 2013/14 and general reserves are healthy, however
the financial forecast going forward indicates that savings and cost reductions will be necessary in
order to balance budgets for years 2014/15 and beyond. The Council therefore continues to progress
its long standing programme of efficiency work to identify opportunities to deliver the reductions
necessary in order to continue to deliver affordable, quality services to residents.

18

COUNCIL ACHIEVEMENTS IN 2012/13
Key achievements made by the Council in 2012/13 include:
Environment:
•• Increased the percentage of household waste recycled or composted from 53% in 2011/12 to
56% in 2012/13.
•• Received the Green Flag Award for Woodside Park. This award recognises the park as one of
the best green spaces in the country.
•• Commenced major works at Waterside Farm Leisure Centre modernising the facility and
bringing it into the 21st century. A new all weather sports pitch was also installed as well as
refurbishments to the Skate Park at the site.
Regeneration and Housing:
•• Castle Point Regeneration Partnership facilitated transport infrastructure improvements
at Sadlers Farm roundabout and the Tarpots junction of the A13; brought improvements to
Hadleigh town centre through the conversion of the Fire Station into a thriving Art Centre and
Exhibition Space and facilitated the delivery of a redeveloped supermarket as a gateway to
Hadleigh.
•• Housing prevented over 100 cases of homelessness since April 2012.
•• Improved the quality of Council housing through refurbishing 60 kitchens and 50 bathrooms
and over 100 re-wires. Numerous improvements were also made to the Council’s sheltered
housing sites, making these facilities more modern and attractive to residents.
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Improving the Council:
•• Achieved over £1 million of cashable savings in 2012/13.
•• Acted as Host Borough for the 2012 Olympic Mountain Biking Event at Hadleigh Castle.
•• Provided excellent customer service through the Council’s First Contact centre which handled
over 90,000 calls throughout the year.
•• Local Strategic Partnerships and Health & Wellbeing Board worked very effectively with our
colleagues in Rochford.
Community Safety:
•• Worked effectively with Police and other partners to achieve a further fall in the number of
incidents of anti-social behaviour in the borough.
•• Worked with food establishments in the borough to ensure broad compliance with food hygiene
law. Over 386 out of 420 establishments inspected were awarded a score of at least 3 under
the Food Standards Agency “Food Hygiene Rating Scheme”.
•• Delivered other community safety initiatives involving numerous priorities with partners to raise
awareness of the impact hate crime, domestic violence and to combat inconsiderate driving.
•• Through the Community Safety Partnership, provided advice and information to help residents
keep themselves safe.
19

COUNCIL PRIORITIES FOR 2013/14
The Council’s priority objectives for the forthcoming financial year are as follows:
Environment - Civic Pride:
We want clean streets, high quality maintenance of “green” areas, more recycling, improved
children’s play areas and equipment, and effective planning policies.
Regeneration and Homes:
We want more local employment, affordable and life time liveable housing and the creation of
business opportunities.
Improving the Council:
We want to continually improve our services and build on success. We want to engage the
community in local decision making, we want to focus on the needs of our customers and become
a more efficient and effective Council providing good value for money services.
Community Safety:
We want reduced levels of crime, working with the police and our partners to tackle crime and the
fear of crime.
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STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS
RESPONSIBILITIES OF THE COUNCIL
The Council is required to:
•• make arrangements for the proper administration of its financial affairs and to secure that one of its
officers has the responsibility for the administration of those affairs. In this Council, that officer is the
Head of Resources, Chris Mills CPFA;
•• manage its affairs to secure the economic, efficient and effective use of resources and safeguard its
assets; and
•• approve the Statement of Accounts.
RESPONSIBILITIES OF THE HEAD OF RESOURCES
The Head 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’).
In preparing this Statement of Accounts, the Head of Resources has:
•• selected suitable accounting policies and then applied them consistently;
•• made judgements and estimates that were reasonable and prudent; and
•• complied with the Local Authority Code.
•• The Head of Resources has also:
•• kept proper accounting records which were up to date; and
•• taken reasonable steps for the prevention and detection of fraud and other irregularities.
I certify that the Statement of Accounts gives a
true and fair view of the financial position of the
Council as at 31 March 2013 and its income
and expenditure for the year ended 31 March
2013.

I confirm that the Statement of Accounts was
approved by the Council at the meeting held
on 25 September 2013.
Signed on behalf of Castle Point Borough
Council by the Chair of the meeting approving
the Accounts.

Chris Mills CPFA
Head of Resources
25 September 2013

Councillor Mrs A M Iles (Mayor)
25 September 2013
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AUDITOR’S REPORT
INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CASTLE POINT
BOROUGH COUNCIL
Opinion on the Council’s financial statements

We have audited the financial statements of Castle Point Borough Council for the year ended 31 March
2013 under the Audit Commission Act 1998. The financial statements comprise the Movement in Reserves
Statement, the Comprehensive Income and Expenditure Statement, the Balance Sheet, the Cash Flow
Statement, the Housing Revenue Account Income and Expenditure Statement, the Movement on the
Housing Revenue Account Statement and Collection Fund and the related notes. The financial reporting
framework that has been applied in their preparation is applicable law and the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2012/13.
This report is made solely to the members of 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 48 of the Statement of
Responsibilities of Auditors and Audited Bodies published by the Audit Commission in March 2010. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Council
and the Council’s members as a body, for our audit work, for this report, or for the opinions we have formed.
Respective responsibilities of the Head of Resources and auditors
As explained more fully in the Statement of the Head of Resources’ Responsibilities, the Head of Resources
is responsible for the preparation of the Statement of Accounts, which includes the financial statements,
in accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom, and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with applicable
law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with
the Auditing Practices Board’s Ethical Standards for Auditors.
Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error. This includes an assessment of: whether the accounting policies are
appropriate to the Council’s circumstances and have been consistently applied and adequately disclosed;
the reasonableness of significant accounting estimates made by the Head of Resources; and the overall
presentation of the financial statements. In addition, we read all the financial and non-financial information
in the explanatory foreword to identify material inconsistencies with the audited financial statements. If we
become aware of any apparent material misstatements or inconsistencies we consider the implications for
our report.
Opinion on the financial statements
In our opinion the financial statements:
•• give a true and fair view of the financial position of Castle Point Borough Council as at 31 March 2013
and of its expenditure and income for the year then ended; and
•• have been prepared properly in accordance with the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2012/13.
Opinion on other matters
In our opinion, the information given in the explanatory foreword for the financial year for which the financial
statements are prepared is consistent with the financial statements.
Matters on which we report by exception
We have nothing to report in respect of the following other matters which the Code of audit practice for local
government bodies (March 2010) requires us to report to you if:
•• we have been unable to satisfy ourselves that the annual governance statement meets the disclosure
requirements set out in the guidance ‘Delivering Good Governance in Local Government: a Framework’
published by CIPFA/SOLACE in June 2007 or is misleading or inconsistent with other information that
is forthcoming from the audit;
Statement of Accounts 2012/13
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•• we issue a report in the public interest under section 8 of the Audit Commission Act 1998;
•• we designate under section 11 of the Audit Commission Act 1998 any recommendation as one that
requires the Council to consider it at a public meeting and to decide what action to take in response; or
•• we exercise any other special powers of the auditor under the Audit Commission Act 1998.

Conclusion on Council’s arrangements for securing economy, efficiency and
effectiveness in the use of resources
Respective responsibilities of the Council and auditors
The Council is responsible for putting in place proper arrangements to secure economy, efficiency and
effectiveness in its use of resources, to ensure proper stewardship and governance, and to review regularly
the adequacy and effectiveness of these arrangements.
We are required under Section 5 of the Audit Commission Act 1998 to satisfy ourselves that the Council has
made proper arrangements for securing economy, efficiency and effectiveness in its use of resources. The
Code of Audit Practice issued by the Audit Commission requires us to report to you our conclusion relating
to proper arrangements, having regard to relevant criteria specified by the Audit Commission.
We report if significant matters have come to our attention which prevent us from concluding that the
Council has put in place proper arrangements for securing economy, efficiency and effectiveness in its use
of resources. We are not required to consider, nor have we considered, whether all aspects of the Council’s
arrangements for securing economy, efficiency and effectiveness in its use of resources are operating
effectively.
Scope of the review of arrangements for securing economy, efficiency and effectiveness in the use
of resources
We have undertaken our audit in accordance with the Code of Audit Practice, having regard to the guidance
on the specified criteria, published by the Audit Commission in November 2012, as to whether the Council
has proper arrangements for:
•• securing financial resilience; and
•• challenging how it secures economy, efficiency and effectiveness.
The Audit Commission has determined these two criteria as those necessary for us to consider under the
Code of Audit Practice in satisfying ourselves whether the Council put in place proper arrangements for
securing economy, efficiency and effectiveness in its use of resources for the year ended 31 March 2013.
We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment, we
undertook such work as we considered necessary to form a view on whether, in all significant respects, the
Council had put in place proper arrangements to secure economy, efficiency and effectiveness in its use of
resources.
Conclusion
On the basis of our work, having regard to the guidance on the specified criteria published by the Audit
Commission in November 2012, we are satisfied that, in all significant respects, Castle Point Borough
Council put in place proper arrangements to secure economy, efficiency and effectiveness in its use of
resources for the year ended 31 March 2013.

Certification of completion of the audit

We certify that we have completed the audit of the accounts of Castle Point Borough Council in accordance
with the requirements of the Audit Commission Act 1998 and the Code of Audit Practice issued by the Audit
Commission.
Lisa Clampin
For and on behalf of BDO LLP, Appointed Auditor
Ipswich, UK
25 September 2013
Page 17

Statement of Accounts 2012/13

MOVEMENT IN RESERVES STATEMENT - Sheet 1
This statement shows the movement in the year on the different reserves held by the Council, analysed into
Usable Reserves (i.e. those which can be applied to fund expenditure or reduce local taxation) and other
Unusable Reserves. The Surplus / (Deficit) on the Provision of Services line shows the true economic cost
of providing the Council’s services, more details of which are shown in the Comprehensive Income and
Expenditure Statement.

Surplus / (Deficit) on Provision of Services
(accounting basis), as shown on page 21

£000s

£000s

£000s

£000s

2,008

991

3,839

925

319

0

0

0

0

0

0

0

0

0

0

0

0

0

0

914 (36,153)

Other Comprehensive Income and Expenditure, as shown on page 21:
•• Surplus / (deficit) on revaluation of Non-Current
2.6
0
(Long Term) assets
•• Actuarial gains / (losses) on pension fund assets
2.5
0
and liabilities
Total Comprehensive Income and Expenditure
Adjustments between accounting basis and funding
basis under regulations

914 (36,153)
1

Major Repairs
Reserve

£000s

GF & HRA
Earmarked
Reserves
Capital
Receipts
Reserve

Housing
Revenue
Account

Balance as at 1 April 2011

Usable Reserves
General Fund
(GF) Balance

Notes

1,443

36,186

0

(157)

136

2,357

33

0

(157)

136

0

1,413

944

33

1,413

(157)

136

Balance as at 31 March 2012

2,952

1,024

5,252

768

455

Balance as at 1 April 2012

2,952

1,024

5,252

768

455

Surplus / (Deficit) on Provision of Services
(accounting basis), as shown on page 21

(1,864)

1,094

0

0

0

0

0

0

0

0

0

0

0

1,094

0

0

0

384

0

(337)

288

1,478

0

(337)

288

Net Increase / (decrease) in the year before
transfers to / (from) Earmarked Reserves
Transfers to / (from) Earmarked Reserves

2.1 (1,413)

Increase / (decrease) during the year

Other Comprehensive Income and Expenditure, as shown on page 21:
•• Surplus / (deficit) on revaluation of Non-Current
2.6
0
(Long Term) assets
•• Actuarial gains / (losses) on pension fund assets
2.5
0
and liabilities
Total Comprehensive Income and Expenditure
Adjustments between accounting basis and funding
basis under regulations

(1,864)
1

Net Increase / (decrease) in the year before
transfers to / (from) Earmarked Reserves

(936)

Transfers to / (from) Earmarked Reserves

2.1

Increase / (decrease) during the year
Balance as at 31 March 2013
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1,006

(778)

(228)

70

700

(228)

3,022

1,724

5,024

0

0

0

0

(337)

288

431

743

MOVEMENT IN RESERVES STATEMENT - Sheet 2
This economic cost is different from the statutory amounts required to be charged to the General Fund
balance and the Housing Revenue Account for setting Council Tax and Housing Rents. The “Net Increase
/ (decrease) before Transfers to Earmarked Reserves” line shows the statutory General Fund and Housing
Revenue Account balances for the year before any discretionary transfers to or from earmarked reserves
undertaken by the Council.

Capital
Grants
Unapplied

Total Usable
Reserves

Pensions
Reserve

Revaluation
Reserve

Capital
Adjustment
Account

Deferred
Capital
Receipts

Other
Adjustment
Accounts

Total Unusable
Reserves

Total Council
Reserves

Unusable Reserves

£000s

£000s

£000s

£000s

£000s

£000s

£000s

£000s

£000s

224
0

8,306
(35,239)

0

0

0

0

(24,420)

7,142

100,472

12

109

83,315

0

0

0

0

0

0

0

3,976

0

0

0

3,976

3,976

(10,102)

0

0

0

0

(10,102)

(10,102)

(10,102)

3,976

0

0

0

(6,126)

(41,365)

0

(35,239)

22

37,630

22

2,391

0

0

22

2,391

(10,027)

3,824

(37,442)

0

(111)

246

10,697

(34,447)

10,966

63,030

12

246

10,697

(34,447)

10,966

63,030

0

0

0

0

(770)

0

0

0

0

0

(770)

75
(10,027)
0

(37,630)

(37,442)

0

(111)

(43,756)

0

0

0

0

0
(41,365)
0

39,559

50,256

12

(2)

39,559

50,256

0

0

0

0

1,287

0

0

0

1,287

1,287

(4,299)

0

0

0

0

(4,299)

(4,299)

(4,299)

1,287

0

0

0

(3,012)

(3,782)

(34)

459

(4,710)

212

(111)

(2)

(411)

(34)

0

0

(41,365)

1,229

0

3,824

(37,442)

(35,239)

(43,756)

(34)

0

(152)

91,621

0

(770)

(463)

(336)

(6)

(13)

(1,229)

824

(336)

(6)

(13)

(4,241)

0

0

(6)

(13)

(4,241)

(3,782)

6

(15)

35,318

46,474

0

459

(4,710)

824

11,156

(39,157)

11,790

0
(336)
62,694
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0
(3,782)
0
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GROSS
INCOME
2011/12
£000s

(8,714)
(1,530)
(2,294)
(439)
(720)
(6,736)
0
(24,086)
(17)
(8)

(44,544)

(769)
0

(45,313)

GROSS
EXPEND
2011/12
£000s

9,722
4,480
5,550
1,925
791
5,430
36,451
24,863
1,986
194

91,392

115
0

91,507

989
266
9

46,194

(654)
0

46,848

1,008
2,950
3,256
1,486
71
(1,306)
36,451
777
1,969
186

NET
EXPEND
2011/12
£000s

(Gain) / loss on disposal / derecognition of non-current (long term) assets
Payment of precept to Canvey Island Town Council
Payment of Housing Pooled Capital Receipts to the Government Pool

OTHER OPERATING EXPENDITURE

NET COST OF SERVICES AFTER EXCEPTIONAL ITEMS

Reimbursement of VAT
Provision for insurance repayment

EXCEPTIONAL ITEMS

NET COST OF SERVICES - CONTINUING OPERATIONS

Central services to the public
Cultural services
Environmental and regulatory services
Planning services
Highways, roads and transport services
Local Authority Housing: Housing Revenue Account (HRA)
•• HRA: 2011/12 reform settlement payment to Secretary of State
Other housing services (General Fund housing services)
Corporate and Democratic Core (CDC)
Non-Distributed Costs (NDC)

GROSS EXPENDITURE, GROSS INCOME AND NET EXPENDITURE OF
CONTINUING OPERATIONS

The statement reports the consolidated position for both the General Fund and the Housing Revenue Account.

3
25

54,384

1
114

54,269

9,881
4,061
5,184
1,362
797
4,288
0
26,416
1,955
325

GROSS
EXPEND
2012/13
£000s

(45,851)

(2)
0

(45,849)

(8,736)
(1,208)
(2,296)
(376)
(691)
(6,980)
0
(25,496)
(51)
(15)

GROSS
INCOME
2012/13
£000s

2,341
267
113

8,533

(1)
114

8,420

1,145
2,853
2,888
986
106
(2,692)
0
920
1,904
310

NET
EXPEND
2012/13
£000s

This statement shows the accounting cost in the year of providing services in accordance with generally accepted accounting practices, rather than the amount
to be funded from taxation. Authorities raise taxation to cover expenditure in accordance with regulations; this funding, or taxation, position is different from the
accounting cost. The taxation position is shown in the Movement in Reserves Statement, on pages 18 to 19.

COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT
FOR THE YEAR ENDED 31 MARCH 2013 - Sheet 1
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41,365

6,126

(3,976)
10,102

35,239

Notes

Council Tax income
Council Tax surplus transferred from the Collection Fund
Revenue Support Grant and General Government Grants
Redistribution of National Non-domestic Rates (NNDR)
Capital grants and contributions

TAXATION AND NON-SPECIFIC GRANT INCOME

(SURPLUS) / DEFICIT ON CONTINUING OPERATIONS

TOTAL COMPREHENSIVE INCOME AND EXPENDITURE

TOTAL OTHER COMPREHENSIVE INCOME AND EXPENDITURE

(Surplus) / deficit on revaluation of Non-Current (Long Term) assets
Actuarial (gains) / losses on pension fund assets and liabilities

OTHER COMPREHENSIVE INCOME AND EXPENDITURE

(SURPLUS) / DEFICIT ON THE PROVISION OF SERVICES
2.6 & 13
2.5 & 19

12

12

Interest payable on debts and finance leases, and similar charges
5 & 20
Interest and investment income receivable, and similar income
13
Investment Properties - income, expenditure, changes in the fair value of
assets, and (gains) / losses on disposal or derecognition
Pensions interest cost and expected return on pensions assets (net)
19

FINANCING AND INVESTMENT INCOME AND EXPENDITURE

(13,406) TOTAL TAXATION AND NON-SPECIFIC GRANT INCOME

(7,553)
(145)
(1,707)
(3,606)
(395)

48,645

767

460
(97)
57

2011/12
£000s

COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT
FOR THE YEAR ENDED 31 MARCH 2013 - Sheet 2

3,782

3,012

(1,287)
4,299

770

(12,681)

(7,625)
(105)
(915)
(4,036)
0

13,451

994

1,498
(77)
(218)

2012/13
£000s
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TOTAL CURRENT ASSETS
CURRENT LIABILITIES
Short term borrowing and finance lease liabilities
Revenue and capital grants receipts in advance
Short term creditors
Provisions
TOTAL CURRENT LIABILITIES

(197)
(195)
(3,735)
0

(4,127)

Short term Investments
Inventories
Short term debtors
Cash and cash equivalents

CURRENT ASSETS

TOTAL NON-CURRENT (LONG TERM) ASSETS

Property, plant and equipment
Heritage assets
Investment properties
Long term debtors

NON-CURRENT (LONG TERM) ASSETS

15,138

10,406
11
3,574
1,147

117,750

114,406
366
2,848
130

31 March 2012
£000s

5 & 20
18
17 & 20
25

20
16
15 & 20
22

13
13
13
15 & 20

Notes

(2,540)
(273)
(4,470)
(114)

12,204
46
3,198
1,749

114,547
368
2,861
129

(7,397)

17,197

117,905

31 March 2013
£000s
£000s

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by the Council. The net assets of the Council (assets
less liabilities) are matched by the reserves held by the Council. Reserves are reported in two categories. The first category of reserves are Usable Reserves,
i.e. those reserves that the Council may use to provide services, subject to the need to maintain a prudent level of reserves and any statutory limitation on their
use (for example the Capital Receipts Reserve that may only be used to fund capital expenditure or repay debt). The second category of reserves is Unusable
Reserves, those that the Council is not able to use to provide services. This category includes reserves that hold unrealised gains and losses (for example the
Revaluation Reserve), where amounts would only become available to provide services if the assets were sold; and reserves that hold timing differences shown
in the Movement in Reserves Statement line “Adjustments between accounting basis and funding basis under regulations” on pages 18 to 19.

BALANCE SHEET
AS AT 31 MARCH 2013 - Sheet 1
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NET ASSETS

50,256

2.1
1 & 2.2
1 & 2.3
1 & 2.4

19

5 & 20
20

Notes

TOTAL UNUSABLE RESERVES
TOTAL RESERVES

50,256

UNUSABLE RESERVES
Pensions Reserve
1, 2.5 & 19
Revaluation Reserve
1 & 2.6
Capital Adjustment Account
1 & 2.7
Other Statutory Adjustment Accounts:
•• Collection Fund Adjustment Account
1 & 2.9
•• Short Term Accumulating Compensated Absences Account
1 & 2.9
Deferred capital receipts
1 & 2.8

TOTAL USABLE RESERVES

39,559

121
(123)
12

(34,447)
10,966
63,030

10,697

2,952
1,024
5,252
455
768
246

TOTAL NON-CURRENT (LONG TERM) LIABILITIES

(78,505)

USABLE RESERVES
General Fund
Housing Revenue Account
Earmarked Reserves
Major Repairs Reserve
Capital Receipts Reserve
Capital Grants Unapplied Account

Long term borrowing and finance lease liabilities
Long term creditors
Collection Fund
Liability related to defined benefit pension scheme

NON-CURRENT (LONG TERM) LIABILITIES

(43,981)
0
(77)
(34,447)

31 March 2012
£000s

BALANCE SHEET
AS AT 31 MARCH 2013 - Sheet 2

84
(99)
6

(39,157)
11,790
62,694

3,022
1,724
5,024
743
431
212

(41,926)
(130)
(18)
(39,157)

46,474

35,318

11,156

46,474

(81,231)

31 March 2013
£000s
£000s
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2011/12

(1,788)
(7,766)
(3,606)
(1,114)
(30,150)
(1,609)
(3,902)
(91)
(5,099)

7,755
266
17,810
2,249
36,451
94
466
22,197

£000s

Notes

Total Cash Inflows on Operating Activities

NET CASH (INFLOW) / OUTFLOW FROM OPERATING ACTIVITIES

32,163

Rents (after rebates)
Council Tax receipts
Receipts from the National Non-domestic Rate pool
Revenue Support Grant
Housing Benefit and Council Tax Benefit Subsidy
Other Government grants
Cash received from the sale of goods and the rendering of services
Interest received
Other cash receipts on Operating Activities

Cash Inflows on Operating Activities

Total Cash Outflows on Operating Activities

21

Cash paid to and on behalf of employees
Precept paid to Canvey Island Town Council
Housing Benefit paid
Negative Housing Subsidy paid to the Secretary of State
2011/12 HRA reform settlement payment
Payments to the Capital Receipts Pool
Interest paid, including interest on finance lease liabilities
Cash paid to suppliers of goods and services, and other payments on Operating Activities

OPERATING ACTIVITIES
Cash Outflows on Operating Activities

(55,125)

87,288

£000s

2012/13

(2,102)
(7,746)
(4,036)
(82)
(32,005)
(1,938)
(3,459)
(75)
(3,090)

7,607
267
19,071
0
0
96
1,149
21,717

£000s

(4,626)

(54,533)

49,907

£000s

The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during the reporting period. It shows how the Council generates and
uses cash and cash equivalents by classifying cash flows as operating, investing and financing activities. The amount of net cash flows arising from operating
activities is a key indicator of the extent to which the operations of the Council are funded by way of taxation and grant income or from the recipients of services
provided by the Council. Investing activities represent the extent to which cash outflows have been made for resources which are intended to contribute to the
Council’s future service delivery. Cash flows arising from financing activities are useful in predicting claims on future cash flows by providers of capital (i.e.
borrowing) to the Council.

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2013 - Sheet 1
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428
(271)

500
(36,451)
45

1,926
(12)
128
(229)
0
(438)
2,900

£000s

2011/12

Notes

CASH AND CASH EQUIVALENTS AS AT 1 APRIL

CASH AND CASH EQUIVALENTS AS AT 31 MARCH

(1,147)

NET (INCREASE) / DECREASE IN CASH AND CASH EQUIVALENTS

NET CASH (INFLOW) / OUTFLOW FROM FINANCING ACTIVITIES

22

Repayments of short term and long term borrowing
Cash receipts from short term and long term borrowing
Cash payments for the reduction of the outstanding liability relating to finance leases
Collection Fund - Agency Adjustments:
•• Council Tax relating to major preceptors
23
•• National Non-Domestic Rates relating to Central Government.
23

FINANCING ACTIVITIES

NET CASH (INFLOW) / OUTFLOW FROM INVESTING ACTIVITIES

Purchase and enhancement of non-current (long term) assets
Proceeds from the sale of non-current (long term) assets
Expenses incurred on Investment Properties
Rental income received on Investment Properties
Government capital grants received
Other capital grants and capital cash receipts
Net purchase of, and proceeds from redemption of, short term and long term investments

INVESTING ACTIVITIES

(1,836)

689

(35,749)

4,275

£000s

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2013 - Sheet 2

320
(626)

0
0
60

3,348
(601)
11
(183)
0
(105)
1,800

£000s

2012/13

(1,749)

(1,147)

(602)

(246)

4,270

£000s
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NOTES TO THE CORE FINANCIAL STATEMENTS:
Summary of Significant Accounting Policies
AP1

ACCOUNTING POLICIES - INTRODUCTION AND GENERAL PRINCIPLES
The Statement of Accounts summarises the Council’s transactions for the 2012/13 financial year, 1
April 2012 to 31 March 2013, and the Council’s position at the year end date, 31 March 2013.
The Council is required to prepare an annual Statement of Accounts by the Accounts and Audit
Regulations 2011, and it has been prepared in accordance with proper accounting practices. These
practices primarily comprise The Code of Practice on Local Authority Accounting in the United
Kingdom 2012/13, based on International Financial Reporting Standards (IFRS) (“the Code”), and
the associated Guidance Notes for Practitioners, as well as the Service Reporting Code of Practice
(SeRCOP) 2012/13, all as published by the Chartered Institute of Public Finance and Accountancy
(CIPFA).
Accounting policies are the specific principles, bases, conventions, rules and practices applied by
the Council in the preparation and presentation of its financial statements. All policies are set in
accordance with the relevant International Financial Reporting Standards (IFRSs), International
Accounting Standards (IASs), International Public Sector Accounting Standards (IPSASs),
interpretations by the International Financial Reporting Interpretations Committee (IFRICs),
and any other interpretations or requirements published in the Code. The Council is required to
select accounting policies and account for changes in accounting policies in accordance with IAS
8 “Accounting Policies, Changes in Accounting Estimates and Errors,” and IPSAS3 “Accounting
Policies, Changes in Accounting Estimates and Errors” which provides additional guidance for public
sector bodies. Some interpretations and adaptations of IAS 8 have been included in the Code and
the Guidance Notes.
The accounting convention that has been adopted in the financial statements is primarily that of
historical cost, modified by the revaluation of certain categories of non-current assets and financial
instruments. Furthermore, the financial statements are prepared on a going concern basis. This
means that they are prepared on the assumption that the functions of the Council will continue in
operational existence for the foreseeable future.
Where relevant, materiality levels are stated under applicable accounting policies. These set tolerance
limits, below which omissions or misstatements would not prevent the financial statements being
fairly stated, nor affect the decisions or assessments made by users of the financial statements.
For ease of reference the policies over the following pages are presented in alphabetical order.

AP2

ACCOUNTING POLICY CHANGES
The Council only changes accounting policies where the change is required by the Code, or where
the change results in the financial statements providing reliable or more relevant information on the
Council’s financial position, financial performance or cash flows.
For compulsory changes in accounting policies dictated by the Code the Council will disclose the
information required by the Code. For internal changes in accounting policies the Council is required
to disclose:
•• The nature of the change in policy;
•• The reasons why the new policy provides more reliable and more relevant information;
•• For the current accounting period and each prior period reported, and where practical, the amount
of the adjustment for each item affected in the financial statements;
•• For affected periods prior to those periods reported, and again where practical, the amount of the
adjustment for each item affected in the financial statements; and
•• Where prior period application is not practical under the above two criteria, narrative is required
to confirm from when the change in accounting policy has been applied and also as to the
circumstances leading to the existence of the condition.
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Therefore when an accounting policy is changed, the Council is required to apply the change
retrospectively, and present comparative transactions and balances as if that new policy or changed
policy had always been in place. In certain circumstances the Code will provide transitional provisions
to follow, which may mitigate or negate the impact of such a change.
The only statutory change to accounting standards that has been introduced in the 2012/13 Code
of Practice relates to amendments to reporting disclosures for IFRS 7 Financial Instruments. These
changes relate to evaluating the risk of exposures relating to transfers of financial assets. However
the Council does not carry out any transactions of this nature, and as such there are no additional
disclosures to be reported. There have been no other changes in accounting policies during 2012/13.
The Council is also required to disclose information on the impact of a change in accounting policy
that will be required by an accounting standard that has been issued but not yet adopted. This
applies to accounting standards that come into effect for financial years commencing on or before
1 January of the financial year in question (i.e. 1 January 2013 for the 2012/13 financial year). This
disclosure is reported in Note 27 to the Core Financial Statements, on pages 98 to 99.
AP3

ACCRUALS OF INCOME AND EXPENDITURE
The financial statements are prepared under the accruals basis of accounting. This means that
items are recognised as income and expenditure, and corresponding assets and liabilities, when
they are earned or incurred, and meet the necessary criteria for recognition, rather than when cash
is received or paid. In particular:
•• Revenue from the sale of goods is recognised when the Council transfers the significant risks
and reward of ownership to the seller, and it is probable that the economic benefits or service
potential associated with the transaction will flow to the Council.
•• Revenue from the provision of services is recognised when the Council can measure with
reliability the percentage of completion of the transaction and it is probable that the economic
benefits or service potential associated with the transaction will flow to the Council.
•• Supplies are recorded as expenditure when they are consumed. When supplies have been
received and not yet consumed at the Balance Sheet date they are held as inventories on the
Balance Sheet.
•• Expenditure incurred by the Council is recorded as such when the associated services are
received, as opposed to when payment is made.
•• Interest receivable and payable to and from the Council are accounted for as income and
expenditure based on the effective interest rate for the associated financial instruments rather
than by the actual cash flows received and made.
Where revenue and expenditure have been recognised but cash has not been received or paid, a
debtor or creditor for the relevant amount in the Balance Sheet. Where debts may not be settled, the
balance of debtors is written down and a charge made to revenue for the income that might not be
collected.
Cash flow information, primarily the Cash Flow Statement and its associated notes, is prepared on
a cash basis rather than an accruals basis.

