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Explanatory foreword



2.

Revenue Budget






leisure centres also exceeded budget as a result of one-off
backdated bills being identified and higher unit costs (£219,000).

* The Grounds Maintenance function also incurred additional
employee and running costs and generated less variation order
income resulting in an overspend of £417,000. Actions have already
been planned to minimise these costs in 2006/07.

* The Land and Property division generated an additional one-off net
surplus of £158,000 mainly as a result of transaction fees and a
back-dated turnover rent being finalised. Reduced support costs
and an over-recovery of fees by Engineers generated a surplus of
£255,000. The surveyors, architects and building design teams
generated a net surplus of (£146,000).

* Regeneration, planning and development has underspent as a
result of containing employee and running costs and using Planning
Delivery Grant to off-set other costs.

* Waste Services - due to a change in the apportionment of trade
waste tonnage charge from ELWA, non-recurring net additional
costs were incurred that could not be fully recovered — £152,000.
Running costs (£29,000) and additional vehicles were hired to
deliver the flatted recycling collection service £80,000

» Street Cleansing — additional employee, transport and supplies
costs were incurred in order to meet standards and improve
performance.

* Fleet Services — reduced demand for coaches from Education and
Social Services led to an overspend of £150,000. Reduced private
hire demand led to an overspend of £113,000 offset which was by
reduced vehicle hire of £74,000. One-off costs of £102,000 were
incurred to ensure the secure and safe premises of the new
transport depot as a result of the re-location from Eastbrook Garage
to Creek Road Depot. Other net transport operations underspent by
£26,000.

The Council’s full position on its 2005/06 revenue outturn was reported to
its Executive meeting on the 13" June 2006. The Council has in place a
medium term financial strategy which is based on achieving a balanced
budget by not using reserves for recurring expenditure.

The Council’'s General and School reserves position as at 31/3/2006 is as
follows:
| [ 31/3/2005 | 31/3/2006







At 31st March 2006, the Council had £72m in Capital Receipts available to
finance future years’ capital programmes. However a substantial amount of this
balance is already committed to funding the Council’s future capital spending
plans and its outstanding capital creditors from 2005/06.

In 2005/2006 the Council neither had nor entered into any long term borrowing to
finance Capital expenditure having decided to repay all such borrowing in 1993.
The capital programme for 2005/06 was therefore funded from a combination of
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Further Information
Further information about the accounts is available from:-

Divisional Director of Corporate Finance,

London Borough of Barking and Dagenham
Civic Centre,

Dagenham, Essex. RM10 7BY
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Statement of Responsibilities for the
Statement of Accounts

The Council’s Responsibilities

The Council is required:-
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1. Introduction

The Accounts and Audit Regulations (England) 2003

require the Authority to be responsible for ensuring that its

financial management is adequate and effective and that it

has a sound system of internal control which facilitates the

effective exercise of its functions and which include

arrangements for the management of risk. Coupled with
this the Authority has responsibility for conducting at least annually a review of the
effectiveness of the system of internal control and for including a Statement on Internal
Control (SIC), prepared in accordance with proper practices, with its published
accounts.

Arrangements in place at Barking and Dagenham include the