AP4

ADMINISTRATIVE OVERHEADS AND SERVICE MANAGEMENT COSTS
Administrative overheads arise in both central support departments, and also as service management
costs in service departments themselves. These are required to be apportioned across the range of
services affected by them, using suitable basis of measurement or estimation, such as percentages
or time recording. The costs are recharged to those services that benefit from the associated supply
of service, in accordance with the costing principles of the CIPFA Service Reporting Code of Practice
(SeRCOP).
Recharged overheads are included in all service lines under Net Cost of Services as part of the
(Surplus) / Deficit on the Provision of Services in the Comprehensive Income and Expenditure
Page 29
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Statement (CI&ES). Where relevant, administrative overheads and service management costs are
also recharged to Corporate and Democratic Core (CDC) and Non-Distributed Costs (NDC). These
two cost categories are defined in the SeRCOP and accounted for as separate headings in the
CI&ES, again as part of Net Cost of Services, as follows:
•• Corporate and Democratic Core - consists of the following 2 sub categories:
oo Democratic Representation and Management: includes all aspects of Members’ activities
including corporate, programme and service policy making, general governance, and
representing local interests.
oo Corporate Management: those activities which provide the infrastructure which allows services
to be provided, whether by the Council or not, and the information for public accountability.
•• Non-Distributed Costs - These are overheads for which no service benefits and are not therefore
apportioned to services, for example pension costs arising from discretionary added years
service and costs relating to unused assets.
AP5

CASH AND CASH EQUIVALENTS
Cash and cash equivalents are those sums held for the purposes of meeting short term cash
commitments, as opposed to those sums held for investment and other purposes. Cash equivalents
are generally short term, highly liquid investments that are readily convertible to a known amount of
cash and are subject to an insignificant risk of any change in value.
The Council’s policy for determining the composition of cash and cash equivalents is as follows:
•• Cash and cash equivalents shall include the Council’s net balance or overdraft on its accounts
with the Co-operative bank, and the Council’s Call Account balance with the same bank. These
all play an integral part in the Council’s cash management procedures; and
•• Cash and cash equivalents shall also include any amounts held in petty cash floats.
The Council on occasion holds other investments which are repayable on demand, principally funds
invested in Sterling Money Market Funds. As such, these are readily convertible to a known amount
of cash and are subject to an insignificant risk of any change in value. These are used for investing
purposes and to ensure security of funds, and are not used for day to day cash management.
Therefore they are not included in cash and cash equivalents and are instead reported under Short
Term Investments, again within Current Assets, on the Balance Sheet. However, any amounts held in
other bank call accounts repayable on demand, although also primarily held for investing purposes,
are required to be recorded as part of cash and cash equivalents as they meet the statutory definition
of cash.

AP6

COLLECTION FUND - AGENCY ARRANGEMENTS
6.1 - Council Tax
The financial statements reflect that the Council is acting as an agent on behalf of the major preceptors:
Essex County Council, Police and Crime Commissioner for Essex (formerly Essex Police Authority)
and Essex Fire Authority, for the collection and distribution of Council Tax income. As a result, the
Council Tax income included in the Comprehensive Income and Expenditure Statement (CI&ES) is
the accrued income for the year relating to Castle Point Borough Council and Canvey Island Town
Council only. The difference between the income included in the CI&ES and the amount required
by regulation to be credited to the General Fund for the Council is taken to the Collection Fund
Adjustment Account in the Balance Sheet. This adjustment is reported through the Movement in
Reserves Statement (MIRS).
The share of the balance due from Council Tax payers and the share of the impairment allowance
attributable to the precepting authorities are both derecognised to reflect the agency arrangement.
This is achieved by netting off the precepting authorities’ share of the Council Tax payers’ balances
and impairment allowances against their share of the collection fund balance. This net balance is
split between current and non current (long-term) creditors on the Balance Sheet.
The Cash Flow Statement includes within Operating Activities only those cash flows relating to the
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Council’s own share of the Council Tax net cash collected. The amounts included in precepts paid
exclude amounts relating to major preceptors and only show the precept paid to Canvey Island Town
Council, which as a parish council is not classified as a major preceptor. The difference between
the major preceptors’ share of the net cash collected, the net cash paid to major preceptors and
settlement of previous year’s surplus or deficit on the Collection Fund is included in Financing
Activities as a net inflow or outflow in the line “Collection Fund Adjustment: Council Tax relating to
major preceptors.”
6.2 - National Non-Domestic Rates (NNDR)
The financial statements reflect that the Council is acting as an agent on behalf of Central Government
for the collection of National Non-Domestic Rates. As a result outstanding amounts due from or to
NNDR Payers are not shown separately within debtors or creditors due to or from the Council on
the Balance Sheet. Since all funds collected (less the cost of collection allowance) go to the Central
Government pool, amounts due to or from NNDR payers (less the impairment allowance) and the
pool are consolidated into one balance shown as a Central Government debtor or creditor in the
Balance Sheet.
The Cash Flow Statement does not include within Operating Activities cash received from NNDR
Rate receipts or payments to the NNDR pool. The difference between these amounts is included in
Financing Activities as a net inflow or outflow in the line “Collection Fund Adjustment: National NonDomestic Rates relating to Central Government.”
6.3 - Impairment of debt allowances
Allowances are made for non-payment of debt by Council Tax payers and National Non-Domestic
Rate payers, in accordance with policy note 24 on page 46.
AP7

EMPLOYEE BENEFITS - BENEFITS PAYABLE DURING EMPLOYMENT
Benefits payable during employment primarily covers short term employee benefits, which are
those benefits paid to current employees that fall wholly due within 12 months after the period in
which the employee provides the relevant service. These primarily consist of wages and salaries,
compensated absences (paid leave and paid sick leave), bonuses, and other non-monetary benefits
such as leased cars.
Short term employee benefits are recognised on an accruals basis in the relevant lines under
(Surplus) / Deficit on the Provision of Services on the Comprehensive Income and Expenditure
Statement (CI&ES). Where they occur, non-monetary benefits (i.e. benefits in kind) are recognised
at the cost to the Council of providing the benefit.
Compensated absences are those periods during which an employee does not provide services
to the Council, but benefits continue to be paid, including sick pay, annual leave and flexi leave.
Entitlements to annual leave and flexi leave which have not been used by the end of the financial
period are treated as accumulating compensated absences, which means they can be carried forward
to the following financial period. The Council is required to accrue for any outstanding accumulating
compensated absences at the end of the financial period. An estimate of the outstanding amounts,
including employer’s National Insurance and pension contributions where applicable, is charged
to the relevant lines under Net Cost on Services on the Comprehensive Income and Expenditure
Statement (CI&ES), and the corresponding liability due to the employees is recognised under Short
Term Creditors on the Balance Sheet.
To avoid any impact on Council Tax and Housing Rents, the charge to the CI&ES is reversed to
an Unusable Reserve on the Balance Sheet: Short Term Accumulating Compensating Absences
Account. This reversal is recognised through the Movement in Reserves Statement (MIRS).

AP8

EMPLOYEE BENEFITS - POST EMPLOYMENT BENEFITS
Employees of the Council are entitled to membership in the Local Government Pension Scheme
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(LGPS) which is accounted for as a defined benefits scheme. The operating costs of providing
retirement benefits to employees are recognised in the accounting periods in which the benefits are
earned by the employees. The related finance costs and any other changes in the value of the assets
and liabilities are recognised in the accounting periods in which they arise. The policies reflect the
Council’s commitment to increase contributions to make up any shortfall in attributable net assets in
the pension fund.
Statutory provisions require the General Fund and Housing Revenue Account balances to be
charged with the amount payable by the Council to the pension fund in the year, not the amount
calculated according to the relevant accounting standards. In the Movement in Reserves Statement
there are appropriations to and from the Pensions Reserve to remove the accounts included in the
Comprehensive Income and Expenditure Statement and replace them with debits equivalent to the
amounts payable during the year. The negative balance on the Pensions Reserve, as reported on
the Balance Sheet, measures the beneficial impact on the General Fund and Housing Revenue
Account of being required to account for post employment benefits on the basis of cash flows rather
than as benefits are earned by employees.
Liabilities of the pension fund are included in the Balance Sheet. Liabilities have been assessed
on an actuarial basis using the projected unit method, i.e. an estimate of the pensions that will
be payable in future years dependent on assumptions about mortality rates, salary levels, etc.
The liabilities are discounted to their current value, using appropriate discount rates. In assessing
liabilities for retirement benefits at 31 March 2013 for the 2012/13 Statement of Accounts, the actuary
has assumed real discount rates of 0.8% (RPI) and 1.6% (CPI) (4.1% actual discount rate), based on
the current rate of return on a high-quality corporate bond of equivalent currency and term to scheme
liabilities. The 2011/12 rates were 1.3% (RPI) and 2.0% (CPI) (4.6% actual discount rate). Application
of these rates has resulted in an increase in liabilities measured at today’s prices of £7.258m,
adjusted for by an increase in actuarial losses for the year, as reported in Other Comprehensive
Income and Expenditure on the Comprehensive Income and Expenditure Statement (CI&ES). The
assets attributable to the Council are included in the Balance Sheet at their fair value.
AP9

EMPLOYEE BENEFITS - TERMINATION BENEFITS
Termination benefits are usually lump sum payments, and include:
•• Enhancement of retirement benefits; and/or
•• Salary to the end of a specified notice period, if the employee provides no more service during
that period.
Termination benefits become payable as a result of either:
•• The Council’s terminating an employee’s employment before the normal retirement date; or
•• An employee’s decision to accept voluntary redundancy in exchange for these benefits.
Termination benefits do not provide the Council with future economic benefits, and as such are
recognised as part of the (Surplus) / Deficit on the Provision of Services on the Comprehensive
Income and Expenditure Statement (CI&ES), when the Council is demonstrably committed to paying
termination benefits under one of the above two scenarios. This occurs when:
•• There is a formal plan for termination, including which employee(s) are affected, termination
benefits have been calculated, and timescales for implementation of the plan have been
determined; and
•• The plan is without realistic possibility of being withdrawn.

AP10 EVENTS AFTER THE BALANCE SHEET DATE
Events after the Balance Sheet date are those events, both favourable and unfavourable, that
occur after the end of the accounting period, and before the date when the financial statements are
authorised for issue.
The dates when the Statement of Accounts is authorised for issue are as follows:
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•• Unaudited Accounts: the date on which the Council’s responsible financial officer signs the
accounts to certify that the accounts give a true and fair view of the Council’s financial position,
financial performance and cash flows. This is required by 30th June following the end of the
accounting period; and
•• Audited Accounts: the date on which the Council’s responsible financial officer re-certifies that the
accounts give a true and fair view of the Council’s financial position, financial performance and
cash flows, and the accounts are approved by members, by way of resolution at a meeting. This
is in advance of the publication of the audited Statement of Accounts. Approval and publication
are required by 30th September following the end of the accounting period.
There are two types of events:
•• Adjusting events: those events that provide additional evidence regarding conditions which
existed at the end of the accounting period. For these the Council is required to disclose the
event and update any relevant amounts included in the financial statements relating to the event;
and
•• Non-Adjusting events: those events that provide evidence regarding conditions that arose after
the end of the accounting period, prior to the date of approval. Where the event is material and
non-disclosure could influence the decision of users of the Statement of Accounts, the Council
is required to disclose the event. This disclosure must include the nature of the event, and an
estimate of the financial effect of the event. Where an estimation is not possible the Council is
required to include a statement to this effect.
Details of any events after the Balance Sheet date are reported in Note 24 to the Core Financial
Statements, on page 97.
AP11 EXCEPTIONAL ITEMS
Exceptional items are material items which derive from events or transactions that fall within the
ordinary activities of the Council and which individually, or in aggregate if of a similar type, need
to be disclosed separately by virtue of their size or incidence. Usually they are one-off items not
expected to re-occur, and are reported as part of (Surplus) / Deficit on the Provision of Services on
the Comprehensive Income and Expenditure Statement (CI&ES), just after Net Cost of Services.
Details of any exceptional items included in the CI&ES are reported in Note 3 to the Core Financial
Statements, on page 57.
AP12 FINANCIAL ASSETS
Financial Assets include loans and receivables that have fixed or determinable payments, but are not
quoted on an open market. They are shown at fair value when recognised and carried at amortised
cost. The Council does not have any financial assets that require an effective interest rate calculation
to be undertaken that would result in the fair value recognition to differ to the transaction cost. The
amount credited to the Comprehensive Income and Expenditure Statement (CI&ES) for interest
receivable is based on the principal outstanding multiplied by the interest rate for the instrument. The
amount for investments shown on the Balance Sheet is the carrying amount, which is outstanding
principal and accrued interest.
AP13 FINANCIAL LIABILITIES
Financial liabilities are recognised when the Council becomes party to the contractual provisions
of a financial instrument and are measured at fair value and carried at their amortised cost. The
Council does not have any financial liabilities that require an effective interest rate calculation to be
undertaken that would result in the fair value recognition to differ to the transaction cost. The amount
charged to the Comprehensive Income and Expenditure Statement (CI&ES) for interest payable is
based on the principal outstanding multiplied by the rate of interest for the instrument. The amount
for borrowing shown on the Balance Sheet is the carrying amount, which is outstanding principal
repayable and accrued interest.
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AP14 GRANTS AND OTHER CONTRIBUTIONS (GOVERNMENT AND NON-GOVERNMENT)
Grants and contributions, of both a revenue and capital nature, are accounted for on an accruals
basis, and recognised immediately in the Comprehensive Income and Expenditure Statement
(CI&ES), unless the grant has an outstanding condition (as opposed to a restriction) that the Council
has yet to satisfy:
•• A condition arises where the grant must be returned to the grant provider if not used as set out in
the terms of the grant, and as such the grant should not be recognised immediately.
•• A restriction arises where the terms of the grant set out how it must be used, but do not require
the grant to be returned to the grant provider if those terms are not complied with. The grant
should be recognised in the CI&ES immediately.
A grant or contribution may be received subject to a condition that it be returned to the grantor if
a specified future event does or does not occur (for example, a grant may need to be returned if
the Council ceases to use the asset purchased with that grant for a purpose specified by the grant
provider). In these cases, a return obligation does not arise until such time as it is expected that the
condition will be breached and a liability is not recognised until that time. Such conditions do not
prevent the grant or contribution being recognised as income in the CI&ES.
Grants are reported in Notes 12 and 18 to the Core Financial Statements, on pages 69 to 70 and 82.
The treatment of different types of grants and contributions is as follows:
14.1 - Capital grants and contributions - no conditions, or conditions satisfied:
The grant is recognised in the CI&ES and is reported in Capital Grants and Contributions, under
Taxation and Non-Specific Grant Income.
However grants and contributions funding capital expenditure are not proper income receipts to
the General Fund or Housing Revenue Account. As such the grant must be transferred from the
CI&ES to an appropriate capital reserve on the Balance Sheet. This transfer is reported through the
Movement in Reserves Statement (MIRS), as follows:
•• Where relevant capital expenditure has been incurred, the grant is credited to the Capital
Adjustment Account, to reflect the application of capital resources to fund capital expenditure.
•• Where expenditure has not yet been incurred the grant is credited to the Capital Grants Unapplied
Account under Usable Reserves. At the point where expenditure subsequently occurs the grant
is then transferred from the Capital Grants Unapplied Account to the Capital Adjustment Account.
14.2 - Capital grants and contributions - conditions not yet satisfied:
Where conditions have not yet been met the grant is held in the Capital Grants Receipts in Advance
Account under Current Liabilities on the Balance Sheet. Once the condition has been satisfied the
grant is treated as per note 14.1 above. If the condition is not satisfied then the grant is repaid
direct to the grant provider from the Capital Grants Receipts in Advance account. To the extent that
the amount to be repaid exceeds the relevant balance in the Capital Grants Receipts in Advance
account, or no such balance exists, then the repayment is required to be charged as an expense to
the CI&ES.
14.3 - General revenue government grants and contributions - no conditions, or conditions
satisfied:
General revenue government grants, which are not provided for a specific purpose, nor are they
ring-fenced, are recognised in the CI&ES and are reported in General Government Grants, under
Taxation and Non-Specific Grant Income.
14.4 - Specific revenue grants and contributions - no conditions, or conditions satisfied:
Other grants which are for specific purposes are credited to net income for the relevant service line
under Net Cost of Services in the CI&ES. If a grant has been recognised but expenditure has not
occurred then the Council may hold the balance of the grant in an earmarked reserve until such time
as expenditure takes place.
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The analysis of the amounts recognised in the relevant service lines shown in Note 12.1 to the Core
Financial statements, on page 69 excludes grants below £1,000, as de minimis.
14.5 - Revenue grants and contributions - conditions not yet satisfied:
Where conditions have not yet been met, the grant is held in Revenue Grants Receipts in Advance
under Current Liabilities on the Balance Sheet. Once the condition has been satisfied the grant is
treated as per note 14.3 or 14.4 above. If the condition is not satisfied then the grant is repaid direct
to the grant provider from the Revenue Grants Receipts in Advance account. To the extent that
the amount to be repaid exceeds the relevant balance in the Revenue Grants Receipts in Advance
account, or no such balance exists, then the repayment is required to be charged as an expense to
the CI&ES.
14.6 - Capital grants and contributions funding Revenue Expenditure Funded from Capital
under Statute (REFCUS):
From a substance over form perspective, grants to fund REFCUS are deemed to be revenue grants,
as these amounts are only capital for statutory capital control purposes. Once any conditions are
satisfied these grants are therefore subsequently accounted for as revenue grants and treated in
accordance with the above revenue grant principles. However an additional adjustment is required
through the Movement in Reserves Statement (MIRS) to transfer the grant to the Capital Adjustment
Account if expenditure has occurred, or the Capital Grants Unapplied Account, if expenditure has not
occurred. Where a capital grant is held and expenditure has not yet been incurred, and the decision
has yet to be taken whether the grant will fund capital expenditure or REFCUS expenditure the
unused grant is deemed to be a capital grant, and is held under either the Capital Grants Receipts
in Advance account or the Capital Grants Unapplied Account, depending on whether the grant has
outstanding conditions or not.
Please also refer to policy note 27 on REFCUS, on page 47, for further information.
AP15 GROUP ACCOUNTS
The Council is required to prepare group accounts alongside its own single entity financial statements
where it has material interests in subsidiaries, associates and/or joint ventures. The Council has
undergone a process of reviewing its involvement with companies, voluntary organisations and other
public bodies and has concluded that there is no requirement to produce group accounts for 2012/13.
AP16 LEASING ARRANGEMENTS
A lease is an arrangement whereby a lessor conveys to a lessee the right for the lessee to use an
asset for an agreed period of time, in return for a series of payments, usually made on a regular
basis, such as quarterly or annually. Leases are categorised as either finance leases or operating
leases, based on the extent to which risks and rewards incidental to ownership of the relevant asset
lie with the lessee or lessor, as follows:
16.1 - Finance leases
A Finance lease is a lease that transfers substantially all the risks and rewards incidental to ownership
of an asset to the lessee. The accounting adjustments required for finance leases are as follows:
16.1.1 - Council is lessee
The Council is required to recognise the lease as an asset and corresponding liability on the Balance
Sheet, at an amount equal to the lower of:
•• The fair value of the asset; or
•• The present value of the minimum lease payments. The rate to be used is the rate implicit in the
lease, or if that is not practicable to determine, the Council’s incremental borrowing rate.
Minimum lease payments are apportioned between the finance charge, which is the interest element
of the lease, and the reduction in the outstanding liability on the Balance Sheet. The finance charge
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is recognised under Financing and Investment Income and Expenditure on the Comprehensive
Income and Expenditure Statement (CI&ES).
The asset is subsequently depreciated over the term of the lease, or, if longer, over the useful life
of the asset when it is certain that the Council will purchase the asset at the end of the lease term.
Depreciation is applied in accordance with policy note 19.9, on pages 41 and 42. Where applicable,
assets held by the Council under finance leases are re-valued in accordance with policy note 19.3,
on page 38. See also policy note 17, on page 37 regarding the minimum revenue provision for
finance leases.
16.1.2 - Council is lessor
The accounting adjustments are effectively the reverse of those in note 16.1.1 above. The Council
is required to derecognise the asset leased out, and recognise a debtor for the net investment in
the lease. The lease repayments made to the Council are apportioned between repayment of the
outstanding liability on the Balance Sheet and a receipt of interest from the finance charge. The
finance charge is recognised as income under Financing and Investment Income and Expenditure
on the Comprehensive Income and Expenditure Statement (CI&ES).
The Council has set a de minimius level of £2,500, whereby any lease with annual rental income
below that amount that would otherwise be classified as a finance lease, will be treated as an
operating lease, in accordance with note 16.2.2 below, on grounds of materiality.
16.2 - Operating leases
Any lease arrangement which does not meet the criteria to be recognised as a finance lease is
classified as an operating lease, as is any lease treated as de minimis in accordance with note 16.1.2
above. The accounting adjustments required for operating leases are as follows:
16.2.1 - Council is lessee
Lease payments under operating leases are recognised as an expense on a straight line basis over
the term of the lease. Operating lease payments are charged to the relevant service lines reported
under Net Cost of Services on the Comprehensive Income and Expenditure Statement (CI&ES),
including where applicable Corporate and Democratic Core (CDC) and Non-Distributed Costs (NDC).
16.2.2 - Council is lessor
Assets which the Council leases out under operating lease arrangements remain on the Council’s
Balance Sheet under Plant, Property and Equipment, and Investment Properties, and are accounted
for in accordance with policy notes 19 and 20. Operating lease receipts relating to Investment
Properties are recognised under Financing and Investment Income and Expenditure on the
Comprehensive Income and Expenditure Statement (CI&ES), and any other operating lease receipts
are credited to the relevant service lines reported under Net Cost of Services on the Comprehensive
Income and Expenditure Statement (CI&ES), including where applicable Corporate and Democratic
Core (CDC) and Non-Distributed Costs (NDC).
The Council has set a de minimis limit of £2,000 below which income received in relation to operating
leases is not included within Note 5.4 to the Core Financial Statements, Leasing Arrangements, on
page 58, on the grounds that it would not be material to that note.
16.3 - Leases of land and buildings
Leases of land and buildings, both as lessee and lessor, are accounted for in accordance with
the above requirements. Additionally, they are required to be split between the land and building
elements for the purposes of classifying the lease as finance or operating lease.
The minimum lease payments on a lease of land and buildings are required to be allocated between
the land and buildings elements of the lease. Where no direct allocation exists, the lease value is
apportioned based on the fair value of the land and building. Where the land element is immaterial
the lease is treated as a single lease.
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16.4 - Arrangements containing a lease (embedded leases)
Local authorities may enter into arrangements which do not take the legal form of a lease, but
which may convey the right to use an asset in return for a payment or series of payments. Where
an arrangement contains a lease, the lease element of the arrangement is required to be separated
from the remainder of the arrangement, and classified and accounted for as either an operating or
finance lease, in accordance with notes 16.1 to 16.3 above.
An assessment was previously carried out on the Council’s two major contracts during 2010/11, as
part of the transition process to IFRS:
•• Steria Ltd - contract for provision of Information and Communication Technology services.
•• Pinnacle Housing Ltd - contract for provision of Grounds Maintenance and Street Cleansing.
It was determined that neither contract contained embedded leases at that time. The Steria contract
was replaced in 2012/13 by a new contract with Capita Secure Information Solutions Ltd. This
contract has been assessed and determined not to contain any embedded leases. Smaller contracts
held by the Council have not been assessed on the grounds of immateriality.
AP17 MINIMUM REVENUE PROVISION (MRP)
The Local Authorities (Capital Finance and Accounting) (England) (Amendment) Regulations 2008
came into force on 31 March 2008. The Regulations require the Council to approve an Annual
Statement of Minimum Revenue Provision (MRP), which is the amount set aside from revenue for
the repayment of debt principal relating to the General Fund. These regulations require the Council
to make an amount of MRP which it considers to be “prudent” each year.
With effect from 2008/09 the Council chose to calculate MRP using the Asset Life Method for new
borrowing under the Prudential system for which no Government support is being given. This option
makes provision over the estimated life of the asset for which the borrowing is undertaken. For
leases where the Council is lessee and the lease is classified as a finance lease, a further minimum
revenue provision is made. The MRP method applied for finance leases is the Annuity method,
whereby the annual MRP charge is equivalent to the reduction in the outstanding liability on the
lease reported on the Balance Sheet, over the term of the lease.
All MRP amounts charged to revenue are recognised in the Movement in Reserves Statement
(MIRS), with a corresponding credit to the Capital Adjustment Account in the same statement.
AP18 NON-CURRENT (LONG TERM) ASSETS - INTANGIBLE ASSETS
Intangible assets are identifiable non-monetary assets without a physical substance. All expenditure
on the acquisition, creation or enhancement of intangible non-current assets is capitalised on an
accruals basis. The Council operates a de minimis limit of £10,000 below which items will be charged
to revenue rather than to capital on the grounds that it would not be material. The Council does not
currently hold any intangible non-current assets.
AP19 NON-CURRENT (LONG TERM) ASSETS - PROPERTY, PLANT AND EQUIPMENT
19.1 - Recognition
These are assets with a physical substance, that have a cost that can be reliably measured, and
are held for long term use beyond the end of the current accounting period. They must have a life of
more than one year, and it must be probable that some future economic benefit or service potential
associated with the asset will flow to the Council.
All expenditure on the acquisition, creation or enhancement of property, plant and equipment (PPE)
assets is capitalised on an accruals basis. The Council operates a de minimis limit of £10,000 below
which items will be charged to revenue rather than to capital.
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19.2 - Initial measurement
PPE assets are initially measured at cost and capitalised on an accruals basis. The measurement
of cost primarily comprises the purchase costs and all expenditure that is directly attributable to
bringing the asset to the location and condition necessary for its intended use.
19.3 - Subsequent measurement after initial recognition
Assets are valued on the basis recommended by CIPFA in the Code, and in accordance with the
Statement of Asset Valuation Principles and Guidance Notes, issued by the Royal Institution of
Chartered Surveyors (RICS).
Infrastructure assets are generally measured at historical cost, adjusted where applicable for
subsequent depreciation and impairment. Community assets can be measured at either depreciated
historical cost, or at valuation, and the Council has opted to measure at the former. All other classes
of asset are measured at fair value. Fair value is the amount for which an asset could be exchanged
between knowledgeable willing parties in an arm’s length transaction. The code interprets fair value
as “the amount that would be paid for the asset in its existing use.”
The requirement to value assets, other than Infrastructure and community assets, at fair value is
satisfied through the use of the following valuation methods:
•• Fair value, determined using the basis of existing use value for social housing (EUV-SH).
As part of this valuation method, a vacant possession factor is applied to the valuation of the
Council dwellings to represent their continued use as residential accommodation.
•• Fair value, determined as the amount that would be paid for the asset in its existing use (existing
use value - EUV)
•• Where there is no market-based evidence of fair value because of the specialist nature of an
asset, depreciated replacement cost (DRC) is used as an estimate of fair value.
•• Vehicles, plant and equipment assets which are either of a low value or have a short life are
included at depreciated historical cost, which is deemed to be a materially sufficient proxy for
depreciated replacement cost.
The valuation methods for PPE assets are summarised as follows:
Type of Asset
Valuation Method
•• Council dwellings
••
••
••
••

Existing use value - social housing
Existing use value
Other land & buildings
Existing use value
Depreciated replacement cost
Infrastructure assets
Depreciated historical cost
Community assets
Depreciated historical cost
Vehicles, plant and equipment Depreciated historical cost

Estimated Useful
Life in Years
35 to 60 years
15 to 60 years
25 to 60 years
60 years
Up to 10 years

Council dwellings and other land and buildings both have two types of valuation used, depending on
the nature and usage of the individual assets within those two categories.
19.4 - Revaluations
Classes of assets held at fair value are carried at re-valued amounts. The re-valued amount is the
asset’s fair value at its most recent date of valuation, less any subsequent accumulated depreciation
and accumulated impairment. When assets are re-valued the accumulated depreciation and
impairment at the date of valuation is eliminated against the gross carrying amount of the asset, and
the net amount is restated to the new re-valued amount of the asset.
Revaluations of assets are carried out by a qualified valuer as follows:
•• Council dwellings and garages are re-valued annually on a beacon basis; and
•• All other classes of assets required to be re-valued are re-valued as part of a rolling five-year
programme. Therefore around 20% of the total assets, by number, are re-valued each year.
Council houses are re-valued using the Guidance on Stock Valuation for Resource Accounting
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issued by the Department for Communities and Local Government (CLG). The guidance allows
qualified valuers the ability to vary the rate at which the discount for vacant possession adjustment is
made. The valuer has adopted the discount rate applying to the South East region as it was deemed
that the property market in Castle Point corresponded and conformed with the property market in
Kent and the South East region rather than the more rural aspect of the Eastern region.
As stated above, the approach to Council dwelling and garages works on a beacon basis. Under this
methodology the dwellings are placed into like groups by property type, and also separately between
Canvey Island and the mainland, so for example mainland one bed flats, Canvey three bed houses,
and so on. A sample property, the “beacon”, is selected which is deemed to be representative of all
properties in each group. The valuation of this beacon property is used as the base valuation from
which the valuations of the other dwellings in each group are derived.
Material changes to asset valuations are adjusted in the accounts in the year that they occur.
Revaluation gains, which are increases in value, are generally credited to the Revaluation Reserve.
This is an unusable reserve used to record unrealised gains from changes in value of assets.
Revaluation losses, which are decreases in value, are also generally charged to the Revaluation
Reserve, provided previous valuation gains are available for the relevant assets. The Revaluation
Reserve only contains gains recognised since 1 April 2007, the date that this reserve was formally
implemented. Gains arising before that date were consolidated into the Capital Adjustment Account.
Under certain circumstances gains and losses can also be credited or charged to the relevant service
line on the Comprehensive Income and Expenditure Statement.
19.5 - Impairments
Impairment arises when the carrying amount of an asset exceeds its recoverable amount:
•• The carrying amount is the amount at which the asset is recognised in the Council’s accounts,
i.e. it’s historical or re-valued amount, less any accumulated depreciation and accumulated
impairment loss.
•• The recoverable amount of an asset is the higher of its selling price (fair value less costs to sell)
and its value in use (the present value of the asset’s remaining service potential).
Examples of impairment include:
•• A significant decline in an asset’s carrying amount, more than would be expected as a result of
the passage of time or normal usage.
•• Obsolescence or physical damage to an asset.
Assets are reviewed annually at the end of the financial year by the Council’s qualified valuers, to
assess if there is any need for an impairment adjustment, or any reversal of a previous impairment
adjustment. If any indication exists that an asset is impaired then the asset’s carrying amount is
required to be reduced to the estimated recoverable amount, or increased if the previous impairment
has been reduced.
19.6 - Treatment of revaluations and impairments
The specific treatment of revaluation and impairment gains and losses is as follows:
19.6.1 - Revaluation gains
Revaluation gains are generally recognised in the Revaluation Reserve, and are also reported as part
of Other Comprehensive Income and Expenditure on the Comprehensive Income and Expenditure
Statement (CI&ES).
If, however, the gain is reversing a previous revaluation loss charged to the (Surplus) / Deficit on
the Provision of Services in the CI&ES, then the gain is credited back to the relevant line previously
charged under Net Cost of Services. The reversal shall not exceed the carrying amount of the
asset that would have been determined (net of depreciation) had no prior revaluation decrease been
recognised for the asset.
Page 39

Statement of Accounts 2012/13

NOTES TO THE CORE FINANCIAL STATEMENTS:
Summary of Significant Accounting Policies
Any excess gain above this amount is recognised in the Revaluation Reserve. Any gains credited to
the (Surplus) / Deficit on the Provision of Services are transferred to the Capital Adjustment Account,
through the Movement in Reserves Statement (MIRS).
19.6.2 - Revaluation losses
Revaluation losses are initially recognised against any credit balance held for the same asset in the
Revaluation Reserve, and are also reported as part of Other Comprehensive Income and Expenditure
on the Comprehensive Income and Expenditure Statement (CI&ES).
If no balance exists for the asset in the Revaluation Reserve, or the loss exceeds the balance held,
then the additional amount is charged to the relevant service line under Net Cost of Services as part
of the (Surplus) / Deficit on the Provision of Services in the CI&ES. Any such losses charged to the
(Surplus) / Deficit on the Provision of Services are appropriated to the Capital Adjustment Account,
through the Movement in Reserves Statement (MIRS).
19.6.3 - Impairment reversals
Any impairment loss previously recognised in the (Surplus) / Deficit on the Provision of Services in
the CI&ES is only reversed when there has been a change in the estimates used to determine the
asset’s recoverable amount since the last impairment loss was recognised. Generally this occurs
when the example circumstances noted in section 19.5 above are mirrored.
The reversal shall not exceed the carrying amount of the asset that would have been determined
(net of depreciation) had no prior revaluation decrease been recognised for the asset. Excess gains
above this amount are treated as a revaluation gain and recognised in the Revaluation Reserve. Any
gains credited to the (Surplus) / Deficit on the Provision of Services are transferred to the Capital
Adjustment Account, through the Movement in Reserves Statement (MIRS)
19.6.4 - Impairment losses
Impairment losses are initially recognised against any credit balance held for the same asset in the
Revaluation Reserve, and are also reported as part of Other Comprehensive Income and Expenditure
on the Comprehensive Income and Expenditure Statement (CI&ES).
If no balance exists for the asset in the Revaluation Reserve, or the loss exceeds the balance held,
then the additional amount is charged to the relevant service line under Net Cost of Services as part
of the (Surplus) / Deficit on the Provision of Services in the CI&ES.
Any losses charged to the (Surplus) / Deficit on the Provision of Services are appropriated to the
Capital Adjustment Account, through the Movement in Reserves Statement (MIRS).
19.7 - Disposals
When an asset is derecognised on disposal, any gain or loss arising on the disposal is reported as
part of Other Operating Expenditure under the (Surplus) / Deficit on the Provision of Services on the
Comprehensive Income and Expenditure Statement (CI&ES).
The gain or loss is calculated as the difference between the net disposal proceeds (proceeds of
the sale less costs to sell), which are credited to Other Operating Income and Expenditure, and the
carrying amount of the asset. The carrying value of the asset on the Balance Sheet is also written
off to Other Operating Income and Expenditure as part of the gain or loss on disposal.
The gain or loss on disposals is not a proper charge to the General Fund and / or Housing Revenue
Account. As such, the gain or loss recognised under the (Surplus) / Deficit on the Provision of
Services is appropriated to the Capital Adjustment Account, through the Movement in Reserves
Statement (MIRS), with the exception of capital receipts less than £10,000 and associated disposal
costs which are treated as revenue transactions within the CI&ES.
Any residual revaluation gains in the Revaluation Reserve are transferred from the Revaluation
Reserve to the Capital Adjustment Account, again through the MIRS, and the net disposal proceeds
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are credited to the Capital Receipts Reserve.
19.8 - Capital Receipts
The proceeds from sales where Housing tenants have exercised the right to purchase their dwellings
under the Right to Buy (RTB) scheme, as well as from other asset disposals, are known as capital
receipts. Receipts in excess of £10,000 are categorised as capital receipts. Receipts of £10,000 or
less are deemed to be de minimis and accounted for as revenue receipts within the Comprehensive
Income and Expenditure Statement (CI&ES).
Legislation prescribes the portions of some housing property and land capital receipts which must
be paid to Central Government. For land this is 50% of relevant receipts. For RTB disposals of
houses the following two deductions are made:
•• An amount deemed to be the excess of debt supportable by the property sold above the assumed
level of debt within the housing self-financing settlement, based on a Central Government
calculation. This amount is available to use for future HRA capital expenditure or HRA debt
repayment.
•• An administration allowance of £1,300 per RTB sale which is treated as HRA revenue income.
The remaining balance after these deductions is then split as follows:
•• Central Government receives 70.6% of the receipt, capped at £106,074 for 2012/13
•• The Council receives 29.4% of the receipt, capped at £44,228 for 2012/13. This amount is
available to contribute to any new capital expenditure incurred by the Council.
Where receipts are below the stated amounts they are shared based on the above percentages.
Finally, any residual receipt above these levels is held by the Council for a period of 3 years from the
end of the quarter it was received in, and can only be used for the replacement of council properties.
If after this time any amount remains unspent it is required to be repaid, with interest, to Central
Government.
The capital receipts retained by the Council after any deductions are required to be credited to the
Capital Receipts Reserve on an accruals basis. They are then immediately available to finance new
capital expenditure, subject to the above conditions for usage of housing receipts. Receipts are
appropriated to this reserve through the Movement in Reserves Statement (MIRS). The amounts
payable to Central Government are charged to Other Operating Expenditure on the CI&ES, and then
reversed through the MIRS to avoid any effect on Council Tax or Housing Rents.
The Council has in the past 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 delivering affordable housing or regeneration projects.
Some statutorily defined capital receipts do not arise from the disposal of a non-current asset and
represent income under the general provisions of the code (e.g. the repayment of a grant awarded
by the Council to enhance a non-current asset by the recipient). The income received is credited to
the Comprehensive Income and Expenditure Statement (CI&ES). A transfer to the Capital Receipts
Reserve through the Movement in Reserves Statement (MIRS) reverses out the income so that
there is no impact on the level of Council Tax or Housing Rents.
19.9 - Depreciation
Depreciation is the process by which the consumption of the economic benefits or service potential
inherent in an item of property, plant and equipment is recognised in the cost of services. This is
done by assessing the amounts that will be consumed over the life that the asset is expected to be
of use to the Council, and allocating those amounts over that useful life.
In effect depreciation measures the extent to which the Council’s resources have been used up
during a financial year by the use of property, plant and equipment in the provision of services.
Depreciation is required to be provided for on all assets classified as Property, Plant and Equipment,
with the exception of freehold land, which is deemed to have an unlimited useful life.
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All operational buildings, vehicles, plant and equipment, and other relevant non-land assets are
depreciated on a straight-line basis over the period of their useful life. The useful life is the period
over which an asset is expected to be available for use by the Council. Straight line depreciation
means that an equal amount is charged in each financial year over the life of an asset.
Depreciation is charged to the relevant service lines reported under Net Cost of Services on the
Comprehensive Income and Expenditure Statement (CI&ES), including where applicable Corporate
and Democratic Core (CDC) and Non-Distributed Costs (NDC). However, depreciation is not a proper
charge to the General Fund and/or Housing Revenue Account. As such the depreciation charges
are appropriated to the Capital Adjustment Account, through the Movement in Reserves Statement
(MIRS). Additional adjustments through the Major Repairs Reserve are also made in connection to
depreciation on Housing Revenue Account assets.
Revaluation gains are also depreciated, with an amount equal to the difference between current
value depreciation charged on assets and the depreciation that would have been chargeable based
on their historical cost being transferred each year from the Revaluation Reserve to the Capital
Adjustment Account. This transfer is reported through the Movement in Reserves Statement (MIRS)
19.10 - Componentisation
Any part of an item of property, plant and equipment with a cost that is significant in relation to the
total cost of the asset is required to be depreciated separately over its useful life. This is achieved by
separately accounting for any significant components of an asset that have different useful lives. All
assets are already split out between the land and buildings elements, and componentisation relates
to the building element only, and also other non-land assets.
Componentisation is applied on material asset acquisitions, enhancements and revaluations.
The Council has set a de minimis level for componentisation, as follows:
•• Componentisation will be applied for any revaluations and enhancements on the Council’s three
most significant Plant Property and Equipment assets: Benfleet Council Offices, Runnymede
Pool, and Waterside Farm Sports Centre.
•• On revaluation of other assets, componentisation will be applied where:
oo The component represents 20% or more of the whole asset (excluding land);
oo The component life is different to the core structure of the asset by 5 years or more; and
oo The resulting change in annual depreciation arising from the above two criteria for the
individual asset in question will exceed £5,000.
oo Any asset with components below these threshold levels will not be accounted for separately
for componentisation purposes, on grounds of materiality.
•• For other significant acquisition or enhancement expenditure, componentisation will be reviewed
on a case-by-case basis with the Council’s qualified valuers, when such expenditure is incurred.
•• Vehicles, plant and equipment which generally have useful lives of around 7 years or less, and
other assets of a short life will not be componentised.
•• For Council dwellings in the Housing Revenue Account it was deemed in discussion with the
Council’s qualified valuers that a level of 20% would be a suitable component materiality threshold.
There were no components above that threshold, therefore componentisation was not applied to
those assets. An adjustment is made to de-recognise replaced components as part of the annual
major replacement programmes - see policy note 19.11 below.
19.11 - Enhancement and de-recognition
As well as on disposal, the Council is also required to derecognise an asset or asset component where
no future economic benefit is expected from the use of that asset or asset component. As a result,
when an asset component is replaced or restored, the carrying value of that element is derecognised,
and the carrying value of the new component is recognised in its place. The derecognition of the
previous element is required regardless of whether that component was accounted for separately for
depreciation purposes or not - see section 19.10 above.
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Where the carrying value of the replaced component is not known, the cost of the new component is
used as an indication of the cost of the replaced component, adjusted for depreciation and impairment
where applicable. Some replaced components also have an inflation adjustment applied to reduce
them back to the estimated value at the point the original cost was incurred. The carrying value of
the derecognised component is then charged as part of the (Gain) / loss on disposal / derecognition
of non-current (long term) assets entry reported under Other Operating Income and Expenditure.
Enhancement derecognition and component derecognition are not proper charges to the General
Fund and Housing Revenue Account for the purposes of setting Council Tax and Housing Rents.
As such the charges are appropriated to the Capital Adjustment Account, through the Movement
in Reserves Statement (MIRS). Any residual revaluation gains in the Revaluation Reserve relating
to the component are transferred from the Revaluation Reserve to the Capital Adjustment Account,
again through the MIRS.
AP20 NON-CURRENT (LONG TERM) ASSETS - INVESTMENT PROPERTIES
Investment Properties are those properties held solely to earn rental income or for capital appreciation,
or both. They are accounted for in accordance with the relevant sections of policy 19, including the
requirement for componentisation where material, with the following exceptions:
•• Investment properties are all valued by the Council’s qualified valuers on 1 April annually;
•• Investment properties are valued at Fair Value: Market Value, which is the amount that would be
paid for the asset in its highest and best use;
•• All revaluation and impairment gains and losses on Investment properties (i.e. changes in fair
value) are charged directly to Financing and Investment Income and Expenditure under the
(Surplus) / Deficit on the Provision of Services on the Comprehensive Income and Expenditure
Statement (CI&ES), not to or from the Revaluation Reserve. They are then appropriated to the
Capital Adjustment Account, through the Movement in Reserves Statement (MIRS);
•• However if an asset is transferred to Investment Properties from Property, Plant and Equipment
assets, the asset is re-valued to fair value at the point of transfer, and any revaluation gain or
loss is recognised in the Revaluation Reserve (for the reversal of any former losses, this is
first applied against any loss previously charged to the relevant service line under Net Cost of
Services in the CI&ES for that asset, and then subsequently to the Revaluation Reserve). Any
such balance is held on the Revaluation Reserve until such time as the asset is derecognised;
•• Gains and losses on the disposal of Investment Properties are also charged to Financing and
Investment Income and Expenditure under the (Surplus) / Deficit on the Provision of Services on
the CI&ES, and are subsequently appropriated to the Capital Adjustment Account, through the
MIRS;
•• Investment properties are not depreciated; and
•• Expenditure incurred and rental income received on investment properties are both recognised
under Financing and Investment Income and Expenditure on the CI&ES. The expenditure relates
to those properties where the Council is responsible for structural or other repairs as part of the
relevant rental agreements
If earning rentals on a property is an outcome of a regeneration policy then that property is accounted
for in property, plant and equipment, and not as an investment property.
AP21 NON-CURRENT (LONG TERM) ASSETS - HERITAGE ASSETS
Heritage Assets are those assets, either tangible or intangible in nature, which have historical,
artistic, scientific, technological, geophysical or environmental qualities, are held and maintained
principally for their contribution to knowledge and culture. They are also intended to be preserved
in trust for future generation due to their cultural environmental or historical associations. They are
accounted for in accordance with FRS30, Heritage Assets, and are disclosed separately on the face
of the Balance Sheet. The Council has the following Heritage Assets:
21.1 - Dutch Cottage
The Dutch cottage on Canvey Island is one of only two such surviving buildings on the Island dating
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back to the 17th Century, the other being in private ownership. It has been owned by the Council
since the 1950s, and following restoration works is now run by the Benfleet and District Historical
Society on the Council‘s behalf. Further information can be found on the Council website, at the
following link: http://www.castlepoint.gov.uk/main.cfm?menuID=11424
The building and land is measured and depreciated in accordance with the accounting policies for
other land and buildings, as disclosed in policy 19. It is included as part of the 5 year revaluation
programme carried out by the Council’s external valuers in order to ensure the carrying value is
reviewed with sufficient regularity. This valuation was most recently carried out as at 1 April 2011.
21.2 - Civic Regalia
Civic Regalia primarily represents those items of office that reflect the Council’s status as a borough,
such as chains, badges and robes. Further information can be found on the Council website, at the
following link: http://www.castlepoint.gov.uk/main.cfm?menuID=11591
These items are recognised at their value for insurance purposes. Insurance valuations are updated
on an annual basis. As the carrying amount from the insurance valuation is equivalent to their
recoverable amount they are not depreciated.
21.3 - Memorials, statues, and other miscellaneous heritage assets
This includes various war memorials found around the borough, as well as other memorials, statues,
and other similar items, primarily as follows:
•• 5 War Memorials at various sites around the borough: 1 in Hadleigh, 2 on Canvey Island, 2 in
Benfleet;
•• Sir Bernard Braine Memorial Clock in Hadleigh;
•• “Bumble Bee” sculpture on Canvey Island.
These items are also accounted for using annual insurance valuations.
21.4 - Other Heritage Assets not recognised
The Council holds other assets which are not recognised on the Balance Sheet as either cost or
valuation information is not available, or the assets are considered immaterial in value. These include:
•• Historic mortuary, scientific and other equipment dating back to circa early 20th century;
•• World War II plaques and other miscellaneous plaques;
•• World War II pill box and underground stores;
•• Various ledgers, books, maps and paintings.
21.5 - Revaluations and impairments
As well as the revaluation basis described above the Council will also recognise impairments of
Heritage Assets when applicable, for example if physical deterioration or breakages occur. The
accounting entries for revaluations and impairments of Heritage Assets are equivalent to those
described in policy 19 for Property, Plant and Equipment.
AP22 NON-CURRENT (LONG TERM) ASSETS - ASSETS HELD FOR SALE
A non-current asset is classified as an Asset Held for Sale if its carrying amount will be recovered
principally through a sale transaction rather than through continued use. In order for this to occur the
following criteria must be met:
•• The asset must be available for sale in its present condition, subject to terms that are usual and
customary for sales of such assets;
•• The sale must be highly probable, the appropriate level of management must be committed to
a plan to sell the asset, and an active programme to locate a buyer and complete the plan have
been initiated;
•• The asset must be actively marketed for sale at a price that is reasonable in relation to its current
fair value; and
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•• The sale must be expected to complete within one year of the date of classification, and action
required to complete the plan should indicate that it is unlikely that significant changes to the plan
will be made, or that the plan will be withdrawn.
When these criteria are met the following accounting adjustments are required.
•• The asset is reclassified under Assets Held for Sale, and reported as part of current assets on
the Balance Sheet;
•• The asset is remeasured at the lower of it’s carrying value and fair value less costs to sell, both at
the point of reclassification, and also at the end of the accounting period if not yet sold. Changes
in value (i.e. revaluation and impairment gains and losses) are accounted for in accordance with
policy notes 19.5 and 19.6, except for any revaluation and impairment losses on or following
reclassification, which are charged direct to Surplus or Deficit on Provision of Services, even
when a balance exists on the Revaluation Reserve;
•• From the point of reclassification the asset is no longer depreciated; and
•• On disposal the asset is derecognised, in accordance with policy note 19.7.
Should the asset no longer meet the criteria for classification as Assets Held for Sale, the asset is
transferred back to the relevant non-current asset category, and re-valued at the lower of:
•• Its carrying amount before classification as Asset Held for Sale, adjusted where appropriate for
depreciation and revaluations; and
•• Its recoverable amount at the point of decision not to sell (as defined in policy note 19.5)
In those circumstances where the asset meets the criteria as an Asset Held for Sale, but the sale
is expected to occur beyond one year the costs to sell used for the asset valuation are measured at
their present value. The asset will continue to be classified as an Asset Held for Sale, but reported
on the Balance Sheet under Non-Current Assets rather than Current Assets.
AP23 PRIOR PERIOD ERRORS AND ADJUSTMENTS
Prior period errors are omissions from, and misstatements in, the Council’s financial statements,
relating to one or more prior periods, arising from a failure to use, or incorrect use of, information
that:
•• Was available when the statements for the affected periods were authorised for issue; and
•• Could reasonably have been expected to have been obtained and taken into consideration when
preparing those statements.
Where material (i.e. where they could, individually or collectively, influence the decisions and
assessments made by users of the financial statements) the Council is required to correct prior
period errors retrospectively in the next set of financial statements authorised for issue after the
discovery of the error. This requires:
•• Restating the comparative amounts for the prior period/periods in which the error occurred; or
•• If the error occurred before the earliest prior period presented in the next set of financial
statements, restating the affected opening balances for the earliest prior period affected.
If it is impractical to determine the period specific effects for one or more affected periods the
Council is required instead to restate the affected opening balances for the earliest period for which
restatement is practical.
The Council is also required to disclose:
•• The nature of the error;
•• The relevant amounts corrected in each financial statement line for each prior period affected,
where practical; and
•• The amount of the correction at the beginning of the earliest prior period affected.
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AP24 PROVISION FOR BAD AND DOUBTFUL DEBTS
Allowances have been made in the accounts for potential bad and doubtful debts where there is
a likelihood arising based on past events and experience that cash received will be lower that the
carrying amount for receivables. Known uncollectable debts have been written off. Allowances
are typically estimated on a percentage basis, with the older the outstanding debt the higher the
percentage of the debt that is provided for. All allowances are reviewed and recalculated at the
end of the accounting period. Allowances are generally included within short term debtors on the
Balance Sheet.
AP25 PROVISIONS AND CONTINGENCIES
25.1 - Provisions
A provision is a liability of uncertain timing or amount. These are made when an event has taken
place that gives the Council an obligation that would probably require settlement to be made by
transfer of economic benefits, but where the timing of that transfer is uncertain.
A provision is required to be recognised when:
•• The Council has a present obligation (legal or constructive) as a result of a past event;
•• It is probable that an outflow of resources (economic benefits) will be required to settle the
obligation; and
•• A reliable estimate can be made of the amount of the obligation.
If these conditions are not met then a provision is not recognised.
Provisions are charged to the appropriate service revenue account under (Surplus) / Deficit on the
Provision of Services on the Comprehensive Income and Expenditure Statement (CI&ES) in the
year that the Council becomes aware of the obligation, based on the best estimate of the likely
settlement. When provisions are settled, they are charged to the provision set up in the Balance
Sheet, which are reported under either Current Liabilities or Non-current liabilities, as appropriate.
Estimated settlements are reviewed at the end of each financial year, and increased or decreased
through the relevant service revenue account.
Current provisions are reported as part of Note 25 to the Financial Statements, on pages 97 to 98.
25.2 - Contingencies
There are two types of contingencies required to be disclosed, as described below. Neither type is
recognised in the Balance Sheet; instead they are disclosed in a note to the financial statements.
Current items under these categories are reported as part of Note 25 to the Financial Statements,
on pages 97 to 98.
25.2.1 - Contingent Assets
A contingent asset is a possible asset arising from past events, but which will only be confirmed by
the occurrence or non-occurrence of one or more uncertain future events which are not wholly within
the control of the Council.
25.2.2 - Contingent Liabilities
A contingent liability is either:
•• A possible obligation that arises from past events, but whose existence will be confirmed only by
the occurrence of one or more uncertain future events, not wholly within the Council’s control; or
•• A present obligation that arises from past events but which is not recognised because either:
oo It is not probable that a transfer of economic benefits will occur; or
oo The amount of the obligation cannot be measured with sufficient reliability.
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AP26 RESERVES
Powers are given under the Local Government and Housing Act 1989 for local authorities to keep
reserves for certain purposes.
The Council’s earmarked reserves are shown separately under Usable Reserves on the Balance
Sheet and reviewed annually to ensure adequacy. Reserves are created by appropriating amounts out
of the General Fund or Housing Revenue Account balance in the Movement in Reserves Statement
(MIRS). When expenditure to be financed from a reserve is incurred, it is charged to the appropriate
service revenue account in that year and is included in Net Cost of Services in the Comprehensive
Income and Expenditure Statement (CI&ES). The amount in the reserve is then appropriated back
to the General Fund or Housing Revenue Account through the MIRS so that there is no net charge
against Council Tax or Dwelling Rents for the expenditure.
Certain reserves are kept to manage the accounting process for tangible non-current assets,
retirement benefits and employee benefits. These Unusable Reserves do not represent usable
resources for the Council. These reserves are explained under the relevant policies.
An analysis of Usable and Unusable reserves is reported in Notes 1 and 2 to the Financial Statements,
on pages 48 to 56.
AP27 REVENUE EXPENDITURE FUNDED FROM CAPITAL UNDER STATUTE (REFCUS)
Revenue Expenditure Funded from Capital under Statute (REFCUS) is expenditure that is allowed
by legislation to be classified as capital for funding purposes, even when it does not result in the
creation of Non-current (long term) assets carried on the Balance Sheet. The purpose of this is to
enable the expenditure to be funded from capital resources rather than charged to the General Fund
or Housing Revenue Account and impact on Council Tax or Housing Rents.
Generally REFCUS expenditure relates to expenditure incurred on properties not owned by the
Council. Examples include renovation, home repair assistance, disabled facilities grants and warm
front grants awarded to improve or convert private sector dwellings. Any such expenditure, along
with any associated grants, is charged to the relevant service revenue account under Net Cost
of Service in the Comprehensive Income and Expenditure Statement (CI&ES) in the year. Any
statutory provision that allows capital resources to meet the expenditure is met by debiting the
Capital Adjustment Account through the Movement in Reserves Statement so that, as stated above,
there is no impact on the level of Council Tax or Housing Rents.
Please also refer to policy note 14.6 regarding grants funding REFCUS, on page 35.
AP28 VALUE ADDED TAX (VAT)
VAT is an indirect tax levied on most business transactions, and on many goods and services. There
are two elements to VAT:
•• Input tax: tax paid by the Council on purchases it makes; and
•• Output tax: tax received by the Council on sales it makes.
VAT must be passed onto HM Revenue and Customs (HMRC), when output tax exceeds input tax,
or reclaimed from HMRC when input tax exceeds output tax. The net amount of VAT owed to /
(from) HMRC is included in the Balance Sheet in either short term debtors or short term creditors,
as appropriate.
Input and output VAT amounts are not included in the Comprehensive Income and Expenditure
Statement, whether of a capital or revenue nature, unless they are irrecoverable, and the cost must
be borne by the Council. In these circumstances the VAT cost is added to the cost of the relevant
revenue or capital expenditure. The only other exception to non-inclusion of VAT is the reimbursement
of VAT detailed in note 3 to the Core Financial Statements, Exceptional items, on page 57.
Page 47

Statement of Accounts 2012/13

NOTES TO THE CORE FINANCIAL STATEMENTS:
Notes relating to the Movement in Reserves Statement
1

RECONCILIATION OF AMOUNTS INCLUDED IN “ADJUSTMENTS BETWEEN
ACCOUNTING BASIS AND FUNDING BASIS UNDER REGULATIONS
This reconciliation provides a breakdown of the amounts included for each reserve in the “Adjustments
between Accounting Basis and Funding Basis under regulations” line on the Movement in Reserves
Statement. The reconciliation also includes other adjusting transfers between these reserves, as they
appear in the same line on the Movement in Reserves Statement. Further supporting information is
also included in note 2.
1.1 - Adjustments for 2012/13

Reversal of items debited or credited to the CI&ES
Adjustments for depreciation, revaluation and impairment of non-current (long term) assets
Additional transfers between the HRA and the Major Repairs Reserve
Adjustment for recognised capital grants and contributions (applied and unapplied)
Adjustment for Revenue Expenditure Funded from Capital Under Statute
Capital receipts arising other than from the disposal of a non current asset
Adjustment for disposal/derecognition of non-current assets & Investment Properties
Adjustment for changes in the fair value of Investment Properties
Reversal of net charges included in the CI&ES for post-employment benefits in accordance
with IAS 19
Amount by which Council Tax income included in the CI&ES is different from the amount taken
to the General Fund in accordance with regulations
Adjustment for Short Term Accumulating Compensated Absences
Inclusion of items not debited or credited to the CI&ES
Provisions for the repayment of debt and finance lease liabilities
Revenue contribution to finance capital expenditure
Transfer from Capital Receipts Reserve for the Housing Capital Receipts Pool
Employer's contributions payable to the Pension Fund
Other Adjustments which do not directly affect the General Fund or HRA
Transfer from the Major Repairs Reserve to finance capital expenditure
Transfer from Usable Capital Receipts to finance capital expenditure
Transfer from Capital Grants Unapplied to finance capital expenditure
Transfer from Deferred Capital Receipts Reserve upon receipt of cash
Revaluation Reserve adjustment for the difference between fair value depreciation and historical
cost depreciation
Revaluation Reserve adjustment for write out of accumulated gains on disposal and
derecognition of non-current assets
Total Adjustments
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Housing
Revenue
Account

Capital
Receipts
Reserve

Major Repairs
Reserve

Capital Grants
Unapplied

Pensions
Reserve

Revaluation
Reserve

Capital
Adjustment
Account

Deferred
Capital
Receipts

Other
Adjustment
Accounts

Unusable Reserves

General Fund
(GF) Balance

Usable Reserves

£000s

£000s

£000s

£000s

£000s

£000s

£000s

£000s

£000s

£000s

(1,000)

(115)
190

(1,110)
(190)

2,225

357
(395)
(1,852)
13
(2,327)

(357)
395
(503)

(600)

2,955
(13)

(55)

2,382

(37)
28

418
2,112
(113)
1,868

37
(4)

(24)

(418)
(2,112)
113
103

(1,971)

1,012

(1,012)
(830)
(34)

830
34
(6)

(928)

(384)

337

6

(288)

34
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411

168

(168)

295

(295)

463

336

6

13
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1.2 - Adjustments for 2011/12

Reversal of items debited or credited to the CI&ES
Adjustments for depreciation, revaluation and impairment of non-current (long term) assets
Additional transfers between the HRA and the Major Repairs Reserve
Adjustment for recognised capital grants and contributions (applied and unapplied)
Adjustment for Revenue Expenditure Funded from Capital Under Statute
Capital receipts arising other than from the disposal of a non current asset
Adjustment for HRA reform settlement payment to Secretary of State
Adjustment for disposal/derecognition of non-current assets & Investment Properties
Adjustment for changes in the fair value of Investment Properties
Reversal of net charges included in the CI&ES for post-employment benefits in accordance
with IAS 19
Amount by which Council Tax income included in the CI&ES is different from the amount taken
to the General Fund in accordance with regulations
Adjustment for Short Term Accumulating Compensated Absences
Inclusion of items not debited or credited to the CI&ES
Provisions for the repayment of debt and finance lease liabilities
Revenue contribution to finance capital expenditure
Transfer from Capital Receipts Reserve for the Housing Capital Receipts Pool
Employer's contributions payable to the Pension Fund
Other Adjustments which do not directly affect the General Fund or HRA
Transfer from the Major Repairs Reserve to finance capital expenditure
Transfer from Usable Capital Receipts to finance capital expenditure
Transfer from Capital Grants Unapplied to finance capital expenditure
Transfer from Deferred Capital Receipts Reserve upon receipt of cash
Revaluation Reserve adjustment for the difference between fair value depreciation and
historical cost depreciation
Total Adjustments
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1,039
(621)
13
(24)
(107)
(1,752)

£000s

(1,143)
(14)

Other
Adjustment
Accounts

£000s

Deferred
Capital
Receipts

1,182
14

£000s

Capital
Adjustment
Account

(2,084)

£000s

Revaluation
Reserve

£000s

Pensions
Reserve

£000s

Capital Grants
Unapplied

£000s

Major Repairs
Reserve

Capital
Receipts
Reserve

Unusable Reserves

Housing
Revenue
Account

General Fund
(GF) Balance

Usable Reserves

£000s

£000s

£000s

2,045
(26)

(1,013)
621

(13)
(36,451)
(991)

36,451
1,028
107

(13)

(50)

1,802

(72)

72

(39)

39

392
54
(9)
1,767

(392)
(54)
9
110

(1,877)

1,021

(1,021)
(174)
(4)

174
4
152
(1,443)

(36,186)

157

(136)

(22)
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(75)

152

(152)
37,442

0

111
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2

ANALYSIS OF THE MOVEMENT IN RESERVES STATEMENT
The following notes provide further information on the individual Usable and Unusable revenue and
capital reserves reported in the Movement in Reserves Statement, and analysed in note 1.
2.1 - Usable Revenue Reserve: Earmarked Reserves
The Council maintains several earmarked reserves, set aside from the General Fund and HRA
balances to fund specific future expenditure plans, as detailed below:
Earmarked Reserve
Leisure Services provision
Improvement fund
Revenue grants unspent
Leader’s priority fund
Asset maintenance & backlog works fund
Regeneration initiatives fund
New Homes Bonus grant
Climate change initiatives fund
Priority initiatives fund
Local Development Framework / Strategy
VAT reserve
Insurance repayments reserve
Commitments from previous year
HRA - loan repayments reserve

Balance
Deductions
01/04/12
in 2012/13
£000s
£000s
1,185
(801)
250
(250)
52
0
22
(7)
825
(641)
108
(59)
287
0
38
0
1,444
(1,098)
250
(113)
189
0
0
0
602
(602)
0
0

Additions
in 2012/13
£000s
0
0
39
0
289
0
365
0
0
0
82
342
1,448
778

Balance
31/03/13
£000s
384
0
91
15
473
49
652
38
346
137
271
342
1,448
778

(3,571)

3,343

5,024

Balance
Deductions
01/04/11
in 2011/12
£000s
£000s
680
0
0
0
261
(209)
58
(36)
975
(172)
183
(75)
0
0
38
0
790
0
0
0
136
0
718
(718)

Additions
in 2011/12
£000s
505
250
0
0
22
0
287
0
654
250
53
602

Balance
31/03/12
£000s
1,185
250
52
22
825
108
287
38
1,444
250
189
602

2,623

5,252

Total Earmarked Reserves
Earmarked Reserve
Leisure Services provision
Improvement fund
Revenue grants unspent
Leader’s priority fund
Asset maintenance & backlog works fund
Regeneration initiatives fund
New Homes Bonus grant
Climate change initiatives fund
Priority initiatives fund
Local Development Framework / Strategy
VAT reserve
Commitments from previous year

5,252

Total Earmarked Reserves

3,839

(1,210)

The net movement to or from the total earmarked reserves is reported in the “Transfers to / (from)
Earmarked Reserves” line on the MIRS.
Deductions from reserves include both the application of earmarked reserves to cover relevant
expenditure as it occurs, and also amounts restored from earmarked reserves back to the main
General Fund reserve, in instances where the earmarked reserve was no longer required.
Additions to reserves includes external income such as grants, and also transfers from the main
General Fund reserve to create new earmarked reserves or add to existing ones.
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2.2 - Usable Capital Reserve: Major Repairs Reserve
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 depreciation for the year, and items chargeable to the reserve
include capital expenditure for HRA purposes. Certain additional transfers are allowed between the
reserve and the HRA, some of which are allowed under transitional arrangements until 2016/17 only,
as part of the HRA self-financing reform.
There were no movements in the reserve other than those analysed in note 1.
2.3 - Usable Capital Reserve: Capital Receipts Reserve
This reserve contains proceeds from the sale of non-current (long term) assets, which are available
to meet future capital investment, or finance past capital expenditure. Further analysis of the
movements during the year shown in Note 1 is as follows:
2011/12
£000s
Balance as at 1 April

925

2012/13
£000s
768

Capital Receipts:
Capital receipts from the disposal of assets
Capital receipts arising other than from the disposal of assets
Less Council House sales allowable deduction for transaction costs
Transfer from Deferred Capital Receipts
Less other costs of disposal incurred

13
13
0
0
0

612
0
(12)
6
0

Net capital receipts included in the MIRS, as shown in Note 1

26

606

Other adjustments included in the MIRS, as shown in Note 1

(183)

(943)

Total adjustments included in the MIRS, as shown in Note 1

(157)

(337)

Balance as at 31 March

768

431

Of the closing balance of £431k, £204k must be used for replacement housing purposes. Any of this
amount not used within three years of the quarter end from the date of original receipt is repayable
to Central Government.
2.4 - Usable Capital Reserve: Capital Grants Unapplied Account
This statutory reserve is for capital grants which have been received and have no conditions
outstanding, but for which expenditure has not yet taken place. When expenditure subsequently
occurs the relevant amount is transferred to the Capital Adjustment Account.
There were no movements in the reserve other than those analysed in note 1. The balance at 31
March each year is made up of the following grants:
Grant name

31/03/12
£000s

31/03/13
£000s

Capital element of Housing and Planning Delivery Grant
Regional Housing Grant
Disabled Facilities Grant
Other miscellaneous grants

83
136
26
1

76
136
0
0

Balance as at 31 March

246

212
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2.5 - Unusable Revenue Reserve: Pensions Reserve
This is a statutory reserve to allow the inclusion of the pensions liability in the Balance Sheet. The
reserve absorbs the timing differences arising from the different arrangements for accounting for
post employment benefits and for funding those benefits in accordance with statutory provisions.
The Council accounts for post employment benefits in the Comprehensive Income and Expenditure
Statement (CI&ES) as the benefits are earned by employees accruing years of service, and also
updating the liabilities recognised to reflect inflation, changing assumptions and investment returns
on any resources set aside to meet the costs. However statutory arrangements require benefits
earned to be financed as the Council makes employer’s contributions to pension funds, or eventually
pays any pensions for which it is directly responsible.
The debit balance on the Pensions Reserve therefore shows a substantial shortfall in the benefits
earned by past and current employees and the resources the Council has set aside to meet them.
The statutory arrangements will ensure that funding will have been set aside by the time the benefits
come to be paid.
The table below shows the movements in the Pension Reserve each year. Further information on
pensions is reported in Note 19 to the Financial Statements, Post-employment benefits and net
pension liability, on pages 83 to 86.
2011/12
£000s

2012/13
£000s

Balance as at 1 April

(24,420)

(34,447)

Actuarial gains / (losses) on pension fund assets and liabilities,
reported in Other Comprehensive Income and Expenditure on the
CI&ES

(10,102)

(4,299)

Total adjustments included in the MIRS, as shown in Note 1
Balance as at 31 March

75
(34,447)

(411)
(39,157)

2.6 - Unusable Capital Reserve: Revaluation Reserve
This is a statutory reserve to record the accumulation of gains on the revaluation of Non-current
(long term) assets, excluding Investment Properties. The balance is reduced down when:
•• Assets with previously accumulated gains included in the reserve are revalued or impaired down;
•• Assets are disposed of, and the gains are realised; and
•• Assets are used in the provision of services, and the gains are consumed through depreciation.
The reserve only reports gains since the creation of the reserve on 1 April 2007. Earlier gains are
consolidated into the Capital Adjustment Account. Further information on the revaluation of Noncurrent assets is reported in Note 13 to the Financial Statements, on pages 71 to 80, and Note 5 to
the Housing Revenue Account, on page 104.
The movements during the year were as shown on the following page:
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2011/12
£000s

2012/13
£000s

Balance as at 1 April

7,142

Revaluations and impairments of assets, reported in Other
Comprehensive Income and Expenditure on the CI&ES:
Increases in asset values
Decreases in asset values

4,122
(146)

1,417
(130)

Total reported in Other Comprehensive Income and Expenditure

3,976

1,287

Total adjustments included in the MIRS, as shown in Note 1
Balance as at 31 March

(152)
10,966

10,966

(463)
11,790

2.7 - Unusable Capital Reserve: Capital Adjustment Account
This statutory account records the timing differences arising from the different arrangements for
accounting for the consumption of Non-current (long term) assets, and for financing the acquisition
and enhancement of those assets under statutory provisions.
The account is debited with the cost of acquisitions and enhancements as they are consumed
through depreciation, amortisation and impairments and charged to the CI&ES, with compensating
adjustments between fair value and historical cost through the Revaluation Reserve. The account is
credited with amounts set aside by the Council to finance acquisitions and enhancements.
The account contains accumulated gains and losses arising on the revaluation and impairment of
Investment Properties. The account also contains accumulated revaluation gains on other classes
of Non-current (long term) assets prior to 1 April 2007, the date that the Revaluation Reserve was
created to record subsequent gains and losses for those assets.
The movements during the year included in Note 1 can be analysed into the following broad
categories:
2011/12
£000s

2012/13
£000s

Balance as at 1 April

100,472

Total reversal of items relating to capital expenditure and
non-current (long term) assets debited or credited to the CI&ES
Total capital financing of non-current (long term) assets applied
in the year
Total adjusting amounts written out of the Revaluation Reserve

(39,859)

(5,144)

2,265

4,345

152

463

Total adjustments included in the MIRS, as shown in Note 1

(37,442)

Balance as at 31 March

63,030
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2.8 - Unusable Capital Reserve: Deferred Capital Receipts
This account contains the proceeds from the sale of assets which are received and recognised over
a period of time. These relate to mortgage loans made for sale of council houses, and transfers are
made into the Capital Receipts Reserve as payments are received, as shown in Note 1.
2.9 - Unusable Revenue Reserve: Other Statutory Adjustment Accounts
There are two other miscellaneous adjustment accounts the Council is required to maintain:
Collection Fund Adjustment Account: This account manages the differences arising from the
recognition of Council Tax income in the Comprehensive Income and Expenditure Statement (CI&ES)
as it falls due from Council Tax payers, compared with the statutory arrangements for paying across
amounts to the General Fund from the Collection Fund. Any balance on this reserve is held until it
is redistributed to the major precepting authorities when the following year’s Council Tax is set. The
transfer in each year represents the amount by which Council Tax income credited to the CI&ES is
different from Council Tax income calculated in accordance with statutory requirements.
Short Term Accumulating Compensated Absences Account: The Council is required to accrue
for “accumulating short term absences” due to employees, primarily outstanding holiday leave and flexi
leave owed to the employees. This requires the recognition of a creditor for the outstanding amounts
(i.e. the amount by which officer remuneration charged to the CI&ES is different from remuneration
chargeable in accordance with statutory requirements), and also a matching adjustment in Unusable
reserves, both shown on the Balance Sheet, as well as the corresponding charges to the relevant
service expenditure lines on the CI&ES. An adjustment is posted in the Movement in Reserves
Statement to prevent any impact on General Fund and Housing Revenue Account balances. The
amounts are reversed at the start of the following financial year.
The movements during the year for these two accounts were as follows:
Collection Fund
Adjustment Account
2011/12
£000s

2012/13
£000s

Short Term Accumulating
Compensated Absences
Account
2011/12
2012/13
£000s
£000s

Balance as at 1 April
Total adjustments included in the MIRS,
as shown in Note 1

193
(72)

121
(37)

(84)
(39)

(123)
24

Balance as at 31 March

121

84

(123)

(99)
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EXCEPTIONAL ITEMS
3.1 - Reimbursement of VAT
The Council received reimbursement of £769k in 2011/12 as a result of “Fleming claims” submitted to
HM Revenue and Customs (HMRC) to recover VAT and interest. They followed the House of Lords
judgements in January 2008 in the cases of Fleming and Conde Nast, which both concerned the
way that the three-year time limit on making claims had been introduced by HMRC. Consultants were
used to assist in the recovery of these sums at a cost of £115k, resulting in net income of £654k. A
minor additional sum was received in 2012/13, and the Council has further VAT claims outstanding,
however it is not currently expected that any additional amounts will be received.
3.2 - Insurance repayment
The Council made provision in 2012/13 for a potential repayment of insurance costs. Full information
on this item can be found in Note 25 to the Core Financial Statements, Provisions, contingent assets
and contingent liabilities, on pages 97 to 98.

4

AUDIT FEES
The Council incurred the following fees relating to external audit and inspection work carried out
by the Audit Commission and the appointed external auditor BDO LLP. PKF (UK) LLP merged with
BDO LLP on 28 March 2013 and the Audit Commission formally novated the PKF contract to BDO
LLP with effect from the same date. All fees prior to 28 March 2013 were paid to PKF (UK) LLP.
Other than the below amounts the Council received no additional chargeable services from the
auditor during either financial year.
Audit Fee category

2011/12
£000s

2012/13
£000s

Fees payable to BDO LLP for external audit services
Fees payable to BDO LLP for certification of grant claims and returns
Other fees payable to BDO LLP for miscellaneous work
Other external audit fees

124
40
0
1

74
40
2
1

Total Audit Fees

165

117

The fees payable for grant claims and returns are not paid until the following year. As such the grant
claims amount stated for 2012/13 consists of £27k for the estimated amount that will be charged
by the auditor in 2013/14, as well as an additional £13k for certification of 2011/12 grants above the
original £40k estimated amount shown for 2011/12.
The overall total audit fees actually recognised in Corporate and Democratic Core on the
Comprehensive Income and Expenditure Statement were £177k for 2011/12 and £131k for 2012/13.
5

LEASING ARRANGEMENTS
5.1 - Finance Leases, where the Council acts as Lessor
The Council does not currently lease out any assets under finance lease arrangements.
5.2 - Finance Leases, where the Council acts as Lessee
The Council currently leases various refuse and recycling freighters under lease arrangements
which have been classified as Finance leases under IFRS. The assets associated with these leases
are held as part of Property, Plant and Equipment on the Balance Sheet, and the movement in asset
values during 2011/12 and 2012/13, and closing values at 31 March 2012 and 31 March 2013 can be
seen in Notes 13.2 and 13.3 to the Core Financial Statements, on pages 72 to 75.
The Council is committed to making minimum payments under these leases comprising settlement
of the outstanding liability and also interest charges payable on the outstanding liability, as shown
on the following page:
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Item

31/03/12
£000s

31/03/13
£000s

Finance lease liability - current
Finance lease liability - non-current
Interest charges

60
205
44

55
150
34

Total outstanding minimum lease payments

309

239

The outstanding amounts are due for payment over the following timescales:
Timescale for payment

Minimum lease payment
31/03/12
31/03/13
£000s
£000s

Finance lease liability
31/03/12
31/03/13
£000s
£000s

Payments due within 1 year
Payments due between 2 to 5 years
Payments due after 5 years

70
239
0

70
169
0

60
205
0

55
150
0

Total outstanding payments

309

239

265

205

5.3 - Operating Leases, where the Council acts as Lessee
The amounts paid under operating leases during the year, principally on private sector leased
accommodation for housing purposes, other rented properties and leased cars, were as follows:
Leased item

2011/12
£000s

2012/13
£000s

Land and buildings
Vehicles, plant and equipment

685
42

681
39

Total paid

727

720

The Council is committed to making payments in future years under the above leases as follows:
Timescale for payment

Land and Buildings
31/03/12
£000s

31/03/13
£000s

Vehicles, Plant and
Equipment
31/03/12
31/03/13
£000s
£000s

Payments due within one year
Payments due between two - five years
Payments due after five years

550
438
0

484
389
0

24
14
0

27
13
0

Total future payments due

988

873

38

40

5.4 - Operating Leases, where the Council acts as Lessor
The Council received rental and similar income to the value of £353k in 2012/13 (£353k in 2011/12)
from the leasing and licencing of various assets, both Investment Property and Land & Buildings
asset classes, including the golf course, pavilions, pieces of land, vacant spaces within administrative
buildings and other miscellaneous assets that were leased or licenced to third parties. Amounts
expected to be received in future years are as follows:
Timescale for receipt

31/03/12
£000s

31/03/13
£000s

Receipts due within one year
Receipts due between two and five years
Receipts due after five years

(316)
(1,043)
(1,560)

(320)
(1,013)
(1,481)

Total future receipts expected

(2,919)

(2,814)
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The amounts do not include income from assets where the annual amount is below £2,000, on
grounds of immateriality. The future amounts also do not include amounts that are contingent on
future events taking place after the arrangement was entered into, such as variations in levels of
income arising following rent reviews. Amounts received in 2011/12 and 2012/13 following contingent
rent events are included in the totals quoted.
6

MEMBERS’ ALLOWANCES
Set out below, as required by regulations, is the total of Members’ Allowances paid in the year:
Allowance category

2011/12
£000s

2012/13
£000s

Basic Allowance
Special Responsibility Allowance
Mileage Allowances
Mayor’s Allowance
Deputy Mayor’s Allowance

131
101
8
6
3

131
91
8
6
3

Total Members Allowances

249

239

3

2

Total Members Expenses

Further details on Members’ Allowances are published on the Council’s website, at the following link:
Castle Point Borough Council: Members allowances
Members’ expenses include travelling, parking, subsistence, accommodation and similar expenses.
7

TRUST FUNDS AND JOINT ARRANGEMENTS
7.1 Trust Funds - King George Playing Field
The Council manages King George Playing Field on Canvey Island as sole trustee on behalf of the
Charity Commission. The annual income and expenditure in relation to this site were as follows:
2011/12
£000s

2012/13
£000s

Expenditure
Income

36
(9)

116
(10)

Net Deficit

27

106

These figures do not form part of the Council’s accounts, with the exception of the net deficit each
year. This is funded by a charge to Gross Expenditure under the Cultural Services line on the
Comprehensive Income and Expenditure Statement (CI&ES). The site is not owned by the Council
and therefore is not included as part of Non-current Assets on the Balance Sheet.
7.2 South Essex Parking Partnership
From April 2011 on-street parking enforcement is operated on behalf of the Council by the South Essex
Parking Partnership (SEPP). This partnership consists of 7 Essex councils, of which Chelmsford City
Council (CCC) is lead authority and accountable body. Each Council is entitled to one member on the
managing Joint Committee, and all decisions are taken by majority vote. All on-street enforcement
costs and income are incurred and received by CCC, and CCC maintains a separate account for
each participating authority. The relevant figures are as shown on the following page:
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31/03/12
£000s

31/03/13
£000s

Expenditure
Income

66
(48)

75
(49)

Net Deficit

18

26

For both years the net deficit is recoverable from Essex County Council.
7.3 - Thames Gateway South Essex
From April 2012 the Council acts as the accountable body for the following two groups:
•• Thames Gateway South Essex Partnership (TGSEP)
This group is intended to promote and stimulate the economic development of the South Essex
Area. Castle Point Borough Council and 5 other neighbouring authorities form the group, and
decisions are taken on a consensus basis.
•• Thames Gateway South Essex Housing Group (TGSEHG)
This group aims to contribute and influence the national and regional housing agenda through
developing, implementing and updating a sub regional housing strategy, helping to bring sites
forward for development and through stimulation of the market. Castle Point Borough Council, 4
other neighbouring authorities and 8 registered housing providers form the group, and decisions
are taken on a majority basis.
Further information on both groups can be found on the following website links:
www.tgessex.co.uk and http://www.tgessex.co.uk/index.php/tgse_sections/housing
The following amounts were received and paid on behalf of the two groups during 2012/13 (nil in
2011/12). These amounts are not included in the Comprehensive Income and Expenditure Statement
(CI&ES), with the exception of £10k contribution to the Housing Group from Castle Point Borough
Council, which forms part of the Gross Expenditure of Other Housing Services. The closing balances
of both groups as at 31 March 2013 are held in the Council’s bank accounts on behalf of the groups
and accordingly are included as part of sundry creditors on the Balance Sheet, and form part of note
17, Creditors, on page 82.
TGSEP
£000s
Balances transferred
Expenditure incurred during the year
Grants and funding received during the year
Closing balance as at 31 March 2013
8

TGSEHG
£000s

(165)

(62)

53
0

123
(106)

(112)

(45)

TERMINATION BENEFITS (EXIT PACKAGES)
The Council was required to provide for termination benefits in relation to 26 employees who were
made compulsorily redundant or who took other exit packages in 2012/13, as shown on the following
page. The amounts include payments made direct to the relevant employees themselves and
payments made to the pension scheme on their behalf. There were no further planned terminations
as at 31 March 2013 beyond those which had already been undertaken during the year.
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Termination exit
package band

Number of
compulsory
redundancy
packages

Number
of other
packages

Total
number of
packages

Total cost
paid
£000s

Total
accounting
cost - no. &
£000s

£0- £19,999
£20,000- £39,999
Above £40,000

8
1
0

13
2
2

21
3
2

124
91
102

21
2
3

125
53
242

Total

9

17

26

317

26

420

The amount paid to the pension fund included in the total cost paid column is not the same as the
pension amount required to be recognised for accounting purposes as curtailment costs under IAS
19 (see note 19 on pages 83 to 86 for further information). This amount is reported in Non-Distributed
Costs on the Comprehensive Income and Expenditure Statement, and is adjusted for in the total
accounting cost column above.
The only termination benefit costs recognised in 2011/12 were in relation to employees on whom the
Council had made the decision to terminate their contract in 2010/11 and as such had provided for all
expected costs in that year. However, for these employees £97k of curtailment costs were required
to be recognised for accounting purposes in 2011/12, as well as an adjustment for an over provision
in 2010/11 of £14k.
9

OFFICERS’ REMUNERATION
9.1 - Remuneration bandings
Regulations require disclosure of the numbers of staff whose remuneration exceeded £50,000.
These are required to be shown in bands of £5,000. The regulations define remuneration as:
•• Sums paid to or receivable by an employee (gross pay before deducting pension contributions);
•• Compensation for loss of office and any other payments received on termination of employment;
•• Expense allowances chargeable to tax (eg. professional subscriptions and car allowances); and
•• The money value of benefits received by an employee otherwise than in cash (such as cars as
declared on form P11D).
The numbers of staff whose remuneration exceeded £50,000 were as follows:
Remuneration band

2011/12

2012/13

£50,000 - £54,999
£55,000 - £59,999
£60,000 - £64,999
£65,000 - £69,999
£70,000 - £74,999
£75,000 - £79,999
£105,000 - £109,999
£130,000 - £134,999
£155,000 - £159,999

4
1
1
2
2
1
2
0
1

4
1
1
0
2
3
2
1
0

Total

14

14

Bandings with no relevant employees in them have not been included.
There were no changes in the specific employees included in the note for either 11/12 and 12/13.
Some employees have moved up one band, this is primarily due to the reinstatement of pay that was
voluntarily foregone in the previous two years and contractual increments.
Additional disclosures required in relation to senior officers are shown on the following 2 pages.
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Notes

718

132
105
108
74
76
76
71
76

Salary
(including
fees and
allowances)
£000s
£000s

1

0
0
0
0
0
1
0
0

Expense
allowances

5

0
3
0
0
0
0
2
0

724

132
108
108
74
76
77
73
76

Benefits
Total
in kind
excluding
(e.g. car
pension
allowance) contributions
£000s
£000s

£000s

76

0
14
14
9
10
10
9
10

Employer's
pension
contributions

800

132
122
122
83
86
87
82
86

Total
including
pension
contributions
£000s

•• No pay awards were made during 2012/13. Any changes in pay from 2011/12 to 2012/13 are due to the reinstatement of pay that was voluntarily foregone
in the previous two years and contractual increments.

Total

Chief Executive - David Marchant
Strategic Director - Corporate Services
Strategic Director - Transformation and Resources
Head of Housing and Communities
Head of Environment
Head of Neighbourhoods and Regeneration
Head of Performance and Service Support
Head of Resources

Position

9.2.1 - Remuneration for 2012/13

No amounts were paid as compensation for loss of office to any of the below employees in either 2011/12 or 2012/13.

The employees disclosed below are also included in the remuneration bandings on the previous page. The figures shown below also include Employer’s pension
contributions paid by the Council, which are not included in the amounts used in the bandings on the previous page. The Employer’s pension contributions are
not paid directly to the employees, but instead represent the proportion of the Council’s contribution to the Essex County Council Pension Fund which relates
to those employees. The amounts stated are determined by the Pension Fund Actuary.

The Council is required by regulation to disclose the following additional remuneration information for those senior employees responsible for the management
of the Council.

9.2 - Senior officer remuneration
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1

Notes

723

159
100
105
70
72
74
69
74

Salary
(including
fees and
allowances)
£000s
£000s

1

0
0
0
0
0
1
0
0

Expense
allowances

7

0
6
0
0
0
0
1
0
731

159
106
105
70
72
75
70
74

Benefits
Total
in kind
excluding
(e.g. car
pension
allowance) contributions
£000s
£000s
£000s

94

21
13
14
9
9
10
9
9

Employer's
pension
contributions

825

180
119
119
79
81
85
79
83

Total
including
pension
contributions
£000s

In addition payments of £4k in 2012/13 and £6k in 2011/12, again including a contribution to the pension fund in 2011/12 only, were made for the Chief
Executive’s other electoral duties. He acted as Returning Officer for Canvey Island Town Council elections in both years, the alternative vote referendum in
2011/12 and the Police and Crime Commissioner elections in 2012/13. However these amounts are not included in the note as they do not directly relate to
the Chief Executive’s duties for Castle Point Borough Council.

The amounts paid to the Chief Executive include remuneration paid to him for his statutory duty as Returning Officer for conducting elections. The total cost
paid for this function, including a contribution to the ECC pension fund in 2011/12 only, was £6k in 2012/13 and £7k in 2011/12.

•• Note 1 - The Chief Executive entered into a flexible retirement arrangment in April 2012, which reduced the salary payable to him. As part of this arrangement
no further employer pension contributions are payable after that date.

Total

Chief Executive - David Marchant
Strategic Director - Corporate Services
Strategic Director - Transformation and Resources
Head of Housing and Communities
Head of Environment
Head of Neighbourhoods and Regeneration
Head of Performance and Service Support
Head of Resources

Position

9.2.2 - Remuneration for 2011/12
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SEGMENTAL REPORTING ANALYSIS

(35,751)

Total operating income

37,355
1,604

Total operating expenditure

Net Cost of Services - continuing operations

(2,673)

4,409

579
1,616
989
1,225

(7,082)

(6,992)
0
(90)

5,639

15,400

3,192
5,074
6,282
852

(9,761)

(3,812)
(370)
(5,579)

1,385

2,909

1,133
517
1,255
4

(1,524)

(657)
(10)
(857)

69

3,682

1,060
1,667
813
142

(3,613)

(145)
0
(3,468)

Environment Neighbour- Resources
hoods and
Regeneration
£000s
£000s
£000s

200

2,014

1,228
273
513
0

(1,814)

(47)
0
(1,767)

Central
Services
(Note 1)
£000s

2,196

2,281

275
588
1,417
1

(85)

(66)
0
(19)

Corporate
Amounts
(Note 2)
£000s

8,420

68,050

9,387
42,769
13,670
2,224

(59,630)

(13,063)
(32,798)
(13,769)

£000s

Total
Services

Note 2 - Corporate Accounts consists of Corporate & Democratic Core and Non-Distributed Costs.

Note 1- Central Services includes the Chief Executive, Strategic Directors, Performance and Service Support, Law and Governance, and any other departments
not included within the other service directorates.

1,920
33,034
2,401
0

Employee expenses
Other service expenses
Support service recharges from other services
Capital charges

Operating expenditure

(1,344)
(32,418)
(1,989)

Housing and
Communities
(GF)
(HRA)
£000s
£000s

Fees, charges and other service income
Government and other grants / contributions
Support service recharges to other services

Operating income

10.1.1 - Service Information for 2012/13

10.1 - Segmental Reporting analysis for 2012/13

The Comprehensive Income and Expenditure Statement (CI&ES), shown on pages 20 to 21, reports service income and expenditure in accordance with the
Service Reporting Code of Practice (SeRCOP). This analysis reports income and expenditure in line with the Council’s own internal reporting structure and
operating segments, as used by management for decision making and resource allocation. These figures include internal recharges both within and between
each service area and hence the gross expenditure and gross income amounts are greater than those reported on the CI&ES. The second part of the note
shows how the service information reconciles to a subjective analysis of the (Surplus) / Deficit on the Provision of Services on the CI&ES.

10

NOTES TO THE CORE FINANCIAL STATEMENTS:
Notes relating to the Comprehensive Income and Expenditure Statement

Page 65

Statement of Accounts 2012/13

(35,751)

(7,082)

(6,992)
0
(90)

Total expenditure
(Surplus) / Deficit on the provision of
services

4,409
(2,673)

37,355
1,604

5,639

15,400

3,192
5,074
6,282
852

(9,761)

(3,812)
(370)
(5,579)

1,385

2,909

1,133
517
1,255
4

(1,524)

(657)
(10)
(857)

69

3,682

1,060
1,667
813
142

(3,613)

(145)
0
(3,468)

Environment Neighbour- Resources
hoods and
Regeneration
£000s
£000s
£000s

Employee expenses
1,920
579
Other service expenses
33,034
1,616
Support service recharges from other services
2,401
989
Capital charges
0
1,225
Exceptional items (expenditure)
Payment of precept to Canvey Island Town Council
Payment of Housing Pooled Capital Receipts to the Government Pool
(Gain) / loss on disposal / derecognition of non-current (long term) assets
Interest payable and similar charges, including Finance Leases interest
Pensions interest cost and expected return on pensions assets (Net)
Expenses incurred on investment properties

Total income

Fees, charges and other service income
(1,344)
Government and other grants & contributions
(32,418)
Support service recharges to other services
(1,989)
Exceptional items (income)
Rental income received on investment properties
Changes in the fair value of investment properties
Interest and investment income
Council Tax income and surplus from the Collection Fund
National Non-domestic Rates redistribution
General grants and contributions
Capital grants and contributions

Income

Housing and
Communities
(GF)
(HRA)
£000s
£000s

10.1.2 - Reconciliation to subjective analysis for 2012/13

200

2,014

1,228
273
513
0

(1,814)

(47)
0
(1,767)

Central
Services
(Note 1)
£000s
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Notes relating to the Comprehensive Income and Expenditure Statement

(5,454)

7,616

275
588
1,417
1
115
267
113
2,341
1,498
994
7

(13,070)

(66)
0
(19)
(2)
(212)
(13)
(77)
(7,730)
(4,036)
(915)
0

Corporate
Amounts
(Note 2)
£000s

770

73,385

9,387
42,769
13,670
2,224
115
267
113
2,341
1,498
994
7

(72,615)

(13,063)
(32,798)
(13,769)
(2)
(212)
(13)
(77)
(7,730)
(4,036)
(915)
0

£000s

Total
Services
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(34,351)

Total operating income

35,817
1,466

Total operating expenditure

Net Cost of Services - continuing operations

35,161

41,981

689
40,497
835
(40)

(6,820)

(6,736)
0
(84)

5,921

16,056

3,242
4,884
6,410
1,520

(10,135)

(4,000)
(639)
(5,496)

1,969

3,544

1,127
698
1,298
421

(1,575)

(592)
(40)
(943)

77

3,572

930
1,655
845
142

(3,495)

(133)
0
(3,362)

Environment Neighbour- Resources
hoods and
Regeneration
£000s
£000s
£000s

116

2,011

1,303
195
513
0

(1,895)

(22)
0
(1,873)

2,138

2,179

128
571
1,479
1

(41)

(25)
0
(16)

Central Corporate
Services Amounts
(Note 1)
(Note 2)
£000s
£000s

46,848

105,160

9,293
80,138
13,685
2,044

(58,312)

(12,887)
(31,657)
(13,768)

£000s

Total
Services

Note 2 - Corporate Accounts consists of Corporate & Democratic Core and Non-Distributed Costs.

Note 1- Central Services includes the Chief Executive, Strategic Directors, Performance and Service Support, Law and Governance, and any other departments
not included within the other service directorates.

1,874
31,638
2,305
0

Employee expenses
Other service expenses
Support service recharges from other services
Capital charges

Operating expenditure

(1,379)
(30,978)
(1,994)

Housing and
Communities
(GF)
(HRA)
£000s
£000s

Fees, charges and other service income
Government and other grants / contributions
Support service recharges to other services

Operating income

10.2.1 - Service Information for 2011/12

10.2 - Segmental Reporting analysis for 2011/12
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(34,351)

(6,820)

(6,736)
0
(84)

Total expenditure
(Surplus) / Deficit on the provision of
services

41,981
35,161

35,817
1,466

5,921

16,056

3,242
4,884
6,410
1,520

(10,135)

(4,000)
(639)
(5,496)

1,969

3,544

1,127
698
1,298
421

(1,575)

(592)
(40)
(943)

77

3,572

930
1,655
845
142

(3,495)

(133)
0
(3,362)

Environment Neighbour- Resources
hoods and
Regeneration
£000s
£000s
£000s

Employee expenses
1,874
689
Other service expenses
31,638
40,497
Support service recharges from other services
2,305
835
Capital charges
0
(40)
Exceptional items (expenditure)
Payment of precept to Canvey Island Town Council
Payment of Housing Pooled Capital Receipts to the Government Pool
(Gain) / loss on disposal / derecognition of non-current (long term) assets
Interest payable and similar charges, including Finance Leases interest
Pensions interest cost and expected return on pensions assets (Net)
Changes in the fair value of investment properties
Expenses incurred on investment properties

Total income

Fees, charges and other service income
(1,379)
Government and other grants & contributions
(30,978)
Support service recharges to other services
(1,994)
Exceptional items (income)
Rental income received on investment properties
Changes in the fair value of investment properties
Interest and investment income
Council Tax income and surplus from the Collection Fund
National Non-domestic Rates redistribution
General grants and contributions
Capital grants and contributions

Income

Housing and
Communities
(GF)
(HRA)
£000s
£000s

10.1.2 - Reconciliation to subjective analysis for 2012/13

116

2,011

1,303
195
513
0

(1,895)

(22)
0
(1,873)

(9,471)

5,051

128
571
1,479
1
115
266
9
1,013
460
767
107
135

(14,522)

(25)
0
(16)
(769)
(209)
(97)
(7,698)
(3,606)
(1,707)
(395)

Central Corporate
Services Amounts
(Note 1)
(Note 2)
£000s
£000s
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35,239

108,032

9,293
80,138
13,685
2,044
115
266
9
1,013
460
767
107
135

(72,793)

(12,887)
(31,657)
(13,768)
(769)
(209)
(97)
(7,698)
(3,606)
(1,707)
(395)

£000s

Total
Services
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RELATED PARTY TRANSACTIONS
The Council is required to disclose material transactions undertaken during the year with related
parties. These are bodies or individuals that have the potential to control or influence the Council or
to be controlled or influenced by the Council. Related parties include the following:
•• The UK (Central) Government effectively has significant influence over the general operations
of the Council. It is responsible for providing the statutory legislative framework within which the
Council operates, provides funding to the Council in the form of general and specific grants and
prescribes the terms of many transactions that the Council has with other parties (e.g. Council
Tax and Housing Benefits). Details of Central Government funding is set out in note 12 to the
Core Financial Statements, on pages 69 to 70.
•• Members of the Council have direct control over the Council’s financial and operating policies.
Total members allowances and expenses are disclosed in note 6 on page 59.
•• The Chief Executive and senior officers are able to influence the Council’s policies, within the
provisions of the Council’s regulations and schemes of delegation. Remuneration of the Chief
Executive and senior officers is disclosed in note 9 on pages 61 to 63.
•• Essex County Council, Essex Police Authority, Essex Fire Authority and Canvey Island Town
Council issue precepts on the Council, who acts as a collecting agent on their behalf. Details of
the transactions with the Precepting Authorities are set out in the Collection Fund Statement and
accompanying notes, on pages 107 to 108.
•• The Council undertook capital regeneration projects during 2011/12 funded by agreements with
the Homes and Communities Agency (HCA), as detailed in notes 12 and 13 on pages 69 to 80.
•• The Council collects rental income from the leasing of properties to various organisations. In
some of these organisations Council Members are connected at a senior level, for example as
governors or directors. However in all instances the relevant Members had no involvement in
setting the rental agreements with the associated organisations.
•• The Council pays annual donations under funding agreements to three voluntary bodies,
and is a member of, or contracts services from, other organisations, including those detailed
below. Officers or elected members serve as the Council’s representatives to these bodies and
organisations, but are not directly involved in determining the amounts involved:
2011/12
£000s
Donations to voluntary bodies
Citizens Advice Bureau
Crossroads Care
Castle Point Association of Voluntary Services
Total donations
Payments to other organisations
Thames Gateway South Essex groups - member subscription
(see also note 7.3 on page 60)
Wyvern Community Transport - community transport services
Vine HR Ltd - human resources services
Total payments

2012/13
£000s

54
31
42

57
33
41

127

131

30

10

71
11

71
14

112

95

The Wyvern Community Transport payments are stated before funding contributions received
from Essex County Council of £61k in both 2012/13 and 2011/12, (see note 12.1 on page 69).
•• 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 fixed annual
payments of £10.5k to be made to the company over a period of 15 years, from June 2001 until
June 2015. This amount was paid in both 2011/12 and 2012/13. The outstanding balance as at 31
March 2013 was £31.5k (£42k as at 31 March 2012).
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12

GRANTS AND OTHER CONTRIBUTIONS
The following tables provide an analysis of the recognised grants and contributions accounted for
on an accruals basis on the Comprehensive Income and Expenditure Statement (CI&ES). The
schedules include grants from Government departments as well as grants from other bodies.
Amounts of revenue and capital grants and contributions received but with outstanding conditions,
meaning that they have not yet been recognised on the CI&ES, are shown as part of Note 18 to the
Core Financial Statements, Revenue and Capital Grants Receipts in Advance, on page 82.
12.1 - Grants towards Revenue Expenditure
These grants are accounted for within Gross Income on the relevant service lines under Net Cost of
Services. This analysis generally excludes grants below £1,000, as they are immaterial.
Service line and grant or contribution name
Central Services to the Public:
•• National Non-domestic Rates administration grant
•• Council Tax Benefit subsidy
•• Benefits administration grant
•• Local Council Tax Support Scheme burdens funding
•• Miscellaneous grants relating to Benefits and Non-Domestic Rates
Corporate and Democratic Core (CDC):
•• Section 106 developer contribution

2011/12
£000s

2012/13
£000s

(83)
(7,404)
(615)
0
(34)

(81)
(7,338)
(586)
(84)
(34)

0

(19)

Cultural services:
•• Various grants and contributions for parks and open spaces works
•• Miscellaneous grants relating to sports and fitness
•• Essex County Council (ECC) - Essex Family Innovation grant

(12)
(2)
0

(11)
0
(54)

Environmental and regulatory services:
•• Waste and Resources Action Programme (WRAP) recycling initiatives
•• Various Community Safety grants
•• Essex County Council (ECC) Recycling schemes
•• Essex County Council (ECC) Street Cleansing contributions
•• Section 106 developer contribution

(20)
(4)
(440)
(18)
0

0
(20)
(596)
0
(11)

Highways, roads and transport services:
•• Essex County Council (ECC) Concessionary Travel administration
•• Essex County Council (ECC) Community Transport schemes
•• Essex County Council (ECC) Grounds Maintenance contribution

(43)
(61)
(28)

(22)
(61)
(28)

Other housing services (General Fund housing services):
•• Housing Benefit subsidy
•• Discretionary Housing Payments grant
•• Miscellaneous grants relating to housing

(22,793)
(36)
(13)

(24,235)
(66)
0

Total Revenue Grants and Contributions

(31,606)

(33,246)
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12.2 - Grants towards Revenue Expenditure Funded from Capital Under Statute (REFCUS)
These grants are also accounted for within Gross Income on the relevant service lines under Net
Cost of Services.
Service line and grant or contribution name
Environmental and regulatory services:
•• Disabled Facilities Grant
•• Decent / Warm / Healthy Homes Grant
•• Contaminated Land Grant
•• Essex County Council (ECC) - Recycling schemes

2011/12
£000s
(303)
(64)
0
(240)

Planning services:
•• Homes and Community Agency (HCA) funding for various
regeneration projects
Total REFCUS Grants and Contributions

2012/13
£000s
(345)
(4)
(8)
0

(36)
(643)

0
(357)

12.3 - General Government Grants and Contributions
These grants are accounted for within Taxation and Non-Specific Grant Income.
Grant or Contribution name

2011/12
£000s

2012/13
£000s

Revenue Support Grant
Home Office Community Safety Fund
Local Services Support Grant
New Homes Bonus Grant (Note 1)
Council Tax Freeze Grant
New Burdens Grants

(1,115)
(36)
(85)
(287)
(184)
0

(82)
0
(86)
(365)
(369)
(13)

Total General Grants and Contributions

(1,707)

(915)

Note 1 - £32k of New Homes Bonus grant for 2012/13 was received and recognised in 2011/12, and
is included in the stated amount for that year.
12.4 - Capital Government Grants and Contributions
Taxation and Non-Specific Grant Income.
Grant or contribution name

2011/12
£000s

2012/13
£000s

Essex County Council (ECC) - Playgrounds and Adizone site
Essex County Council (ECC) - Recycling schemes
Veolia - playgrounds

(31)
(264)
(100)

0
0
0

Total Capital Grants and Contributions

(395)

0
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NON-CURRENT (LONG TERM) ASSETS
13.1 - Valuation basis
Non-current assets are valued in accordance with the valuation methods and timescales detailed in
Accounting Policy AP19 on pages 37 to 43.
All valuations other than insurance valuations were carried out by chartered surveyors Wilks Head
and Eve. This included site visits of the properties subject to valuation. The valuations were carried
out in accordance with the professional standards and guidance of the Royal Institute of Chartered
Surveyors (RICS). Significant assumptions applied by the external valuers in estimating fair values
for revaluations included the following:
•• The valuers have assumed there were no planning proposals likely to have an effect on the value
of properties, unless they were otherwise specifically advised;
•• Assets were assumed to be in a reasonable standard of repair. Structural surveys were not
undertaken, nor were inspections performed on parts of properties which were covered,
unexposed or inaccessible. Therefore it was assumed by the valuers that such parts were in
good repair and condition;
•• It was also assumed that no contaminative or potentially contaminative uses had ever been
performed on the land or properties;
•• Plant and machinery that was considered to form part of the building or service installation was
included in the valuation.
The tables over the following 4 pages show the movements in assets during 2012/13, with comparative
figures for 2011/12. The Gross Book Value (GBV) of land and buildings shown on these pages,
where relevant including subsequent enhancement costs and excluding amounts derecognised, are
based on valuations made over the following timescales, as part of the rolling five-year programme:
GBV at
31/03/12
£000s

GBV at
31/03/13
£000s

Revaluations performed in 2012/13
Revaluations performed in 2011/12
Revaluations performed in 2010/11
Revaluations performed in 2009/10
Revaluations performed in 2008/09
Revaluations performed in 2007/08

0
7,226
15,671
516
698
11,131

13,732
6,956
13,939
517
698
215

Total Land and Buildings Gross Book Value

35,242

36,057

Revaluation timescale

2 of the Council’s pay and display car parks were revalued in 2011/12 and 1 in 2012/13 at Existing
Use Value (EUV) on a net receipts basis. They were previously valued at EUV based on an estimated
value per parking space. This change in accounting estimate resulted in a net revaluation gain at 1
April 2011 of £2,577k and at 1 April 2012 of £505k.
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13.2 - Non-Current (Long Term) Assets - Asset movements during 2012/13
Property, Plant and Equipment:
Council
Other
Vehicles, Plant
Dwellings Land and
and Equipment
Buildings
(Owned)
(Leased)
£000s

£000s

£000s

£000s

Infrastructure
£000s

Cost or valuation
(Gross Book Value)
1 April 2012

79,410

Additions & enhancements
1,111
Derecognition on disposal
(679)
Other derecognitions
(415)
Reclassifications - (to) /
0
from Assets Held for Sale
Other Reclassifications
0
Impairments and Revaluations - to / (from):
•• Revaluation Reserve
(330)
•• (Surplus) / Deficit on the
0
provision of services increases
•• (Surplus) / Deficit on the
(843)
provision of services decreases

35,242
2,765
0
(1,906)
0

3,038
161
(94)
0
0

334

344

0
(29)
0
0

0
0
0
0

0

0

0

0

(97)
55

0
0

0
0

0
0

(2)

0

0

0

36,057

3,105

305

344

(1,108)

(1,844)

(1,345)

(64)

(47)

Depreciation charged
(1,111)
Derecognition on disposal
10
Other derecognitions
7
Reclassifications - to /
0
(from) Assets Held for Sale
Other Reclassifications
0
Impairments and Revaluations - (to) / from:
•• Revaluation Reserve
381
•• (Surplus) / Deficit on the
728
provision of services

(630)
0
62
0

(346)
60
0
0

(61)
29
0
0

(13)
0
0
0

31 March 2013

78,254

Depreciation and Impairments
1 April 2012

31 March 2013

(1,093)

0

0

0

0

1,327
1

0
0

0
0

0
0

(1,631)

(96)

(60)

(1,084)

Balance Sheet Amount
(Net Book Value)
1 April 2012

78,302

33,398

1,693

270

297

31 March 2013

77,161

34,973

1,474

209

284

All assets are owned by the Council, with the exception of those items in the Vehicles, Plant and
Equipment (Leased) column, which are held under leasing arrangements.
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Total
Community Surplus
Property,
Assets
assets not Plant and
held
Equipment
for sale
£000s
£000s
£000s

Heritage
assets

Investment
properties

Total
Assets

£000s

£000s

£000s

446

0

118,814

370

2,848

0
0
0
0

0
0
0
0

0
0
0
0

0
0
0
0

0

0

0

0

0
0

0
0

(427)
55

6
0

0
71

(421)
126

0

0

(845)

0

(58)

(903)

446

0

0

0

(4,408)

(4)

0

(4,412)

0
0
0
0

0
0
0
0

(2,161)
99
69
0

(4)
0
0
0

0
0
0
0

(2,165)
99
69
0

0

0

0

0

0

0

0
0

0
0

1,708
729

0
0

0
0

1,708
729

0

0

(3,964)

(8)

0

(3,972)

446

0

114,406

366

2,848

117,620

446

0

114,547

368

2,861

117,776

4,037
(802)
(2,321)
0
0

118,511

376
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2,861

122,032
4,037
(802)
(2,321)
0
0

121,748
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13.3 - Non-Current (Long Term) Assets - Comparative Asset movements during 2011/12
Property, Plant and Equipment:
Council
Other
Vehicles, Plant
Dwellings Land and
and Equipment
Buildings
(Owned)
(Leased)
£000s

£000s

£000s

£000s

Infrastructure
£000s

Cost or valuation
(Gross Book Value)
1 April 2011

78,791

Additions & enhancements
1,021
Derecognition on disposal
0
Other derecognitions
(1,021)
Reclassifications - (to) /
0
from Assets Held for Sale
Other Reclassifications
0
Impairments and Revaluations - to / (from):
•• the Revaluation Reserve
175
•• (Surplus) / Deficit on the
496
provision of services increases
•• (Surplus) / Deficit on the
(52)
provision of services decreases
31 March 2012

79,410

32,890
233
0
0
0

2,501
587
(50)
0
0

54
305
(25)
0
0

344
0
0
0
0

37

0

0

0

3,232
0

0
0

0
0

0
0

(1,150)

0

0

0

3,038

334

344

35,242

Depreciation and Impairments
1 April 2011

(1,099)

(1,398)

(1,055)

(50)

(34)

Depreciation charged
(1,142)
Derecognition on disposal
0
Other derecognitions
17
Reclassifications - to /
0
(from) Assets Held for Sale
Other Reclassifications
0
Impairments and Revaluations - (to) / from:
•• Revaluation Reserve
378
•• (Surplus) / Deficit on the
738
provision of services

(610)
0
0
0

(340)
50
0
0

(39)
25
0
0

(13)
0
0
0

31 March 2012

(1,108)

0

0

0

0

90
74

0
0

0
0

0
0

(1,844)

(1,345)

(64)

(47)

Balance Sheet Amount
(Net Book Value)
1 April 2011

77,692

31,492

1,446

4

310

31 March 2012

78,302

33,398

1,693

270

297

All assets are owned by the Council, with the exception of those items in the Vehicles, Plant and
Equipment (Leased) column, which are held under leasing arrangements.
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Total
Community Surplus
Property,
Assets
assets not Plant and
held
Equipment
for sale
£000s
£000s
£000s

444

0

0
0
0
0

0
0
0
0

0

0

2
0

Heritage
assets

Investment
properties

Total
Assets

£000s

£000s

£000s

115,024

285

2,146
(75)
(1,021)
0

3,016

118,325
2,146
(99)
(1,021)
0

0
0
0
0

0
(24)
0
0

37

0

(37)

0
0

3,409
496

91
0

0
61

3,500
557

0

0

(1,202)

(6)

(168)

(1,376)

446

0

0

0

(3,636)

(12)

0

(3,648)

0
0
0
0

0
0
0
0

(2,144)
75
17
0

(4)
0
0
0

0
0
0
0

(2,148)
75
17
0

0

0

0

0

0

0

0
0

0
0

468
812

8
4

0
0

476
816

0

0

(4)

0

444

0

111,388

273

3,016

114,677

446

0

114,406

366

2,848

117,620

118,814

370

(4,408)
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13.4 - Capital expenditure for 2012/13
13.4.1 - Analysis of capital expenditure
The Council incurred capital expenditure during 2011/12 and 2012/13 as follows, including items
classified as Revenue Expenditure funded from Capital under Statute (REFCUS):
Capital expenditure item

2011/12
£000s

2012/13
£000s

Council house improvements
Council house acquisition
Disabled Facilities and other home improvement grants
Purchase of Playground and Leisure equipment
Refurbishment of Runnymede Pool
Refurbishment of Waterside Farm Sports Centre
Kitchen and Garden waste recycling scheme
Regeneration Projects - Industrial Estate improvement works
Vehicle replacement programme
All other miscellaneous capital expenditure

1,021
0
345
333
50
159
504
36
14
0

1,012
98
380
0
0
2,765
0
0
161
16

Total direct Capital expenditure

2,462

4,432

306

0

2,768

4,432

Finance lease acquisition - recycling freighters
Total Capital expenditure

13.4.2 - Commentary on capital expenditure
The Council commenced a major refurbishment of Waterside Farm Sports Centre in early 2012/13.
Some initial costs were incurred during 2011/12 in preparation for this project, such as tender
specification fees and similar items. The project is expected to be completed in the summer of
2013. The works to these facilities were funded through a combination of capital receipts received
from the disposal of other assets in previous years and also revenue contributions. An estimated
amount of the previous carrying value of the enhancements was derecognised in accordance with
Policy Note AP19.11 on pages 42 to 43. This derecognition was based on the value of works, some
elements of which were adjusted downwards for inflation since the original build, less an adjustment
for accumulated depreciation over the period since the most recent valuation. The Council’s external
valuers will revalue the property at the end of 2013/14, following completion of works.
An enhancement derecognition adjustment was also made on the costs incurred for the annual
programme of works performed in 2011/12 and 2012/13 on the Council’s housing stock.
13.5 - Financing of capital expenditure
The total amount of capital expenditure incurred in 2011/12 and 2012/13 is shown in the table on
the following page. The table also shows the resources that have been used to finance the capital
expenditure. Where capital expenditure is to be financed in future years by charges to revenue
as assets are used by the Council, the expenditure results in an increase in the Capital Financing
Requirement (CFR). The CFR is a measure of the capital expenditure incurred historically by the
Council that has yet to be financed. When relevant the CFR includes assets acquired under finance
lease agreements.
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2011/12
£000s
Opening Capital Financing Requirement at 1 April

2012/13
£000s

7,143

43,704

621
1,841
0
306
36,451

395
4,036
0
0
0

Sources of Finance
Capital receipts applied
Government grants and other contributions applied
Sums set aside from revenue or charged direct to revenue

(174)
(2,038)
(446)

(830)
(1,403)
(2,529)

Closing Capital Financing Requirement at 31 March

43,704

43,373

Capital Expenditure
Revenue expenditure funded from capital under statute (REFCUS)
Acquisition / enhancement of Property, Plant and Equipment assets
Acquisition / enhancement of Investment Property assets
Assets acquired under Finance Leases
2011/12 HRA settlement payment (see note 3 to the HRA on pages
103 and 104)

Explanation of the movements in the Capital Financing
Requirement during the year
Increase / (decrease) in underlying need to borrow (unsupported by
Government financial assistance)
Assets acquired under Finance leases, and reduction in outstanding
Finance lease liabilities
Increase / (decrease) in Capital Financing Requirement

36,301

(271)

260

(60)

36,561

(331)

13.6 - Commitments under capital contracts
As at 31 March 2013 the Council had committed the following for capital expenditure in future years:
•• Disabled Facilities and other home improvement grants: £40k to be spent in 2013/14. Further
amounts in addition to these commitments are expected to be spent;
•• Council House Improvements: £76k for works under two contracts;
•• Waterside Farm Sports Centre - £1,119k for the amount remaining on the main refurbishment
programme contract after the amounts recognised in 12/13. Additional amounts will be incurred
outside of the main contract, and
•• Vehicle replacement programme: £667k on various vehicles, including refuse/recycling
freighters, all due for delivery early in 2013/14.
Additional capital expenditure is budgeted to be spent in 2013/14 in these and other areas, but had
not yet been contracted for as at 31 March 2013.
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13.7 - Revaluation and Impairment review
Since 2008/09 there have been significant fluctuations in asset valuations, mainly due to the economic
downturn. This had in particular a substantial effect on the value of the Council’s housing stock. As
at 2012/13 the total housing stock carrying amount recognised on the Balance Sheet remains below
pre 2008/09 values.
The Council’s independent valuers, Wilks Head and Eve, carry out a statutory annual impairment
review at the end of each financial year, reporting on any impairment issues arising at the Balance
Sheet date of 31 March. The impairment review performed during April 2013 providing valuations
as at March 2013 concluded that there were no impairment issues affecting any assets other than a
minor 0.2% fall in housing values but this was not sufficient to require any impairment adjustment to
the carrying value of the Housing stock.
Further information on the Housing Revenue Account revaluation and impairment reviews can be
found in note 5 to the Housing Revenue Account, on pages 104 and 105.
13.8 - Depreciation
All assets required to be depreciated are depreciated using the straight line basis, whereby an
equal amount is charged each year to the relevant services on the Comprehensive Income and
Expenditure Statement over the useful live of each asset.
The useful lives for each category of assets, including component parts where relevant, are as
follows:
Type of Asset

Estimated Useful Life in Years

Property, Plant and Equipment:
•• Council dwellings
•• Other land & buildings
•• Infrastructure assets
•• Community assets
•• Vehicles, plant and equipment
Heritage Assets (property only)

35 to 60 years
15 to 60 years
25 to 60 years
60 years
Up to 10 years
35 years

Componentisation was applied to Waterside Farm Sport Centre, upon revaluation as at 1st April
2012. The same components were then used for the enhancements and de-recognitions applied for
the works performed to that asset during 2012/13.
There were no other sufficiently material revaluations in 2012/13 requiring componentisation. Neither
were there any other acquisitions or enhancements requiring componentisation.
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13.9 - Heritage Assets
The amounts recorded in Notes 13.2 and 13.3 in relation to Heritage Assets are analysed into the
following categories:
Dutch
Cottage
£000s

Civic
Regalia
£000s

Memorials
and others
£000s

Total
£000s

Valuation (Gross Book Value)
1 April 2012
Impairments and Revaluations - to / (from):
•• the Revaluation Reserve
•• (Surplus) / Deficit on the provision of services
31 March 2013

170

42

158

370

0
0

1
0

5
0

6
0

170

43

163

376

Depreciation and Impairments
1 April 2012

(4)

0

0

(4)

Depreciation charged
Impairments and Revaluations - (to) / from:
•• the Revaluation Reserve
•• (Surplus) / Deficit on the provision of services

(4)

0

0

(4)

0
0

0
0

0
0

0
0

31 March 2013

(8)

0

0

(8)

Balance Sheet Amount (Net Book Value)
1 April 2012

166

42

158

366

31 March 2013

162

43

163

368

1 April 2011

84

41

160

285

Impairments and Revaluations - to / (from):
•• the Revaluation Reserve
•• (Surplus) / Deficit on the provision of services

91
(5)

1
0

Valuation (Gross Book Value)

31 March 2012

(2)
0

90
(5)

170

42

158

370

(12)

0

0

(12)

Depreciation charged
Impairments and Revaluations - (to) / from:
•• the Revaluation Reserve
•• (Surplus) / Deficit on the provision of services

(4)

0

0

(4)

8
4

0
0

0
0

8
4

31 March 2012

(4)

0

0

(4)

72

41

160

273

166

42

158

366

Depreciation and Impairments
1 April 2011

Balance Sheet Amount (Net Book Value)
1 April 2011
31 March 2012
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All Heritage assets are recorded at valuation, none are recorded at historical cost, in accordance
with Accounting Policy AP21 on pages 43 to 44. Where relevant these assets are maintained through
the Council’s revenue budgets for repairs and maintenance, either through planned programmes of
maintenance or through reactive works if necessary. Any such costs are charged to the relevant
service lines under Net Cost of Services on the Comprehensive Income and Expenditure Statement.
There have been no movements in Heritage Assets in the 5 years to 31 March 2013, with the
exception of depreciation charges or revaluation adjustments on relevant assets. There were no
impairments recognised or reversed during the same time frame.
13.10 - Investment Properties
Investment Properties are reported in accordance with Accounting Policy AP 20, on page 43.
Movements in property values are shown as part of notes 13.2 and 13.3. The amount reported
for Investment Properties under Financing and Investment Income and Expenditure on the
Comprehensive Income and Expenditure Statement (CI&ES) consists of the following items:
2011/12
£000s
Expenses incurred on Investment Properties
Rental income received from Investment Properties
Changes in the fair value of Investment Properties
(Gain) / loss on disposal / derecognition of Investment Properties

2012/13
£000s

135
(209)
107
24

7
(212)
(13)
0

57

(218)

Total reported on the CI&ES

There are no restrictions on the Council’s ability to realise the value inherent in its Investment
Properties, or on the Council’s right to the remittance of income and the proceeds of disposal. The
Council has no contractual obligations to purchase, construct or develop investment properties.
13.11 - Intangible non-current (long term) assets
The Council does not currently hold any material intangible non-current assets.
14

ASSETS HELD FOR SALE
Non-current assets are classified as Assets Held for Sale when they meet the criteria set out in
Accounting Policy 22, on pages 44 to 45.
As at 31 March 2013 the Council did not hold any assets which would match the criteria to be defined
as Assets Held for Sale.
At that date there were seven Council dwellings where valuations for sale had been completed for
potential sales under the Right to Buy scheme and the properties were at various stages in the sale
process. One of these was considered sufficiently probable enough to sell that it would be deemed
held for sale, but it is of an immaterial value (£22k). The others were not yet considered sufficiently
probable enough to be deemed as held for sale as that date. As such all of these properties remain
as part of the Council Dwellings value on the Balance Sheet as at 31 March 2013, and will be
removed in 2013/14 should the sales complete.
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15

DEBTORS
The long term and short term debtors on the Balance Sheet on page 22 consist of the following
amounts:
Debtor category

31/03/12
£000s

Short term debtors (amounts falling due within one year)
Government departments

992

469

HM Revenue and Customs (HMRC)

264

306

Essex County Council (ECC) and other Local Authorities

611

632

Council Tax payers
Less impairment allowances for bad and doubtful debts

260
(174)

272
(185)

86

87

234
(103)

192
(86)

131

106

1,114
(446)

1,337
(580)

Net Housing benefit overpayments

668

757

Sundry debtors
Less impairment allowances for bad and doubtful debts

650
(112)

726
(137)

Net sundry debtors

538

589

Prepayments

284

252

3,574

3,198

Long term debtors (amounts falling due after one year)
Mortgages
Housing Associations
Charge on property re section 189 works

12
14
104

6
14
109

Total long-term debtors

130

129

3,704

3,327

Net Council Tax payers
Housing rents
Less impairment allowances for bad and doubtful debts
Net Housing rents
Housing benefit overpayments
Less impairment allowances for bad and doubtful debts

Net total short-term debtors

Total debtors
16

31/03/13
£000s

INVENTORIES
The inventories amount included on the Balance Sheet on page 22 consists of the following items,
with equivalent figures for the previous year on the following page:
Inventory item

Franking machine balance
Recycling sacks/caddy liners for sale
Miscellaneous other inventories
Total Inventories

Stock at
01/04/12

Purchases
in 2012/13

£000s

£000s

Recognised
as expenses
in 2012/13
£000s

Stock at
31/03/13
£000s

2
2
7

56
147
9

(57)
(105)
(15)

1
44
1

11

212

(177)

46
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Inventory item

17

Stock at
01/04/11

Purchases
in 2011/12

£000s

£000s

Recognised
as expenses
in 2011/12
£000s

Stock at
31/03/12
£000s

Franking machine balance
Recycling sacks/caddy liners for sale
Miscellaneous other inventories

1
38
6

52
59
11

(51)
(95)
(10)

2
2
7

Total Inventories

45

122

(156)

11

CREDITORS
The long term and short term creditors total on the Balance Sheet on pages 22 and 23 consists of
the following amounts:
Creditor category

31/03/12
£000s

31/03/13
£000s

Government departments
HM Revenue and Customs (HMRC)
Essex County Council (ECC) and other Local Authorities
Council Tax payers
Housing rents
Sundry creditors (note 1)
Accumulating compensating absences

39
162
933
84
76
2,318
123

507
157
676
64
67
3,030
99

Total Creditors

3,735

4,600

Note 1 - all creditors are due within 12 months, with the exception of £130k of sundry creditors as
at 31 March 2013 which are due after 12 months and are accordingly classified as long term on the
Balance Sheet.
18

REVENUE AND CAPITAL GRANTS RECEIPTS IN ADVANCE
This account records those grants received or receivable, but which have outstanding conditions
which have not yet been met. The closing balance reported on the Balance Sheet on page 22 is
made up of the following amounts:
Grant item

31/03/12
£000s

31/03/13
£000s

Revenue Grants
Veolia - Westwood
Essex County Council (ECC) - Essex Family Innovation Fund grant

15
79

15
105

Total Revenue grants receipts in advance

94

120

0

65

8

0

93

88

Total Capital grants receipts in advance

101

153

Overall total grants receipts in advance

195

273

Capital Grants
Homes and Community Agency (HCA) & ECC - Regeneration
projects
Department for Environment, Food and Rural Affairs (Defra) Contaminated Land grant
East of England Regional Assembly (EERA) - Thames Gateway
South East Partnership - Decent / Warm / Healthy Homes grant
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19

POST-EMPLOYMENT BENEFITS AND NET PENSION LIABILITY
19.1 - Participation in pension schemes
As part of the terms and conditions of employment of its employees, the Council offers postemployment, or retirement, benefits. Although these benefits will not actually be payable until the
employees retire, the Council has a commitment to make future payments which need to be disclosed
at the time that employees earn their future entitlement.
The Council participates in the Local Government Pension Scheme (LGPS), administered locally
by Essex County Council (ECC). This is a funded defined benefit final salary scheme, meaning that
both the Council and its employees pay contributions into a fund, calculated at a level intended to
balance the pension fund’s liabilities with it’s investment assets over the long term.
19.2 - Transactions relating to post-employment benefits
The Council recognises the cost of post-employment benefits in the (Surplus) / Deficit on the
Provision of Services in the Comprehensive Income and Expenditure Statement (CI&ES) when they
are earned by employees, rather than when the benefits are eventually paid as pensions. However,
the charge the Council is required to make against Council Tax is based on the cash payable in
the year, so the real cost of post-employment benefits is reversed out through the Movement in
Reserves Statement (MIRS).
The following transactions have been made in the CI&ES and MIRS during each year:
2011/12
£000s

2012/13
£000s

Comprehensive Income and Expenditure Statement
Net Cost of Services:
•• Current service cost
•• Curtailment costs

938
97

1,145
243

Financing and Investment Income and Expenditure:
•• Expected return on assets
•• Interest on pension liabilities

(3,034)
3,801

(2,611)
3,605

Other Comprehensive Income and Expenditure:
•• Actuarial (gains) / losses on pension fund assets and liabilities

10,102

4,299

Net charge to the CI&ES

11,904

6,681

(1,802)

(2,382)

1,877

1,971

Movement in Reserves Statement
Reversal of net charges made for post-employment benefits in
accordance with IAS 19
Employer’s contributions payable to the scheme
Net adjustment in the Movement in Reserves Statement

75

(411)

The cumulative amount of actuarial losses recognised since 2006/07 is £24.703m.
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19.3 - Assets and liabilities in relation to post-employment benefits
19.3.1 - Reconciliation of present value of the scheme liabilities

Balance as at 1 April
Current service costs
Interest cost
Contributions by scheme participants
Actuarial (gains) / losses on liabilities
Benefits paid
Curtailments

2011/12
£000s

2012/13
£000s

69,608

79,863

938
3,801
362
7,572
(2,515)
97

Balance as at 31 March

1,145
3,605
344
7,258
(3,728)
243

79,863

88,730

The present value of scheme liabilities comprises £85.872m (£77.006m in 2011/12) arising from
plans that are wholly or partly funded and £2,858k (£2,857k in 2011/12) from plans that are wholly
unfunded.
19.3.2 - Reconciliation of fair value of the scheme assets
2011/12
£000s

2012/13
£000s

Balance as at 1 April

45,188

45,416

Expected rate of return
Actuarial gains / (losses) on assets
Employer contributions
Contributions by scheme participants
Benefits paid

3,034
(2,530)
1,877
362
(2,515)

2,611
2,959
1,971
344
(3,728)

Balance as at 31 March

45,416

49,573

The expected return on scheme assets is determined by considering the expected returns available
on the assets underlying the current investment policy. Expected yields on fixed interest investments
are based on gross redemption yields as at the Balance Sheet date. Expected returns on equity
investments reflect long-term real rates of return experienced in the respective markets.
The actual investment gain on scheme assets in the year was 12% (1.1% gain in 2011/12).
19.4 - Scheme history
2008/09
£000s

2009/10
£000s

2010/11
£000s

2011/12
£000s

2012/13
£000s

Present value of liabilities
Fair value of assets

(55,305)
33,867

(72,949)
44,786

(69,608)
45,188

(79,863)
45,416

(88,730)
49,573

Scheme deficit

(21,438)

(28,163)

(24,420)

(34,447)

(39,157)
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The scheme deficit, or liability, shows the underlying commitment that the Council has in the long
run to pay future post-employment benefits. The net liability of £39.157m as at 31 March 2013 has
a substantial impact on the net worth of the Council recorded in the Balance Sheet, as shown on
page 23.
Statutory arrangements for funding the deficit mean that the financial position of the Council remains
healthy. The deficit on the pension scheme will be made good by increased contributions over the
remaining working life of employees, as assessed by the scheme actuary.
The pension fund is reviewed tri-annually. The most recent review was undertaken during 2010/11,
which provided a valuation of the fund as at 1 April 2010. This valuation was effective for contributions
payable to the scheme from 1 April 2011. The next revaluation will take place during 2013/14 and will
be effective from 1 April 2014.
The total employer contributions expected to be made to the pension scheme by the Council in the
year to 31 March 2014 is estimated at £1.995m.
19.5 - Basis for estimating assets and liabilities
Liabilities have been assessed on an actuarial basis using the projected unit method, i.e. an estimate
of the pensions that will be payable in future years dependent on assumptions about mortality rates,
salary levels, etc. The ECC Pension Fund liabilities have been assessed by Barnett Waddingham,
an independent firm of actuaries who replaced the previous actuary Mercer Limited, in April 2011.
Estimates for the ECC Pension Fund are based on the latest full valuation of the scheme as at 1 April
2010, amended for updated expectations in subsequent years.
The principal assumptions used by the actuary were as shown in the following table:
2011/12
%

2012/13
%

Long-term expected rate of return on assets in the scheme
•• Equity
•• Government bonds
•• Other bonds
•• Property
•• Cash / liquidity
•• Alternative Assets

6.4
3.3
4.6
5.4
0.5
n/a

6.1
3.0
4.1
5.1
0.5
6.1

Rate of RPI inflation
Rate of CPI inflation
Rate of increase in salaries
Rate of increase in pensions
Rate for discounting scheme liabilities
Take-up of option to convert annual pension into retirement lump sum

3.3
2.5
4.3
2.5
4.6
50

3.3
2.5
4.3
2.5
4.1
50

2011/12
Years

2012/13
Years

22.7
25.3

22.7
25.3

24.1
26.8

24.2
26.9

Mortality assumptions
•• Longevity at 65 for current pensioners
oo Men
oo Women
•• Longevity at 65 for future pensioners
oo Men
oo Women
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Assets in the ECC Pension Fund are valued at fair value, (principally market value, and bid value
for investments) and consist of the following categories, by proportion to the total assets held by the
fund:
Asset Category

Fair value
31/03/12
£000s
%

Fair value
31/03/13
£000s
%

Equities
Government bonds
Other bonds
Property
Cash / liquidity
Alternative Assets

31,791
1,817
4,542
6,358
908
0

70
4
10
14
2
0

31,726
3,470
3,966
5,949
1,983
2,479

64
7
8
12
4
5

Total Assets

45,416

100

49,573

100

19.6 - History of experience for gains and losses
The actuarial gains identified as movements on the Pension Reserve in 2011/12 can be analysed into
the following categories, measured as a percentage of assets or liabilities at 31 March each year:
2008/09
£000s
%

2009/10
£000s
%

2010/11
£000s
%

2011/12
£000s
%

2012/13
£000s
%

Differences between the expected and actual gains / (losses) on assets:
(12,135)

(35.8)

9,568

21.4

(1,623)

(3.6)

(2,530)

(5.6)

2,959

6.0

(7,258)

(8.2)

Differences between actuarial assumptions about liabilities and actual experience:
12,463

22.5

(15,571)

(21.3)

1,883

2.7

(7,572)

(9.5)

Total gains / (losses):
328

(6,003)

260

(10,102)

(4,299)

Further information can be found in Essex County Council’s Pension Fund Annual Report, which
is available on the Essex County Council website (www.essexcc.gov.co.uk) or upon request from
Essex County Council, Strategic Finance, PO Box 11, County Hall, Chelmsford, Essex, CM1 1LX,
(telephone 01245 431412; e-mail pensions.investments.web@essexcc.gov.uk).
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20

FINANCIAL INSTRUMENTS
20.1 - Nature of Financial instruments, and Financial instruments balances
A Financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another, and is settled in exchange for cash or cash equivalents. For
the Council this means that all borrowings and investments, trade payables and receivables (debtors
and creditors), cash and overdrafts are recognised as financial instruments. Statutory amounts that
do not arise under contracts are not accounted for as financial instruments. This includes amounts
such as council tax debt, National Insurance and VAT.
The assets and liabilities disclosed in the Balance Sheet are made up of the following categories of
financial instruments:
Non-Current (Long Term)
31/03/12
31/03/13
£000s
£000s

Current (Short Term)
31/03/12
31/03/13
£000s
£000s

Borrowings (including accrued
interest) at amortised cost
Borrowings re HRA reform
Finance lease liabilities
Creditors

7,325

5,325

128

2,128

36,451
205
0

36,451
150
130

9
60
2,430

358
55
3,005

Total liabilities

43,981

42,056

2,627

5,546

Short term investments
Cash and cash equivalents
Debtors

0
0
130

0
0
130

10,406
1,147
1,948

12,204
1,749
1,954

Total Assets

130

130

13,501

15,907

Under accounting requirements the financial instrument value as shown in the Balance Sheet
includes the principal amount borrowed plus accrued interest. Accrued interest of £485k (£137k at 31
March 2012), although relating to long-term and current liabilities, is due within one year. An analysis
of the maturity profile of borrowing is shown in note 20.5.5.
20.2 - Financial instruments income, expense, gains and losses
The gains and losses recognised in the Comprehensive Income and Expenditure Statement in
relation to financial instruments are made up as follows:
Financial Liabilities
measured at amortised cost
2011/12
2012/13
£000s
£000s
Interest expense, including interest on finance leases
Commission on PWLB loans

(439)
(13)

(1,496)
0

Total interest payable and similar charges for the year

(452)

(1,496)

Financial Assets
Loans and receivables
2011/12
2012/13
£000s
£000s
Interest income

97

77

Total interest and investment income for the year

97

77
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20.3 - Fair value of Assets and Liabilities carried at Amortised Cost
Financial Assets and Liabilities are carried on the Balance Sheet at amortised cost. Their fair value
can be assessed by calculating the present value of the cash flows that will take place over the
remaining term of the instruments, using the following assumptions:
•• For loans from the Public Works Loan Board (PWLB) and other loans payable, premature
repayment rates from PWLB have been applied to provide the fair value under PWLB debt
redemption procedures.
•• No early repayment or impairment is recognised.
•• Where an instrument will mature in the next 12 months, carrying amount is assumed to approximate
the fair value, and is taken to be the principal outstanding plus accrued interest.
•• The fair value of trade debtors and creditors is taken to be the invoiced or billed amount.
•• Cash and cash equivalent assets are held without notice, and therefore fair value and carrying
value are the same.
Details of carrying amount and fair value are shown below:
Interest rates
%
PWLB debt (borrowing)
PWLB debt (borrowing) re HRA
Finance leases liability

3.7 - 9.375
2.31 - 3.49

Carrying Amount
31/03/13
£000s

Fair Value
31/03/13
£000s

7,453
36,809
205

8,566
40,035
205

44,467

48,806

3,135

3,135

Total financial liabilities

47,602

51,941

Short term investments
Long term debtors
Trade debtors
Cash and cash equivalents

12,204
130
1,954
1,749

12,204
130
1,954
1,749

Total financial assets

16,037

16,037

Total debt
Creditors

Interest rates
%
PWLB debt (borrowing)
PWLB debt (borrowing) re HRA
Finance leases liability

3.7 - 9.375
2.31 - 3.49

Carrying Amount
31/03/12
£000s

Fair Value
31/03/12
£000s

7,453
36,460
264

8,606
37,840
264

44,177

46,710

2,431

2,431

Total financial liabilities

46,608

49,141

Short term investments
Long term debtors
Trade debtors
Cash and cash equivalents

10,406
130
1,948
1,147

10,406
130
1,948
1,147

Total financial assets

13,631

13,631

Total debt
Creditors
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The figures quoted for debtors and creditors exclude statutory amounts such as Council Tax and
also prepayments and receipts in advance.
The Council’s portfolio of loans includes a number of fixed rate loans which were taken out when
interest rates were higher than those available for similar loans at the Balance Sheet date. Should
the Council wish to settle these loans earlier than current terms, a premium or penalty charge would
be payable to the lender. Conversely, where the Council has loans with rates lower than current
market rates, earlier settlement of these will attract a discount. The net effect of these factors has
resulted in a higher fair value amount for financial liabilities.
All investments and receivables are shown at amortised cost which is the same as the fair value as
they are all short term. The carrying amount includes accrued interest.
20.4 - Analysis of investments
The Council had surplus funds of £12.2m as at 31 March 2013 (£10.4m as at 31 March 2012),
invested as shown below, as well as £48 in UK Government Consolidated Loan Stock:
Category

Organisation

£000s

Money Market Funds:

BlackRock Sterling Liquidity First Fund
Goldman Sachs Sterling Liquid Resources Fund
HSBC Sterling Liquidity Fund
Insight Sterling Liquidity Fund
JP Morgan Sterling Liquidity Fund

Total

3,000
3,000
500
3,000
2,700
12,200

The carrying and fair value amounts for investments are higher than the principal amount due to
the inclusion of accrued interest of £4k (£6k at 31 March 2012) which is not reflected in the above
amounts. The above list excludes the Co-operative bank call account and other bank call accounts,
as these are recorded within cash and cash equivalents.
20.5 - Disclosure of nature and extent of risk arising from financial instruments
20.5.1 - Key risks
The Council’s activities expose it to a variety of financial risks. The key risks are:
•• Credit risk - the possibility that other parties might fail to pay amounts due to the Council.
•• Liquidity risk - the possibility that the Council might not have funds available to meet its commitment
to make payments.
•• Re-financing risk - the possibility that the Council might be required to renew a financial instrument
on maturity at disadvantageous interest rates or terms.
•• Market risk - the possibility that financial loss might arise for the Council as a result of changes
in interest rates.
20.5.2 - Overall procedures for managing risk
The Council’s overall risk management procedures focus on the unpredictability of financial markets,
and implementing restrictions to minimise these risks. The procedures for risk management are set
out through a legal framework in the Local Government Act 2003 and the associated regulations.
These require the Council to comply with the CIPFA Prudential Code, the Treasury Management
in the Public Services Code of Practice and Investment Guidance issued by Government. Overall
these procedures require the Council to manage risk in the following ways:
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•• By formally adopting the requirement of the Code of Practice.
•• By the adoption of a Treasury Policy Statement and treasury management clauses within its
financial regulations and constitution.
•• By approving annually in advance, prudential indicators for the following three years limiting:
oo the Council’s overall borrowing;
oo its maximum and minimum exposure to fixed and variable rates;
oo its maximum and minimum exposure to the maturity structure of its debt;
oo its maximum annual exposure to investments beyond a year.
•• By approving an Investment Strategy for the forthcoming year setting out its criteria for both
investing and selecting investment counterparties in compliance with the Government guidance.
These are required to be reported and approved at or before the Council’s annual Council Tax setting
meeting or before the start of the year to which they relate. These items are reported with the Annual
Treasury Management Strategy which outlines the approach to managing risk in relation to the
Council’s financial instrument exposure. Actual performance is also reported annually to Members.
The 2012/13 Treasury Management Strategy included sections on:
•• Definition of Treasury Management;
•• The prospects for interest rates;
•• Current debt position;
•• Borrowing strategy and objectives - additional borrowing may be taken if it will improve the
Council’s overall financial position;
•• Borrowing maturity structure;
•• Limits of fixed and variable rate exposure;
•• Interest rate sensitivity.
The 2012/13 Investment Strategy included sections on:
•• Investment principles - security, liquidity and yield;
•• Specified and non-specified investments;
•• Security of capital and the use of credit ratings;
•• Banking crisis - temporary guidance;
•• Table of minimum credit ratings for counterparties.
These policies are implemented by the Financial Services Unit. The full documents for 2012/13 are
available on request and the equivalent Strategies for 2013/14 can be found on the Council’s website
in the Strategies/Policies section: http://www.castlepoint.gov.uk/Council Strategies and Policies
The Council maintains written principles for risk management, as well as written policies covering
specific areas, such as interest rate risk, credit risk and the investment of surplus cash through
Treasury Management Practices. The Treasury Management Practices are a requirement of the
Code of Practice and are regularly reviewed.
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20.5.3 - Credit risk
Credit risk arises from deposits with banks and financial institutions, as well as credit exposures to
the Council’s customers. Deposits are not made with banks and financial institutions unless they
meet the minimum requirements of the investment criteria outlined in the procedures referred to
above.
This risk is minimised through the Annual Investment Strategy, which requires that deposits are not
made with banks and other institutions unless they meet identified minimum criteria. The Annual
Investment Strategy also imposes a maximum amount and time to be invested with a financial
institution in each category.
The credit criteria in respect of financial assets held by the Council are detailed below:
Financial Asset
Category

Criteria

Maximum Investment
£
% of total
investments

Debt Management Agency
Deposit Facility

Agency of UK Government

No limit

No limit

Deposits with Local
Authorities

High quality as either directly
invested or via agencies of UK
Government (Local Authorities
are not specifically credit rated)

5,000,000

33

Term deposits with
institutions guaranteed by
AAA rated governments

AAA rated by all three main
ratings agencies

5,000,000

33

Money Market Funds

AAA rated by any two of the
three main ratings agencies

5,000,000

33

Term deposits with Banks
and Building Societies

Fitch ratings long term AA-,
short term F1+, (lowest common
denominator of the three main
ratings agencies)

5,000,000

33

Forward deals with Banks
and Building Societies less
than one year

Fitch ratings long term AA-,
short term F1+, (lowest common
denominator of the three main
ratings agencies)

5,000,000

33

Non specified investment Co-op Call Account

Funds are repayable on demand.
If ratings are downgraded then
a lower limit and / or alternative
accounts or investments will be
considered

4,000,000

25

Customers are assessed taking into account their financial position, past experience and other
factors, with individual credit limits being set in accordance with internal ratings and parameters set
by the Council.
The analysis on the following page summarises the Council’s potential maximum exposure to credit
risk, based on experience of default assessed by the ratings agencies and the Council’s experience
over the last ten financial years, adjusted to reflect current market conditions.
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The Authority’s maximum exposure to credit risk in relation to its investments in banks and building
societies of £1.97m, AAA rated money market funds and other counterparties of £12.20m cannot
be assessed generally as the risk of any institution failing to make interest payments or repay the
principal sum will be specific to each individual institution. Recent experience has shown that it is
rare for such entities to be unable to meet their commitments. A risk of non-recovery applies to all
of the Council’s deposits, but there was no evidence at the 31 March 2013 that this was likely to
crystallise.
The BBB-rated investments comprise cash held for the Council’s daily cash requirements with the
Council’s own bank, which is the Co-operative Bank plc. No breaches of the Council’s counterparty
criteria occurred during the year and the Council does not expect any losses from non-performance
by any of the counterparties in relation to deposits. Whilst the current credit crisis in international
markets has raised the overall possibility of default the Council maintains strict credit criteria for
investment counterparties. The amount for customers excludes impairment allowances for bad debts.
Amount at Historical
Market
Estimated
31 March experience conditions maximum
2013
of default adjustment exposure
at 31/03/13 to default
31/03/13
£000s
%
%
£000s
AAA rated counterparties
AA rated counterparties
A rated counterparties
BBB rated counterparties

Estimated
maximum
exposure
to default
31/03/12
£000s
Restated

12,200
0
0
1,970

0.000%
0.017%
0.094%
0.230%

0.000%
0.017%
0.094%
0.230%

0
0
0
4

0
0
1
0

Government and Local
Authorities

1,407

0.000%

0.000%

0

0

Customers

2,385

6.310%

6.310%

150

132

17,962

0.008%

0.008%

154

133

Total

The total gross debtors included in the Balance Sheet before provisions for bad debts is £4,315k,
as detailed in note 15 on page 81. After excluding debtors relating to Council Tax income of £272k,
and payments in advance of £251k the total debtors relating to financial instruments is £3,792k.
This comprises Government and Local Authority debtors of £1,407k and customers of £2,385k, as
shown above. The Council has made an impairment allowance of £803k against the total customers’
amount for potential bad debts.
The Council does not normally allow credit for its customers, however £1,847k of the £2,385k shown
in the above table is past its due date. The Council actively pursues all debtors in accordance with
its debt management policy and does not write debt off until it has exhausted all options for recovery.
The Council regularly reviews its levels of debt, which includes considering the adequacy of its
impairment allowance for bad debts. The past due amount that is not impaired can be analysed by
age as follows:
31/03/12
31/03/13
£
£
Less than three months
Three to six months
Six months to one year
More than one year

231
124
146
488

266
115
166
497

Total

989

1,044

During the year the Council held no collateral as security.
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20.5.4 - Liquidity risk
The Council manages its liquidity position through the risk management procedures above (the
setting and approval of prudential indicators and the approval of the Treasury and Investment
Strategy reports), as well as through cash flow management procedures required by the Code of
Practice. This seeks to ensure that cash is available when needed.
The Council has ready access to borrowings from the Money Markets to cover any day to day cash
flow need and whilst the PWLB provides access to longer terms funds, it also acts as a lender
of last resort to councils. The Council is also required to provide a balanced budget by the Local
Government Finance Act 1992, which ensures that sufficient monies are raised to cover annual
expenditure. There is therefore no significant risk that it will be unable to raise finance to meet its
commitments under financial instruments.
20.5.5 - Re-financing and maturity risk
The Council maintains a debt and investment portfolio. Whilst the cash flow procedures above are
considered against the refinancing risk procedures, longer term risk to the Council relates to managing
exposure to replacing financial instruments as they mature. This risk relates to the maturing of longer
term financial liabilities.
The approved prudential indicator limits for the maturity structure of debt, and the limits on investments
placed for greater than one year are key parameters used to address this risk. The Council approved
Treasury and Investment Strategies address the main risks and the Financial Services Unit addresses
the operational risks within the approved parameters.
The maturity analysis of loans, including finance lease liabilities, by value and percentage, is as
follows:
Maturity term

31/03/12
£000s

31/03/13
£000s

Less than one year
Between one and two years
Between two and five years
Between five and ten years
More than ten years

196
2,055
225
7,000
34,701

2,540
134
91
7,000
34,701

Total

44,177

44,466

Actual
31/03/13
(Cumulative)
%

Approved
Maximum
Upper Limit
(Cumulative)
%
50
50
60
80
100

Actual
31/03/13
%
Less than one year
Between one and two years
Between two and five years
Between five and ten years
More than ten years

6
0
0
16
78

6
6
6
22
100

100
All other payables are due to be paid in less than one year, and the Council does not hold any
investments greater than one year.
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20.5.6 - Market risk
Interest rate risk
The Council is exposed to interest rate movements on its investments and on any future borrowings
or rescheduling of existing borrowings. Movements in interest rates have a complex impact on the
Council, depending on how variable and fixed interest rates move across differing financial instrument
periods. For instance a rise in variable and fixed interest rates would have the following effects:
•• borrowing at variable rates - the interest expense charged to the Surplus or Deficit on the Provision
of Services on the Comprehensive Income and Expenditure Statement will rise;
•• borrowing at fixed rates - the fair value of the borrowing liability will fall;
•• investments at variable rates - the interest income credited to the Surplus or Deficit on the
Provision of Services on the Comprehensive Income and Expenditure Statement will rise;
•• investments at fixed rates - the fair value of longer term assets will fall.
Borrowings are not carried at fair value on the Balance Sheet, so nominal gains and losses on
fixed rate borrowings would not impact on the Comprehensive Income and Expenditure Statement.
However, changes in interest payable and receivable on variable rate borrowings and investments will
be allocated to the Comprehensive Income and Expenditure Statement and will affect the General
Fund Balance.
The Annual Treasury Management Strategy brings together the Council’s prudential indicators and
its expected treasury operations, including an expectation of interest rate movements. From this
strategy a prudential indicator is set which provides maximum limits for fixed and variable interest
rate exposures. The Financial Services Unit will monitor market and forecast interest rates within the
year to adjust exposure appropriately.
If all interest rates had been 1% higher with all other variables held constant, the financial effect
would be:
2011/12
£000s

2012/13
£000s

Increase in interest payable on variable rate borrowings
Increase in interest receivable on variable rate investments

0
144

0
171

Impact on Comprehensive Income and Expenditure Statement

144

171

The impact of a 1% fall in interest rates would be as above but with the movements being reversed.
Price risk
The Council does not invest in equity shares. It therefore has no exposure to risk arising from
movement in prices.
Foreign exchange risk
The Council has no financial assets or liabilities denominated in foreign currencies. It therefore has
no exposure to loss arising from movements in exchange rates.
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RECONCILIATION OF COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT
(SURPLUS) / DEFICIT ON THE PROVISION OF SERVICES TO NET CASH FLOW FROM
OPERATING ACTIVITIES
The following table shows how the (Surplus) / Deficit on the Provision of Services, as reported on the
Comprehensive Income and Expenditure Statement on page 21, is reconciled to the Net Cash Flow
from Operating Activities on the Cash Flow Statement, on page 24:
2011/12
£000s
£000s
Comprehensive Income and Expenditure
Statement - (Surplus) / Deficit on the
Provision of Services
Non-cash transactions
Depreciation, revaluation and impairment of
non-current (long term) assets
Depreciation on HRA dwellings & garages
Fair value on Investment Properties
adjustment
Net gain / (loss) on disposal / derecognition
of assets
Movement in pension reserve

2012/13
£000s
£000s

35,239

770

(902)

(1,114)

(1,143)
(107)

(1,110)
13

(1,016)

(2,355)

75

(411)
(3,093)

Items on an accruals basis
Increase / (decrease) in inventories
Increase / (decrease) in debtors
(Increase) / decrease in creditors and
provisions

(33)
(1,069)
806

(4,977)
35
(652)
(313)

(296)
Items included in another classification
in the cash flow statement on an
accruals basis
Capital Grants and contributions
Expenses on Investment Properties
Rental income from Investment Properties
Collection Fund accounted for by major
preceptors and Central Government

395
(135)
209
(156)

0
(7)
212
306
313

Net cash (inflow) / outflow from Operating Activities
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ANALYSIS OF CASH AND CASH EQUIVALENTS
The Cash and Cash Equivalents amount on the Cash Flow Statement and Balance Sheet consists
of the following items:
Cash and Cash Equivalent elements

31/03/12
£000s

Petty Cash floats held by the Council
Co-operative Bank Current Accounts: Net credit balance / (Overdraft)

4
108

31/03/13
£000s
3
(226)

Co-operative Bank Call Account credit balance

1,035

1,972

Total Cash and Cash Equivalents as at 31 March

1,147

1,749

The Council holds other investments which are available on demand, principally funds invested
in Sterling Money Market Funds. However, these are used for investing purposes and to ensure
security of funds, and are not used for day to day cash management operations. As such they are
not reported as part of cash and cash equivalents. Further information can be found in note 20 to the
core financial statements, Financial Instruments, on pages 87 to 94, and policy note AP5, Cash and
Cash Equivalents, on page 30.
23

COLLECTION FUND - AGENCY ARRANGEMENTS
The accounts reflect that the Council is acting as an agent on behalf of the major precepting
authorities for the collection of Council Tax, and Central Government for the collection of National
Non-Domestic Rates (NNDR). As a result the following adjustments are reported within Financing
Activities on the Cash Flow Statement:
•• For Council Tax the difference between the major preceptors’ share of the net cash collected,
the net cash paid to major preceptors and settlement of previous years surplus/deficit on the
Collection Fund. This is calculated by removing the relevant debtor, creditor and Collection Fund
balances relating to the major preceptors; and
•• For NNDR the difference between the cash received from NNDR Rate receipts and the payments
to the central NNDR pool.
The relevant amounts are shown in the table below. Further information is disclosed in policy note
AP6, Collection Fund - Agency Arrangements, on pages 30 and 31.
Cash and Cash Equivalent elements

31/03/12
£000s

Movement during the year on major preceptors share of:
•• Council Tax debtors in arrears
•• Council Tax provision for bad debts
•• Council Tax creditors for prepayments
•• Council Tax Collection Fund balance
Total for Collection Fund Adjustment: Council Tax relating to
major preceptors
NNDR payments made to Central Government pool
NNDR receipts from NNDR payers
Total for Collection Fund Adjustment: National Non-Domestic
Rates relating to Central Government.
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31/03/13
£000s

90
(72)
6
404

42
(43)
115
206

428

320

13,407
(13,678)
(271)

13,618
(14,244)
(626)
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EVENTS AFTER THE BALANCE SHEET DATE
Events after the Balance Sheet Date are accounted for in accordance with Accounting Policy AP10,
as shown on page 33. The audited financial statements were signed and authorised for issue by
25 September 2013 by the Head of Resources, the Council’s responsible financial officer. This
establishes the date after which events have not been recognised in the Statement of Accounts. The
Council has one non-adjusting event after the Balance Sheet date to report, arising from changes
in legislation:
Non Adjusting event - Business rates reform
The Local Government Finance Act 2012 introduced a business rates retention scheme that enables
local authorities to retain a portion of the business rates generated in their area.
These arrangements came into effect from 1 April 2013. As part of this process each local authority
will assume the liability for refunding ratepayers who have successfully appealed against the rateable
value of their properties on the rating list. This will include amounts that were paid over in respect of
2012/13 and prior years to Central Government. From 1 April 2013 the Council will need to make a
provision for their share of this liability. The Council estimates that its share (40%) of the estimated
portion of outstanding appeals as at 31 March 2013 that will be successful is approximately £171k. It
is expected that legislation will enable the cost of any successful appeals for 2012/13 and prior years
to be spread over 5 financial years from 2013/14 to 2017/18.

25

PROVISIONS, CONTINGENT ASSETS AND CONTINGENT LIABILITIES
Provisions, contingent assets and contingent liabilities are accounted for in accordance with
Accounting Policy AP25, Provisions, and Contingencies, as shown on page 46.
25.1 - Provisions
The Council has made a provision in 2012/13 of £114k in relation to an initial levy triggered under
the Scheme of Arrangement (SOA) for Municipal Mutual Insurance (MMI), as described in Note
25.3 below. As at 31 March 2013 no payments had been made and the full balance of this provision
appears under Current Liabilities on the Balance Sheet.
25.2 - Contingent Assets
The Council has no contingent assets to report as at 31 March 2013.
25.3 - Contingent Liabilities
The Council has the following contingent liabilities to report as at 31 March 2013:
•• The Council has undertaken a great deal of work around pay harmonisation and single status
including undertaking post comparisons etc. A full job evaluation exercise as required by the
2004 National Agreement has not been undertaken and there is no information available that can
be used to form a view on the estimated future likely cost that the Council could face. The risk of
a claim being made against the Council and / or the financial implications arising through such a
claim is not considered significant.
•• Currently there are court cases and also disputes with contractors where the Council may take
or defend legal action which may give rise to costs depending on the outcome.
•• The Council signed agreements with the Homes and Communities Agency (HCA) in March 2010
in order to secure funding in relation to projects for the regeneration of Hadleigh and Canvey
Island Town Centres. Failure to meet future regeneration targets could result in some of the
funding becoming repayable to the HCA.
•• Following the dispute between the Environmental Information Regulations and the Local Land
Charge Fee Regulations over the application of charges for some information provided as part of
the Council’s land search service, the Council disputes claims for refunds of charges previously
levied, and the issue remains unresolved. It is not certain what amount might have to be met from
the Council’s General Fund balance.
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•• In September 1992 Municipal Mutual Insurance (MMI) went into receivership. Zurich took over the
vast majority of MMI’s staff and renewal business and changed their name to Zurich Municipal.
Zurich did not however take over MMI’s residual liabilities and therefore Castle Point Borough
Council along with other major creditors, agreed to a Scheme of Arrangement (SOA), under
s425 of the Companies Act 1985. This became effective in January 1994. A Supreme Court
judgement was handed down in March 2012 and found against MMI in respect of the Employer
Liability Policy Trigger Litigation for cases of negligent exposure to asbestos. In November 2012
the SOA was triggered by the MMI board of directors as it was no longer foreseen that a solvent
run-off of MMI would be achieved and that Councils would not be required to contribute. The
Council’s maximum exposure is £456k. It is expected that an initial levy payment will be required
to be made in 2013/14. The amount is expected to be at least 15% and the Council has made
a provision of 25%, i.e. £114k, as reported in Note 25.1 above. Any subsequent repayments
that may be required remain subject to substantial uncertainty. The Council has set aside an
earmarked reserve for the remaining 75%, i.e. £342k, as shown in Note 2.1 on page 52, to cover
any potential further payments.
26

EFFECT OF STATUTORY CHANGES IN ACCOUNTING POLICIES APPLICABLE FOR THE
2012/13 ACCOUNTS
The only statutory change to accounting standards that has been introduced in the 2012/13 Code
of Practice relates to amendments to reporting disclosures for IFRS 7 Financial Instruments. These
changes relate to evaluating the risk of exposures relating to transfers of financial assets. However
the Council does not carry out any transactions of this nature. This means that there are no restated
amounts for 2011/12 and no restated third Balance Sheet as at 1 April 2011 in these Accounts.

27

ACCOUNTING STANDARDS ISSUED BUT NOT YET ADOPTED
The Council is required to disclose information on the impact of a change in accounting policy that
will be required by an accounting standard that has been issued but not yet adopted. This applies to
accounting standards that come into effect for financial years commencing on or before 1 January
of the financial year in question (i.e. 1 January 2013 for the 2012/13 financial year). The applicable
standards are as follows:
27.1 - Amendments to IAS 19 - Employee Benefits
27.1.1 - Termination Benefits
There are changes to the point at which the Council must recognise termination benefits. Primarily
this means that termination benefits should now be recognised at the earlier of:
•• The point at which they have been accepted by the relevant employees and can no longer be
withdrawn, or:
•• When recognising costs for restructuring that involves the payment of termination benefits.
Previously recognition was at the point at which the Council was demonstrably committed to provide
termination benefits. There are no adjustments required to the amounts included in the 2012/13
accounts, disclosed in note 8 on pages 60 to 61, as all benefits included in that note had already
been incurred by 31 March 2013 and there were no further benefits outstanding at that date under
either the old or new recognition criteria.

Statement of Accounts 2012/13

Page 98

NOTES TO THE CORE FINANCIAL STATEMENTS:
Other Notes to the Core Financial Statements
27.1.2 - Post Employment Benefits
A number of changes have been made to the measurement and recognition of post employment
benefits. These include:
•• Removal of the expected return on assets, to be replaced by a net interest cost comprising
interest income on the assets and interest expense on the liabilities, which are both calculated
with reference to the discount rate;
•• Some consolidation of items previously charged as separate amounts to the Surplus or Deficit
on Provision of Services. A single category of Service Cost now includes what was previously
charged separately as Current Service Cost, Past Service Cost, Curtailments and Settlements.
•• Administration expenses are now accounted for within the Surplus or Deficit on Provision of
Services; previously these were deducted from the actual and expected returns on assets.
•• The pension actuary has provided amounts for the Comprehensive Income and Expenditure
Statement (CI&ES) if the IAS19 amendments had been effective for 2012/13. These are compared
below to the current 2012/13 amounts, as included in Note 19 on pages 83 to 86, along with
the estimated impact on the Movement in Reserves Statement which has been derived from
the CI&ES amounts provided. The actuary has advised that there is no change to the Balance
Sheet liability as the increased Finance cost charged to the CI&ES will be offset by a gain under
remeasurements.
2012/13
£000s

2012/13
revised
IAS19
£000s

Comprehensive Income and Expenditure Statement:
Current Service Cost
Curtailment Cost
Service Cost
Administration Expenses
Expected Return on Assets
Interest on Pension Liabilities
Net Interest on the Defined Liability (Asset)

1,145
243
0
0
(2,611)
3,605
0

0
0
1,388
11
0
0
1,548

Net total reported in Surplus / Deficit on Provision of Services

2,382

2,947

Movement in Reserves Statement:
Net IAS19 Adjustment
28

(411)

(976)

CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES
In applying the accounting policies set out on pages 28 to 47, the Council’s officers have made
certain judgements about complex transactions or those involving uncertainty around future events.
The judgements made in the Statement of Accounts include, but are not limited to, the following:
•• There is a continuing high degree of uncertainty about future levels of funding for local government.
However the Council has determined that this uncertainty is not sufficient to provide an indication
that the Council’s assets might be impaired, for example as a result of a need to close facilities
and reduce levels of service provision.
•• The Council has estimated the likelihood of having to make payment under the Municipal Mutual
Insurance receivership case described in the preceding notes, and has classified this between
provisions and contingent liabilities.
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Other Notes to the Core Financial Statements
29

FUTURE ASSUMPTIONS AND OTHER MAJOR SOURCES OF ESTIMATION UNCERTAINTY
The Statement of Accounts contains estimated figures that are based on assumptions made by
the Council about the future that are uncertain. Estimates are made taking into account historical
experience, current trends and other relevant factors. However because balances cannot be
determined with absolute certainty, actual results could be different from these assumptions and
estimates. The items in the Balance Sheet as at 31 March 2013, for which there could be a risk of
material adjustment in the forthcoming financial year, are as follows:
29.1 - Property, Plant and Equipment (See Note 13 on pages 71 to 80)
Area of uncertainty - Assets are depreciated over their useful lives, which are partly dependent
upon assumptions about the levels of repairs and maintenance to be carried out on those assets in
future years. Reduced levels of funding could impact on the Council’s planned spending on repairs
and maintenance, which could then have an effect on the expected lives of these assets.
Estimated effect if results differ from assumptions - If the useful lives of assets were to reduce,
then the annual depreciation charges on these assets would increase and their carrying value on the
Balance Sheet would decrease. It is estimated that the annual depreciation charge for all General
Fund operational buildings would increase by £22k for each year that the useful lives were decreased.
29.2 - Pensions Liability (See Note 19 on pages 83 to 86)
Area of uncertainty - Estimation of the net liability to pay pensions depends on a number of complex
judgements relating to the discount rate used, the rate at which salaries are projected to increase,
changes in retirement ages, mortality rates and expected returns on pension fund assets. Expert
advice about the assumptions to be applied in the Council’s accounts is provided by Essex County
Council and Barnett Waddingham, an independent firm of actuaries.
Estimated effect if results differ from assumptions - The effect on the net pension liability of
changes in individual assumptions can be measured. For example, a 0.1% increase in the discount rate
assumption would result in a decrease in the pension liability of £1,544k. However the assumptions
interact in complex ways. For example, during 2012/13 the actuary advised that the net pension liability
had decreased by £83k due to estimates being corrected as a result of experience gains and losses, but
also increased by £7,341k from changes in assumptions underlying the present value of the liabilities.

Statement of Accounts 2012/13

Page 100

HOUSING REVENUE ACCOUNT (HRA) INCOME AND EXPENDITURE
STATEMENT FOR THE YEAR ENDED 31 MARCH 2013
The Housing Revenue Account reflects a statutory obligation to maintain a separate revenue account
for local authority housing provision in accordance with part 6 of the Local Government and Housing
Act 1989.
The Housing Revenue Account Income and Expenditure Statement shows the economic cost in
the year of providing housing services in accordance with generally accepted accounting practices,
rather than the amount to be funded from rents and government grants. The Council charges rent
to cover expenditure in accordance with the legislative framework; this may be different from the
accounting cost. The increase or decrease in the year, on the funding basis through which rents
are raised, is shown in the Movement on the Housing Revenue Account Statement, shown on the
following page.
The majority of the amounts shown on this statement are also included within the overall
Comprehensive Income and Expenditure Statement, on pages 20 and 21.
2011/12
£000s

Notes

2012/13
£000s

INCOME
(6,062) Dwelling rents
(147) Non-dwelling rents
(527) Charges for services and facilities

1
1
1

(6,736) TOTAL INCOME

(6,481)
(126)
(373)
(6,980)

EXPENDITURE
1,076
1,772
345
2,249
36,451
(40)
27

Repairs and maintenance
Supervision and management
Rents, rates, taxes and other charges
2011/12 negative subsidy payable to Secretary of State
2011/12 reform settlement payment to Secretary of State
Depreciation, revaluation and impairment of non-current assets
Increase / (decrease) in allowance for bad or doubtful debts

41,880

TOTAL EXPENDITURE

4,288

35,144

NET EXPENDITURE / (INCOME) OF HRA SERVICES AS
INCLUDED IN THE COMPREHENSIVE INCOME AND
EXPENDITURE STATEMENT

(2,692)

16
0

35,160

1
2
3
5

HRA services’ share of Corporate and Democratic Core
HRA services’ share of other amounts included in the whole
Council net cost of services - continuing operations, but not
allocated to specific services

972
1,888
193
0
0
1,225
10

19
0

NET EXPENDITURE / (INCOME) OF HRA SERVICES

(2,673)

HRA SHARE OF THE OPERATING INCOME AND
EXPENDITURE INCLUDED IN THE COMPREHENSIVE
INCOME AND EXPENDITURE STATEMENT
992

(Gain) / loss on disposal / derecognition of non-current (long
term) assets
(21) Interest and Investment income
22 Interest payable on debt, and similar charges

36,153

503
8

(SURPLUS) / DEFICIT FOR THE YEAR ON HRA SERVICES
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1,086
(1,094)
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MOVEMENT ON THE HOUSING REVENUE ACCOUNT (HRA)
STATEMENT FOR THE YEAR ENDED 31 MARCH 2013
This statement shows how the HRA Income and Expenditure Statement (surplus) / deficit for the
year, as shown on the previous page, reconciles to the movement on the Housing Revenue Account
balance for the year, calculated in accordance with the Local Government and Housing Act 1989.
2011/12
£000s

Notes

2012/13
£000s
£000s

(991) HOUSING REVENUE ACCOUNT BALANCE BROUGHT FORWARD
36,153

(1,024)

(SURPLUS) / DEFICIT FOR THE YEAR ON
THE HRA INCOME AND EXPENDITURE
STATEMENT

(1,094)

Adjustments between accounting basis and
funding basis under the legislative framework
1,182

Revaluation and impairment of non-current (long
term) assets
(992) Net gain / (loss) on disposal or derecognition of
non-current (long term) assets
(36,451) 2011/12 Reform settlement payment adjustment
(49) Reversal of net charges made for postemployment benefits in accordance with IAS 19
0 Short Term Accumulating Compensated Absences
adjustment
0 Revenue contribution to finance capital
expenditure
110 Employer's contributions payable to pension fund
14 Transfer to / (from) the Major Repairs Reserve

5

(115)
(503)

3
9

0
(55)
(4)
0

9
11

103
190

(36,186) Total adjustments

(384)

(33) Net Decrease / (increase) before transfers to / (from) HRA
Earmarked Reserves
0

Transfers to / (from) HRA Earmarked Reserves

(33) DECREASE / (INCREASE) IN THE HRA BALANCE FOR THE YEAR
(1,024) HOUSING REVENUE ACCOUNT BALANCE CARRIED FORWARD
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(1,478)
778
(700)
(1,724)

NOTES TO THE HOUSING REVENUE ACCOUNT (HRA)
1

HOUSING REVENUE ACCOUNT INCOME AND EXPENDITURE
•• Gross Dwelling Rents
This amount represents the total rent collectable for the year after allowance is made for empty
properties. The average weekly rent per dwelling in 2012/13 was £82.41 compared with £77.34
in 2011/12, an increase of £5.07 or 6.56%.
•• Gross Non-Dwelling Rents
This amount represents the total income receivable from garages, after an allowance is made for
empty properties, wayleaves, easements and any other lettings.
•• Charges for Services and Facilities
This amount represents the income receivable from tenants for services paid for by the Council
such as heating, water and sewerage.
•• Rents, Rates, Taxes and other Charges
This amount includes expenditure on services provided to tenants such as heating, water and
sewerage.

2

NEGATIVE SUBSIDY PAYABLE TO THE SECRETARY OF STATE
From April 2004 the Government determined that Housing Revenue Account Rent Rebates,
together with the associated Rent Rebates Subsidy received from the Department for Work and
Pensions, must be charged or credited to the General Fund instead of the HRA. The transfer of HRA
Rent Rebates and Rent Rebate Subsidy from the HRA to the General Fund results in a negative
subsidy entitlement in the HRA that becomes payable to the Department for Communities and Local
Government (DCLG). The Negative Subsidy system ceased on 31 March 2012.
The negative subsidy was as follows:
Subsidy Element

3

2011/12
£000s

2012/13
£000s

Allowance for management
Allowance for maintenance
Allowance for major repairs
Charges for capital
Less rental income
Allowance for interest on self-financing settlement (See note 3)

779
1,574
1,157
97
(5,869)
13

0
0
0
0
0
0

Total

(2,249)

0

HOUSING REVENUE ACCOUNT SELF FINANCING REFORM
From 1 April 2012, the Council, along with all other stock holding councils, was released from the
housing subsidy system. This means that rather than pay negative subsidy to the Government as
in previous years the Council is now required to service an allocation of the national housing debt.
The debt allocation was a “one-off financial settlement” of £36.451m and was calculated by the
Government, based on the debt level the Council could afford to service. The end of the HRA
subsidy system means that greater forward planning can be undertaken as financial resources are
no longer subject to an annual subsidy figure that is only announced just prior to the start of the
financial year. Councils now retain all of the rent that they raise each financial year, meaning the link
between local rents and local expenditure on housing services can be more clearly made.
At the end of 2011/12 the Council applied for a portfolio of loans from the Public Works Loans
Board (PWLB) totalling £36.451m which was the assessed level of additional debt supportable by
the Council’s Housing Revenue Account. These loans will be repayable over various terms, from 10
to 30 years.
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The PWLB loans are included in long-term borrowing on the Balance Sheet. The settlement payment
was charged to the HRA Income and Expenditure Statement in 2011/12, and then reversed to the
Capital Adjustment Account through the Movement on the HRA Statement.
4

HRA CAPITAL EXPENDITURE AND RECEIPTS
Capital expenditure on enhancement works of £1,012k in 2012/13 (£1,021k in 2011/12) was fully
funded from the Major Repairs Reserve, with no contribution required from the Housing Revenue
Account in either year. A further £98k was spent on the acquisition of a property, funded from previous
capital receipts. An estimated amount of the previous carrying value of the enhancement works has
been derecognised in accordance with Policy Note 19.11 on pages 42 and 43. This was based on the
value of works with an inflation adjustment applied to reduce the value back to the estimated value at
the point the original cost was incurred, as well as a further adjustment for accumulated depreciation
over the period since the most recent valuation on each asset group.
Gross capital receipts from the disposal of Council dwellings and repayment of Right to Buy
discounts received during 2012/13 totalled £586k (£12k in 2011/12). After an allowable deduction of
£11k for costs incurred and payment of £113k to Central Government under pooling arrangements
the remaining usable amount was £462k (£3k in 2011/12). £204k of the balance still held as at 31
March 2013 must be used for replacement housing purposes. Any of this amount not used within
three years of the quarter end from the date of original receipt is repayable to Central Government.
The Council has in the past 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 allocating the receipt for the delivery of affordable housing or regeneration projects.
£16k of previous receipts allocated for the provision of affordable housing in the Borough remain for
future use as at 31 March 2013.

5

REVALUATION AND IMPAIRMENT REVIEWS OF NON-CURRENT ASSETS
Since 2008/09 there have been significant fluctuations in the value of the housing stock, partly due
to the economic downturn. As at 2012/13 the total housing stock carrying amount recognised on the
Balance Sheet remains below pre 2008/09 values.
Council houses are re-valued using the Guidance on Stock Valuation for Resource Accounting
issued by the Department for Communities and Local Government (CLG).
The Council’s independent valuers, Wilks Head and Eve, carry out a statutory annual impairment
review at the end of each financial year, reporting on any impairment issues arising at the Balance
Sheet date of 31 March. The impairment review performed during April 2013 providing valuations as
at March 2013 concluded that there was a minor 0.2% fall in values but that this would not require
any impairment adjustment to the carrying value of the Housing stock.
Council Dwelling revaluation and impairment amounts recognised in the HRA Income and Expenditure
Statement are currently transferred through the Movement on the HRA Statement to the Capital
Adjustment Account (CAA) to avoid having any impact on rent levels. This is under transitional
arrangements and after 2016/17 the transfer to the CAA will no longer be allowable.
The HRA also receives a depreciation charge based on the value, age and condition of property
calculated in accordance with proper practices. Depreciation is also transferred through the Movement
on the HRA Statement to the CAA, with additional adjustments through the Major Repairs Reserve.
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NOTES TO THE HOUSING REVENUE ACCOUNT (HRA)
The entries included in the Depreciation, Revaluation and Impairment of non-current (long term)
assets lines on the HRA Income and Expenditure Statement are as follows:
Item

2011/12
£000s

Dwellings and garages depreciation charge
Revaluation losses
Reversal of previous revaluation losses
Total
6

2012/13
£000s

1,143
0
(1,183)

1,110
115
0

(40)

1,225

HOUSING ASSETS
The value of the Council’s operational housing assets included in the Balance Sheet is as follows:
31/03/12
31/03/13
£000s
£000s
Council Dwellings
Garages
Other housing land (value below £1,000)

77,069
1,233
0

75,928
1,233
0

Total Balance Sheet net book value at 31 March

78,302

77,161

01/04/11
£000s
Vacant possession value of Council Dwellings at 1 April

186,068

01/04/12
£000s
183,275

When compared to the vacant possession value, the Balance Sheet values of HRA dwellings show
the economic cost of providing council housing at less than open market rents. The Balance Sheet
value shows the effect of the discounted valuation methodology, as described in Accounting Policy
AP19.4, on pages 38 and 39, as well as depreciation charges.
7

HOUSING STOCK AND GARAGES
The Council disposed of 12 council properties during 2012/13 (none in 2011/12), 9 through Right to
Buy sales and 3 by transfer to a housing association. One property was purchased. No garages
were sold in either year. An analysis of the Council’s housing stock and garages is as follows:
Dwelling Type

31/03/12
Number

1 bedroom
2 bedroom
3 bedroom
4 bedroom
Bedsits
Total Dwellings
Total Garages
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31/03/13
Number

495
378
450
9
203

495
368
449
9
203

1,535

1,524

432

432
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8

INVESTMENT INCOME
Details of the HRA’s investment income is as follows:
Item

9

2011/12
£000s

2012/13
£000s

Capital financing interest
Other interest receivable

13
8

0
10

Total

21

10

POST-EMPLOYMENT BENEFITS
The Council participates in the Local Government Pension Scheme administered by Essex County
Council. Full details of this scheme and the associated expenditure can be found in Note 19 to the
Core Financial Statements, Post-Employment Benefits and Net Pension Liability, on pages 83 to 86.
The following transactions have been made through the HRA Income and Expenditure Statement
and the Movement on the HRA Statement during each year, representing the portion of the overall
pension scheme costs attributable to the HRA:
2011/12
2012/13
£000s
£000s
HRA Income and Expenditure Statement
Cost of pensions included in Net Cost of HRA Services

50

55

Net charge to the HRA Income and Expenditure Statement

50

55

(50)

(55)

110

103

60

48

Movement on the HRA Statement
Reversal of net charges made for post-employment benefits in
accordance with IAS 19
Employer’s contributions payable to the scheme
Net adjustment in the Movement on the HRA Statement
10

RENT ARREARS
The total value of rent arrears included on the Balance Sheet, less an allowance to meet possible
future bad debts, is as follows:
31/03/12
31/03/13
£000s
£000s
Rent arrears
Less impairment allowances for bad and doubtful debts

234
(103)

192
(86)

Net rent arrears

131

106

The above amounts are also included in the overall Debtors note, reported on page 81.
11

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 depreciation for the year, and items chargeable to the reserve
include capital expenditure for HRA purposes. Certain additional transfers are allowed between the
reserve and the HRA, some of which are allowed under transitional arrangements until 2016/17 only.
Movements in the Major Repairs Reserve during the year are reported in the Movement in Reserves
Statement and analysed in Note 1 to the Core Financial Statements, Reconciliation of amounts
included in “Adjustments between accounting basis and funding basis under regulations”, on pages
48 to 51.
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COLLECTION FUND INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2013
The Collection Fund is an agent’s statement that reflects the statutory obligation for billing authorities
to maintain a separate Collection Fund. The statement shows the transactions of the billing authority
in relation to the collection from taxpayers and distribution to local authorities and the Government
of Council Tax and National Non-domestic Rates (NNDR).
2011/12
£000s

Notes

2012/13
£000s

INCOME
(42,102)
(7,333)

Council Tax
Income from Council Tax payers

1

Transfers from the General Fund
Council Tax benefit

(13,678)

National Non-domestic Rates
Income collectable from National Non-domestic
ratepayers

(63,113)

TOTAL INCOME

(42,596)
(7,258)

2

(14,244)
(64,098)

EXPENDITURE
7,626
34,837
4,235
2,129
13,595
83
42
85
957
63,589

Precepts and Demands
Castle Point Borough Council
Essex County Council
Police and Crime Commissioner for Essex (formerly Essex
Police Authority)
Essex Fire Authority

7,662
35,002
4,403
2,139

National Non-domestic Rates
Contribution to national pool
Costs of collection

14,163
82

Bad and Doubtful Debts
Write-offs
Provisions

145
54

Contributions
Towards previous year's estimated Collection Fund surplus

691

TOTAL EXPENDITURE

64,341

MOVEMENT ON FUND BALANCE
(1,274)
476
(798)

Surplus brought forward
(Surplus) / deficit for the year
SURPLUS CARRIED FORWARD
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(798)
243
3

(555)
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NOTES TO THE COLLECTION FUND INCOME AND
EXPENDITURE ACCOUNT
1

COUNCIL TAX BASE
The Council’s tax base for 2012/13, i.e. the number of chargeable dwellings in each valuation
band (adjusted for dwellings where discounts apply) converted to an equivalent number of band D
dwellings, was calculated as follows:
Band
Number of dwellings
after discounts

A

C

2,050 5,370 12,309

Ratio to band D
Number of band D
equivalent dwellings

B

6:9
1,367

7:9

8:9

4,177 10,941

D

E

F

7,799 4,029 1,651

G

H

577

55

13:9

15:9

18:9

7,799 4,924 2,385

962

110

9:9

11:9

Collection rate adjustment

33,840

32,665
(457)

Council Tax Base for 2012/13
2

TOTAL

32,208

INCOME COLLECTABLE FROM NATIONAL NON-DOMESTIC RATES (NNDR)
NNDR is administered on a national basis. The Government specifies a multiplier of 45.8p (43.3p
in 2011/12) 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:
2011/12
£000s

3

2012/13
£000s

National non-domestic rateable value as at 31 March
Multiplier

39,142
0.433

39,690
0.458

Gross amount collectable

16,948

18,178

Less allowances and other adjustments

(3,270)

(3,934)

Net income collectable from ratepayers

13,678

14,244

COLLECTION FUND SURPLUS
Any surplus or deficit of Council Tax on the Fund is shared between the billing authority (Castle Point
Borough Council) and the major precepting authorities (Essex County Council, Police and Crime
Commissioner for Essex and Essex Fire Authority) and is included in the calculation of the Council
Tax for the following year. The surplus / (deficit) is shared as follows:
Authority name
31/03/12
31/03/13
£000s
£000s
Castle Point Borough Council

121

84

Essex County Council
Police and Crime Commissioner for Essex
Essex Fire Authority

572
70
35

396
51
24

Total Council Tax surplus / (deficit) as at 31 March

798

555

The amount attributable to Castle Point Borough Council of £84k is shown under Reserves on the
Balance Sheet, on page 23. The amounts owed to the 3 major precepting authorities are shown
within current liabilities and non-current liabilities on the Balance Sheet.
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ANNUAL GOVERNANCE STATEMENT
1

SCOPE OF RESPONSIBILITY
Castle Point Borough 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, Castle Point Borough Council is responsible for putting in
place proper arrangements for the governance of its affairs, facilitating the effective exercise of its
functions, which includes arrangements for the management of risk.
The Council has approved and adopted a code of corporate governance, which is consistent with the
principles of the CIPFA/SOLACE Framework Delivering Good Governance in Local Government.
A copy of the Council’s code is on our website at www.castlepoint.gov.uk or can be obtained from
the Head of Performance & Service Support by e-mail crwatts@castlepoint.gov.uk or by phone on
01268 882419. This statement explains how the Council has complied with the code and also meets
the requirements of Accounts and Audit (England) Regulations 2011, regulation 4(3), which requires
all relevant bodies to prepare an Annual Governance Statement.

2

THE PURPOSE OF THE GOVERNANCE FRAMEWORK
The governance framework comprises the systems, processes, culture and values, by which the
Council is directed and controlled and its activities through which it accounts to, engages with and
leads the community. It enables the Council to monitor the achievement of its strategic objectives and
to consider whether those objectives have led to the delivery of appropriate, cost-effective services.
The framework needs to be flexible to ensure it meets the needs of a changing environment.
The system of internal control is a significant part of that framework and is designed to manage risk
to a reasonable level. It cannot eliminate all risk of failure to achieve policies, aims and objectives and
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 and potential
impact of those risks being realised, and to manage them efficiently, effectively and economically.
The governance framework has been in place at Castle Point Borough Council for the year ended
31 March 2013 and up to the date of approval of the Statement of Accounts.
Operation of the governance framework
The governance framework ensures the Council’s vision and key priorities are effectively promoted
and progressed through its corporate governance arrangements and business planning processes.
The key elements of the governance framework are as follows:
••
••
••
••
••
••

Community Engagement
Business Strategy and Planning
Financial Reporting including Budgetary Control
Asset Management
Policy Framework
Risk Management including Fraud and Corruption, Whistleblowing, Health and Safety and
Business Continuity
•• Performance Management
•• Information Governance
•• Data Quality
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••
••
••
••
••
••

Value for Money
Procurement
Partnerships
Project Management
Complaints
Codes of Conduct for Members and Staff

These areas form the main sources of assurance to be considered in any review of the internal control
environment. In support of the review process, a code of governance has been produced setting out
the detailed procedures to be reviewed in each area before an opinion on the effectiveness of the
system of internal control can be expressed.
The Head of Performance & Service Support has been given the responsibility for overseeing the
implementation and monitoring of the Code, through a process which consists of:
•• quarterly reports to Executive Management Team and the Audit Committee which set out:
oo weaknesses identified in the governance arrangements;
oo any corrective action necessary to resolve concerns identified
•• an annual review of the governance framework supported by officer assurance statements
certified by service managers
•• an annual report to Executive Management Team and the Audit Committee on the adequacy of
governance arrangements
•• an annual refresh of the Local Code of Governance.
During the year the Council established a governance group of officers responsible for the
implementation and monitoring of key governance processes. The group provided a challenge of
the operation of the processes and some of their findings and further work have been incorporated
into the views expressed in this governance statement. The Council’s key governance and business
planning processes are also subject to audit on a risk basis. This work forms part of the evidence
in support of the Head of Internal Audit’s annual opinion on the adequacy and effectiveness of the
Council’s systems of internal control.
3

REVIEW OF EFFECTIVENESS
Reviewing the effectiveness of the framework
Castle Point Borough Council has responsibility for conducting, at least annually, a review of the
effectiveness of its governance framework including the system of internal control. The review
of effectiveness is informed by the work of the Heads of Service within the Council who have
responsibility for the development and maintenance of the governance environment, the Head of
Internal Audit’s annual report, and also by comments made by the external auditors and other review
agencies. In this respect the Council participated in a Peer Challenge process managed by the Local
Government Association which reported in March 2013. Findings from this review are set out in this
statement.
A Peer Challenge is a flexible voluntary process which is not a inspection or audit. The key questions
can be determined by the local authority subject to the Peer Challenge process, which is undertaken
by officers from the Local Government Association as well as senior officers from other local
authorities and a senior councillor. However, there is a consistent and core element which is applied
to every local authority who is subject to the process, which includes an examination of the following
areas: Understanding the local context and priority setting, financial planning and viability, political
and managerial leadership, governance and decision making, organisational capacity.
In addition the Head of Internal Audit provided reports throughout the year as well as the annual
report which provides an opinion on the adequacy and effectiveness of the Council’s system of
internal control. These reports are considered when reviewing the effectiveness of the framework.
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CIPFA/SOLACE Core Principle 1:
Focusing on the purpose of the authority and on outcomes for the community and creating
and implementing a vision for the local area.
The Council’s processes ensured some notable successes during 2012/13. This includes the
highly successful Olympic Mountain Biking event at Hadleigh which was undertaken in successful
partnership with other agencies. The work included participating in a range of complex operations
from traffic management and control to stewarding the route of the Olympic Torch with the participation
of the vast majority of staff from the Council. The Council also achieved a highly complementary
Peer Challenge report and secured some very significant savings, for example from the successful
procurement of the Information Communication Technology contract.
The Council’s major policy objectives were detailed in an annual corporate programme which was
referenced to the Council’s medium term priorities in the corporate plan for 2007 to 2012. Service
priorities are subject to consultation through service specific work. For example consultation was
undertaken with Sheltered Housing Tenants as part of a review of Sheltered Housing in the autumn
of 2012, and significant consultation was undertaken as part of the implementation of the Local
Council Tax Scheme, which was agreed by full Council in November 2012. Further development will
include the creation of a register of consultation activities during the 2013/14 financial year.
There continues to be significant development of strategic partnership working. The Council maintains
its commitment to the Local Strategic Partnership with Rochford Council, and operates partnership
working with the Thames Gateway South Essex Partnership and the Regeneration Partnership.
Partnership work has further developed across Essex with the establishment of an Essex Integration
Board with a focus in five theme areas with associated project groups. For example a project group
has been established to for cross agency working in dealing with families with complex needs in
Castle Point and Rochford.
There are further opportunities to strengthen the governance arrangements in this area and the
Council has accepted recommendations from the Peer Challenge review undertaken by the Local
Government Association in March 2013 that includes conducting a review of strategic and operational
partnerships and the outcomes they deliver considering the future capacity constraints. This will
consider the changing priorities and partnerships for the Council, and in this respect, the Council
recognise the need to develop a new corporate plan. This process has begun through the work of
the Policy and Resources Sub Committee. The plan will be subject to community consultation in
accordance with another recommendation from the Peer Challenge team.
The annual corporate programme is also underpinned by department improvement plans that
were periodically monitored by the Programme Board to ensure that the envisaged improvement is
being delivered. The Programme Board consists of senior officers, and the Leader of the Council
and has the key role of ensuring improvement planning is achieving key milestones. Discussion
of improvement work is also regularly undertaken at Executive Management Team. There is an
opportunity to develop the monitoring arrangements to encompass a greater number of stakeholders
and further work will be progressed in this area.
The Council has a service planning process and associated guidance. A review of the manager’s
assurance statements demonstrates that whilst most services stated compliance, there were
several that set out partial compliance. Furthermore an Internal Audit of the Council’s Performance
Management arrangements identified the potential to improve the service planning process as service
plans did not always make clear links between individual, service and corporate priorities. During
the financial year the Council worked to strengthen the approach and simplified its business process
which are summarised in a guide for Managers entitled ‘How it Works’. A post implementation review
of this guidance will be undertaken in the summer of 2013 to ensure it is operating effectively.
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The Council has faced significant budgetary restraints following the reduction of Revenue Support
Grant funding from central government. However the Council has robust financial management and
has identified savings of £1.097m for the financial year 2012/13 and a further £666k for 2013/14. A
balanced budget is profiled for 2013/14 and the Council has identified the need for further savings
of approximately £1m for 2014/15. The Council continues to implement an efficiency review work
programme over the year, and work is detailed in the medium term financial plan and includes
assumptions of significant financial savings obtained from improved procurement activity as well as
service reviews. The Council will continue to closely monitor the effectiveness of the work in place,
and has accepted a peer challenge recommendation to investigate the strategic options and demand
management.
Key corporate performance indicators and targets are monitored on a quarterly basis by the Executive
Management Team and the Cabinet. These are related to corporate priorities and key improvement
initiatives. A review of the manager’s assurance statements demonstrates that whilst most services
stated compliance, there were several that set out partial compliance in this area. Performance
Management was subject to an Internal Audit as well as a review and simplification during the
financial year, and a post implementation review of the guidance in place and the operation of the
processes in this area will be undertaken.
Financial monitoring reports are informed by a risk assessment and focus on the Council’s large,
high risk or volatile budgets. Departures from budget, and corresponding operational performance
information, are reported to Executive Management Team and Cabinet on a regular basis.
CIPFA/SOLACE Core Principle 2:
Members and officers working together to achieve a common purpose with clearly defined
functions and roles.
There are effective and constructive working relationships between senior officers and members.
As a result, a number of significant decisions have been made. Recent examples include the
agreement of the Local Council Tax Scheme and the agreement of the Tenancy Strategy, as well as
the successful Peer Challenge process.
The Monitoring Officer is responsible for the maintenance of the Constitution and for reviewing its
relevance and effectiveness. Changes to the Constitution are approved by Full Council following
consideration of a report made by the Chief Executive.
Decisions made by the Cabinet may be Called-in (in accordance with the procedure for a Call-in,
which is shown in the Overview and Scrutiny Procedure Rules). A decision made by Cabinet is
published within 4 working days of the Cabinet meeting and can be called-in for consideration by the
Overview and Scrutiny Committee within 5 working days of the publication by either the Chairman of
the committee or by 3 committee members.
There are four Policy and Scrutiny Committees which may make proposals in relation to their
particular functions, including the review and development of policy items, whose proposals support
the Council’s published priorities. During the year significant progress was made in the development
of an approach to car parking charges as well as planning design guidance and the development
and subsequent agreement by Cabinet of the Tenancy Strategy.
The Council maintains a generic Corporate Business Continuity Plan and Service Level Business
Continuity Plans. A review and revision of the Council’s Disaster Recovery plan for Information
Communications Technology and the main office is currently underway to ensure future arrangements
are adequate. An examination of manager’s assurance statements indicates that a number of
services partially comply with the requirements of business continuity and further work is necessary
to establish whether arrangements can be developed to ensure greater compliance.
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The Council has established project management arrangements with a process based on PRINCE2
principles. Whilst the process is sound and applied in a variety of significant projects, the control and
governance processes are not always consistently applied and a review of the arrangements has
been undertaken. A new process to record and monitor smaller projects is being implemented during
2013/14 and will be subject to evaluation.
Role of the Chief Financial Officer
The Section 151 Chief Financial Officer (CFO) occupies a key position in the Council, managing the
Council’s finances and ensuring that resources are used wisely to secure positive results.
In order to support the post holder in the fulfilment of their duties and ensure that the Council has
access to effective financial advice, in 2010 the Chartered Institute of Public Finance and Accounting
(CIPFA) issued a Statement on the Role of the Chief Financial Officer in Local Government. The
statement sets out how the requirements of legislation and professional standards should be
fulfilled by CFOs in the carrying out of their role, and includes five key principles that define the core
activities and behaviours that belong to the role of the CFO in public service organisations and the
organisational arrangements needed to support them. These statements are set out below
1) The CFO in a local authority is a key member of the Leadership Team, helping it to develop and
implement strategy and to resource and deliver the authority’s strategic objectives sustainably
and in the public interest.
2) The CFO in a local authority must be actively involved in, and able to bring influence to bear on,
all material business decisions to ensure immediate and longer term implications, opportunities
and risks are fully considered, and alignment with the authority’s overall financial strategy.
3) The CFO in a local authority must lead the promotion and delivery by the whole authority of good
financial management so that public money is safeguarded at all times and used appropriately,
economically, efficiently, and effectively.
4) The CFO in a local authority must lead and direct a finance function that is resourced to be fit
for purpose.
5) The CFO in a local authority must be professionally qualified and suitably experienced.
The Council has the necessary arrangements and procedures in place which ensure that these
principles are either directly complied with or, where not directly complied with, there are alternative
procedures in place so that the necessary outcomes and objectives are still achieved and suitable
controls are in place. For example the CFO is a member of the leadership team (Executive
Management Team) and reports directly to the Chief Executive.
CIPFA/SOLACE Core Principle 3:
Promoting values for the authority and demonstrating the values of good governance
through upholding high standards of conduct and behaviour.
The Council has an established set of organisational values which underpin the approach to engaging
with staff and the community.
The Council has Codes of Conduct for Members and staff. The Code of Conduct for Members was
developed by an Essex Wide legal partnership and has been adopted by a number of Council’s
within Essex.
As a condition of office all members are required to sign an undertaking that they will observe the
Code of Conduct. There is a requirement to re-sign this undertaking when there are any major
revisions to the Code as well as on election or re-election. The staff code of conduct sets out policies
and expectations for staff conduct and is published on the Intranet and a copy is issued to every new
starter as part of the induction pack.
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Arrangements to investigate breaches of proper standards of conduct include a staff handbook
which outlines expected codes of conduct and procedures for dealing with breaches e.g. disciplinary
procedures for staff. The Council has adopted a localised system for dealing with allegations
concerning member misconduct to ensure member standards are met and maintained.
The Council communicates its complaints policies and whistle blowing procedures, and ensures
all stakeholders have access through the Internet. Awareness has been promoted through briefing
sessions with staff.
A detailed complaints procedure is in place, which reflects good practice requirements and has a
three stage process for the resolution of complaints. There is a central corporate complaints and
compliments database on the Councils intranet, although complaints are not always consistently
recorded. Further work is planned during 2013/14 to investigate the operation of the complaints
system and to examine whether it needs any further development.
CIPFA/SOLACE Core Principle 4:
Taking informed and transparent decisions which are subject to effective scrutiny and
managing risk.
The Head of Service in consultation with the Head of Legal Services identifies any forthcoming
relevant legislation and is responsible for ensuring that Executive Management Team are appraised
of the implications and what action the Council may need to take to ensure compliance. The Head
of Legal Services ensures the Cabinet is appraised of the implications of legislation that affects the
Council corporately.
The corporate risk register was monitored during the year at Corporate Management Team and has
been updated by Heads of Service. It has been reported to the Audit Committee and the Executive
Management Team. Risks and health and safety issues were also discussed at team meetings
during the year. A corporate health and safety risk register was regularly considered by Corporate
Management Team. A summary report on risk management issues was produced periodically and
reported to Executive Management Team and the Audit Committee.
Whilst the core process is in place, risk management requires further development in the understanding
of the risk management process, identification and scoring of risks and establishing organisational
appetite and tolerance to risk. As a result a review is planned to investigate how the process can
be simplified and easier to understand. Furthermore training and development sessions for risk
management will be undertaken during the year.
The Council continues to maintain a corporate Health and Safety process. For example, risk
assessments are recorded on a corporate database, and there is monthly reporting of any significant
health and safety issues to Corporate Management Team. The process is to be subject to further
development, as it is not clear how well embedded arrangements are at a service level. As a result
a self assessment and performance analysis process is to be introduced for services to help enable
them to understand how well their current arrangements operate and any potential for further
development.
The processes for Information Governance are in place and guidance has been incorporated into
the ‘How it Works’ document. Further work will include the development of a register of consultation
activities to help inform the governance arrangements are operating effectively for information
governance as well as consultation and engagement.
The Council has a comprehensive procurement toolkit and strategy and associated governance
processes which have been subject to an annual review by the Head of Legal Services. A high value
and important procurement of grounds maintenance and street scene services was successfully
progressed during the 2012/13 financial year. Further work includes investigation into purchasing
order compliance for small value large volume procurements.
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Guidance on the importance of data quality requirements was set out in the ‘How it Works’ document
and communicated to all managers. Some work to improve data quality has been undertaken,
for example, a full stock condition survey of the housing stock. An Internal Audit of performance
management arrangements concluded that data quality could be further strengthened by random
checks undertaken by service managers. The implementation of this recommendation will be subject
to review over the year.
Policy and Scrutiny Committees undertook examination of a number of key issues and decisions
were made in some potentially contentious areas such as the agreement of a Tenancy Strategy
and the progress of a car parking review. A considerable amount of work was also undertaken to
examine issues for the master planning of Hadleigh Town Centre and this work will continue.
Internal Audit
The annual risk based audit plan was prepared in consultation with Heads of Service, Executive
Management Team and the Audit Committee. The audit plan was delivered with reports issued to
senior managers at the conclusion of each audit highlighting internal control weaknesses identified
and the actions required to address them. Recommendations were also reviewed to ensure they were
implemented properly, by the due date. A quarterly summary audit report was taken to Executive
Management Team and the Audit Committee. The Head of Internal Audit annual report and opinion,
which concluded that the Council’s system of internal control was adequate, was also considered
by the Audit Committee. The report set out findings in a number of areas. It was noted that the
framework adopted by the Council for safeguarding vulnerable children and adults was in line with
that set out by Essex County Council, but that there had been little progress in the recommendations
and that consequently senior managers had agreed to ensure actions were progressed. Actions
have also been taken to resolve issues relating to the effectiveness and efficiency of Environmental
Health Services and will be subject to audit in 2013/14.
External audit relies on the work internal audit complete on financial systems where it is relevant to
its audit of the Council’s financial statements. An annual self assessment of compliance with relevant
professional standards is undertaken by internal audit and reported to Executive Management Team
and the Audit Committee. This is subject to independent challenge and formal external review every
three to five years.
Audit Committee
The Audit Committee consists of a chairman and four other members. The committee provides
independent assurance of the adequacy of the risk management framework and associated control
environment. It also undertakes an independent scrutiny of the Council’s financial and non-financial
performance, and it oversees the financial reporting process.
External Audit
External Audit is undertaken by BDO LLP and reviews the design of controls in place within the core
financial systems if relevant to their audit opinion. Where the auditor identifies weaknesses in the
Council’s arrangements, these are highlighted in the Final Report to those Charged with Governance.
External Inspections
There were no external inspections of Council services in 2011. However, as already stated, the
Council undertook a Peer Challenge process in February 2013. The findings are incorporated into
this Annual Governance Statement and the letter outlining the review findings can be found on the
following link:
http://www.castlepoint.gov.uk/documents/corporate%5Cpeerchallenge%2FCastle%20Point%20
-%20Corporate%20Peer%20Challenge%20-%20feedback%20letter%20-%20Final%20-%20
050313.pdf
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CIPFA/SOLACE Core Principle 5:
Developing the capacity and capability of members and officers to be effective.
Members are subject to continuous development including developed profiles for Cabinet members
which are reviewed and updated annually with the relevant Cabinet member and the Leader of
the Council. Training and development is also targeted to meet particular committee requirements,
for example Development Control and Licensing Committee Members receive regular training and
briefing sessions before committee business.
The Council has an appraisal system in place and has been operating consistently across all
Council services for a number of years. A recent Internal Audit review of performance management
arrangements did identify the potential for improving the appraisal process as service plans and
individual team members’ appraisals did not always make clear links between service and individual
objectives and corporate priorities. Implementation of this recommendation will be monitored.
The Council has effective recruitment and retention arrangements and staff development programmes
to ensure staff skills are further developed to improve the capacity of the Council and the continued
development of staff. Development and training is varied and includes professional programmes
such as CIPFA qualifications to generic training such as managing meetings. The Council also
makes use of online training programmes such as training in health and safety arrangements.
Like all other Council’s the Council faces significant financial challenges and needs to prepare for
future change. In this regard the Council has accepted a recommendation from the Peer Challenge
which encourages the Council to ensure that capacity is in the right place and there is organisational
planning and succession development, including ensuring sufficient corporate resources are
available to effectively manage and deliver change and transformation going forward.
CIPFA/SOLACE Core Principle 6:
Engaging with local people and other stakeholders to ensure robust public accountability.
The Council continues its commitment to neighbourhood involvement, with a series of Community
Liaison Group throughout the Borough. These were used to help engage with local people in such
areas as Hadleigh Master Planning and the development of the Local Plan. The Council also works
closely with Canvey Island Town Council and a partnership protocol is in place.
During the year the Council undertook planned consultation with residents on a variety of service
specific issues, for example, leaseholders were consulted as part of the procurement process for
the grounds maintenance contract, tenant consultation was also undertaken to help inform housing
services and to review satisfaction with repairs. Consultation was also undertaken to help develop
the Tenancy Strategy as well as the development of the design guidance.
The Council ensures its services provide clear expectations for service users and members of the
public through a set of service standards. These standards are publically available through service
access points including the internet site as well as reception areas and through newsletters. The
internet address for these is: http://www.castlepoint.gov.uk/main.cfm?menuId=12081
The Council works closely with partners in the LSP to ensure a focus on joint objectives. A governance
framework is in place and accountabilities are set out on a governance handbook. This will need to
be reviewed as part of the review of partnership arrangements.
The Council is also a key partner in the Castle Point Regeneration Partnership, a partnership formed
of all key public and non-government agencies, whose ambitions are to further the regeneration of
Castle Point with appropriate projects.
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As stated earlier, strategic partnership arrangements are subject to development and review and
the Council has accepted recommendations from the Peer Challenge that includes conducting a
review of strategic and operational partnerships and the outcomes they deliver considering the
future capacity constraints.
Significant governance issues
The following are the key governance issues that have been identified:
Number

Challenge

Action 2012/13

Date of
implementation

Responsible
officer

1.

Financial Challenge
for the future.

Investigate the
strategic options
and demand
management.
Continue to progress
the Efficiency work
programme.

March 2015

Chief Executive

2.

Need to set out
Clear Medium
Term Ambitions
and Priorities which
consider local
issues and needs
as well as the
challenging financial
circumstances.

Develop a Corporate
Plan with clear
Ambitions and
Priorities

December 2013

Head of
Performance &
Service Support

3.

Need to manage the
potential proliferation
of partnership
working which risks
possible confusion
and lack of focus.

Undertake a review of
Partnership Working

March 2014

Head of
Regeneration &
Neighbourhoods

4.

Possible insufficient
corporate resources
to implement change.

Further develop
organisational and
succession planning
and ensure sufficient
corporate resources
in place to manage
and deliver change.

December 2014

Chief Executive

5.

Ensure revised
governance
processes such
as performance
management,
service planning,
risk management
and data quality are
operating effectively
at an operational
level.

Governance Group
to be fully operational
and undertake a
programme of actions
to embed processes.

March 2014

Head of
Performance &
Service Support
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6.

Need to ensure
Business Continuity
arrangements are
fully embedded.

A revised and
simplified Business
Continuity Service
Plan toolkit will be
drafted.

March 2014

Facilities &
Asset Manager

Undertake further
work to embed
arrangements
including training and
briefing sessions with
operational managers
and development of
managers assurance
processes.
We propose over the coming year to take steps to address the above matters to further enhance our
governance arrangements. We are satisfied that these steps will address the need for improvements
that were identified in our review of effectiveness and will monitor their implementation and operation
as part of our next annual review.

David Marchant
Chief Executive
30 June 2013

Councillor Pam Challis
Leader of the Council
30 June 2013
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Accounting Period
The period of time covered by the accounts. For the Council this is a period of 12 months from 1
April in one year until 31 March in the following year. The end of the accounting period is the date of
the Balance Sheet.
Accruals concept
Income and expenditure are recognised when they are earned or incurred, not when money is
received or paid.
Actuarial Gains and Losses
For a defined benefit pension scheme, the changes in actuarial surplus and deficits that arise
because either events have not coincided with previous actuarial assumptions, or where actuarial
assumptions have changed.
Adjustment Account
Statutory adjustment accounts which are used for the differences between the accounting cost of
providing services in accordance with generally accepted accounting practices, and the amount to
be funded from taxation for the General Fund and housing rents for the Housing Revenue Account.
Examples include the Capital Adjustment Account and the Revaluation Reserve. These accounts
form part of Unusable Reserves as reported on both the Balance Sheet and the Movement in
Reserves Statement.
Assets
Resources controlled by the Council as a result of past events, and from which future economic
benefits or service potential is expected to flow to the Council. See also Intangible Assets and
Tangible Assets.
Balance Sheet
One of the primary statements. The Balance Sheet is a statement of all the assets, liabilities, reserves
and other balances held by the Council to show the overall net worth of the Council at a certain point
in time. It brings together details of the individual funds maintained by the Council as at the end of the
relevant accounting period. Please also refer to the detailed description on pages 3 or 22.
Capital Adjustment Account
A statutory unusable reserve included on the Balance Sheet, which represents the balance of capital
resources set aside to finance capital expenditure, and certain other capital financing transactions,
including the reversal of some entries posted to the Movement in Reserves Statement.
Capital Charges
Charges made to revenue service department accounts to reflect the cost of non-current assets
used during the period. This primarily relates to depreciation charges.
Capital Expenditure
Expenditure on the acquisition of a new non-current asset, such as a piece of land or a building, or
expenditure which adds to, and not merely maintains, the value of an existing non-current asset, for
example by prolonging it’s useful life.
Capital Financing Requirement
The value of the capital expenditure incurred historically by the Council that has yet to be financed.
Please also refer to the detailed description on page 76.
Capital Receipt
The proceeds from the sale of a non-current asset. The government prescribes the amount of the
receipt which must be set aside to repay debt and the usable amount which may be used to finance
capital expenditure.
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Carrying Amount
The principal amount plus accrued interest at the Balance Sheet date.
Cash Flow Statement
One of the primary statements. The statement shows how the Council has generated and used cash
and cash equivalents during the period, classified into operating, investing and financing cash flow
activities. Please refer to the detailed description on pages 3 or 24.
Chartered Institute of Public Finance and Accountancy (CIPFA)
The Chartered Institute of Public Finance and Accountancy is the professional body responsible for
determining local government financial regulations. CIPFA issues annually the Code of Practice on
Local Authority Accounting in the United Kingdom (the Code).
Code of Practice on Local Authority Accounting in the United Kingdom
A document issued by the Chartered Institute of Public Finance and Accountancy (CIPFA) which
sets out the proper accounting practices for Local Government to adhere to in the preparation of their
annual Statement of Accounts.
Comprehensive Income and Expenditure Statement (CI&ES)
One of the primary statements. This statement brings together income and expenditure relating to
all of the Council’s functions. It demonstrates how the costs have been financed from government
grants and income from local taxpayers. Please also refer to the detailed description on pages 2 or
20.
Collection Fund Income and Expenditure Account
One of the supplementary statements. All receipts of Council Tax and National Non-Domestic Rates
are paid into this account. The Council uses this money to pay the precepts due to Essex County
Council, Essex Police Authority and Essex Fire Authority, and also the Council Tax demand by the
Council’s General Fund, which finances the Council’s day to day expenditure. Please refer to the
detailed description on pages 4 or 107.
Contingent Asset
A possible asset that arises from past events but will only be confirmed by the occurrence of one or
more uncertain future events not wholly within the Council’s control.
Contingent Liability
This is either:
•• A possible obligation that arises from past events and whose existence will be confirmed only by
the occurrence of one of more uncertain future events, not wholly within the Council’s control, or
•• A present obligation that arises from past events but which is not be recognised because either
it is not probable that a transfer of economic benefits will occur, or the amount of the obligation
cannot be measured with sufficient reliability.
Corporate and Democratic Core (CDC)
This incorporates the following sub-divisions, the activities of which can not be charged to services
under the Service Reporting Code of Practice (SERCOP):
•• Democratic Representation and Management costs - includes all aspects of Members activities
including corporate, programme and service policy making, general governance and representing
local interests.
•• Corporate Management Costs - concerns those activities which provide the infrastructure which
allows services to be provided, whether by the Council or not, and the information required for
public accountability.
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Creditor
Amounts owed by the Council for goods, services or works received by the Council, for which
payment had not been made by the Council at the Balance Sheet date.
Current Asset
An asset held which will be used or received within the next financial year.
Current Liability
An amount which will become payable or could be called in within the next financial year.
Debtor
Amounts owed to the Council for goods, services or works provided by the Council, for which
payment had not been received by the Council at the Balance Sheet date.
Derecognition of non-current assets
Derecognition is when an amount that has been included as part of a non-current asset is removed
from the asset value recorded on the Balance Sheet. This is either:
•• On disposal, or
•• When no further economic benefits are expected from that asset or part of asset.
When an asset has enhancement work performed on it to replace or restore all or part of it, an
adjustment is applied to remove the estimated amount already recorded in the asset value of that
part replaced or restored.
Depreciation
The measure of the loss in value of an asset during the period due to age, wear and tear, deterioration
or obsolescence. This charge is spread over the useful life of the asset.
Earmarked Reserve
Amounts set aside for specific future commitments or potential liabilities.
Expenditure
The gross outflow of economic benefits or service potential during the accounting period, which
result in a decrease in reserves, either through the consumption of assets or an increase in liabilities.
Fair Value
The amount for which an asset could be exchanged or a liability settled in an open market.
General Fund
This is the main Income and Expenditure account which summarises the cost of all services (except
those related to Council Housing) provided by the Council.
Government Grants
Grants made by the Government towards either revenue or capital expenditure to support the cost
of the provision of the Council’s services. These grants may be specifically towards the cost of
particular schemes or simply to support the overall revenue spending of the Council.
Gross Book Value
The Gross Book Value is the original price paid for an asset, adjusted for subsequent revaluations,
acquisitions, enhancements and disposals, prior to deductions for depreciation.
Heritage Asset
Non-current (long term) assets which have historical, artistic, scientific, technological, geophysical
or environmental qualities, are held and maintained principally for their contribution to knowledge
and culture, and are intended to be preserved in trust for future generation due to their cultural
environmental or historical associations.
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Housing Revenue Account (HRA) Income and Expenditure Statement
One of the supplementary statements. The Housing Revenue Account reflects a statutory obligation
to account separately for local authority housing provision, specifically the management and
maintenance of the Council’s housing stock. It shows the major elements of housing revenue
expenditure and how this is met by rents, subsidy and other income. Please also refer to the detailed
description on pages 4 or 101.
Impairment
A reduction in the value of a non-current asset caused by an event occurring to the asset or to
the economic environment in which it operates. This reduces the Gross Book Value of the asset
recorded on the Balance Sheet.
Income
The gross inflow of economic benefits or service potential during the accounting period, which result
in an increase in reserves, either through an enhancement of assets or a decrease in liabilities.
Intangible Assets
Non-current (long term) assets that do not have a physical substance but are identifiable and are
controlled by an entity through custody or legal rights. This includes software licences.
Investment Properties
Non-current (long term) assets which are held by the Council to either earn rental income from, or
for capital appreciation, rather than for use in providing services.
Leases
These can be either:
•• Finance lease - a lease that transfers the substantial risks and rewards of ownership of a noncurrent asset to the lessee.
•• Operating lease - a lease other than a finance lease. This is a method whereby a Council can use
an asset, but not own it. The asset is therefore not classified as capital expenditure.
Liabilities
Present obligations of the Council arising from past events, which are expected to be settled through
an outflow of resources from the Council, in the form of future economic benefits or service potential.
Materiality concept
This refers to the premise that the financial statements often cannot be precisely accurate but this
need not distract from their ability to be fairly stated. Within certain limits a tolerance is permitted in
measurement and disclosure of financial statement items and the concept of materiality determines
the degree of this tolerance.
Minimum Revenue Provision (MRP)
This is the minimum amount which must be charged to the revenue account each year in order to
provide for the repayment of loans and other amounts borrowed by the Council.
Movement in Reserves Statement (MIRS)
One of the primary statements. The MIRS summarises the change in the financial year across all the
reserves and balances held by the Council. Please refer to the detailed description on pages 2 or 18.
Movement on the Housing Revenue Account (HRA) Statement
One of the supplementary statements. This shows how the HRA Income and Expenditure Statement
surplus or deficit for the year is adjusted to reach the closing HRA balance for the year.
National Non-domestic Rates (NNDR)
A flat rate in the pound set by central government and charged to businesses in the borough. The
money is collected by the Council and then passed to central government who reallocate the income
to all councils in proportion to their population. Commonly also referred to as Business Rates.
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Net Book Value
The Net Book Value of an asset is equivalent to its Gross book value, less the deduction of cumulative
depreciation charges. Net Book Value is also often referred to as depreciated cost. Asset values
recorded on the Balance Sheet are at Net Book Value.
Net Cost of Services
The total cost of providing services after deducting any specific grants or other income.
Net debt
The Council’s total borrowings and obligations less cash and investments held by the Council.
Non-Current (Long Term) Assets
Assets that yield benefit to the Council and the service it provides for a period of more than one year.
These are split into Tangible Assets and Intangible Assets - please see those definitions.
Non-Distributed Costs (NDC)
These are overheads for which no user benefits and are not therefore apportioned to services, for
example pensions arising from discretionary added years service.
Other Comprehensive Income and Expenditure
The increase or decrease in the net worth of the Council as a result of movements in the fair value
of its assets, as reported on both the Comprehensive Income and Expenditure Statement and the
Movement in Reserves Statement.
Precept
The levy made on billing authorities, such as Castle Point Borough Council, by precepting authorities,
such as Essex County Council, Police and Crime Commissioner for Essex and Essex Fire Authority.
These levies require the billing authority to collect income from Council Taxpayers on behalf of the
precepting authorities.
Principal amount
The original amount of a debt or investment on which interest is calculated.
Prudential Code
This sets out the regulatory system of capital finance and capital controls for local authorities. This
gives authorities the freedom to determine how much of their capital investment they can afford to
fund by borrowing, and seeks to ensure that an authority’s capital investment plans are affordable,
prudent and sustainable. As part of this local authorities are required to set and report on certain
Prudential Indicators.
Public Works Loan Board (PWLB)
A central government agency which provides loans for one year and above to authorities at interest
rates only slightly higher than those at which the government itself can borrow.
Reserves
The accumulation of surpluses of income over expenditure from previous years. They are not allocated
to specific liabilities in the way that provisions are although earmarked reserves are allocated for
specific purposes. See also Usable Reserves and Unusable Reserves.
Revaluation
A revaluation of non-current assets is a technique used to adjust for the true value of certain classes
of non-current assets owned by the Council. The purpose of a revaluation is to bring into the accounts
the fair market value of non-current assets.
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Revaluation Reserve
A statutory unusable reserve included on the Balance Sheet, which represents increases in value
arising from revaluations of non-current assets. Impairment to an asset will reduce any previous
increase in value for that asset recorded in this reserve. Other statutory adjustments are also posted
to this reserve on disposal of assets, and also for depreciation.
Revenue Expenditure Funded from Capital under Statute
Expenditure normally categorised as capital expenditure which does not result in or remain matched
with a non-current asset and which may be properly deferred. An example is expenditure on
improvement grants.
Service Expenditure Reporting Code of Practice (SeRCOP)
A document issued by the Chartered Institute of Public Finance and Accountancy (CIPFA) which sets
out the proper accounting practices for Local Government in regard to the content and presentation
of the costs and income of services.
Substance over Form
This concept requires that transactions and other events are accounted for and represented in
financial statements with regard to their economic substance and financial reality rather than just
their legal form.
(Surplus) / Deficit on the provision of services
The increase (surplus) or decrease (deficit) in the net worth of the Council as a result of incurring
expenses and generating income, as reported on both the Comprehensive Income and Expenditure
Statement and the Movement in Reserves Statement.
Tangible Assets
Non-Current (Long term) assets which have a physical substance. Examples include land, buildings
and vehicles.
Unusable Reserves
Reserves which are not available to fund future expenditure and liabilities, as reported on both the
Balance Sheet and the Movement in Reserves Statement. These reserves represent unrealised
gains and losses, such as on the revaluation of non-current assets, as well as an estimate of the
liability arising on the pension fund.
Usable Reserves
Revenue and Capital resources available to fund future expenditure and liabilities, as reported on
both the Balance Sheet and the Movement in Reserves Statement. These reserves represent the
accumulation of previous years’ surpluses of revenue income above revenue expenditure, and also
other sources of income such as from the sale of non-current assets.
Useful Life
The period over which benefits will be derived from the use of a non-current asset.
Value Added Tax (VAT)
VAT is an indirect tax levied on most business transactions, and on many goods and some services.
There are two elements to VAT:
•• Input Tax: Tax paid by the Council on purchases it makes; and
•• Output Tax: Tax received by the Council on sales it makes.
VAT must be passed onto HM Revenue and Customs (HMRC), when output tax exceeds input tax,
or reclaimed from HMRC when input tax exceeds output tax.
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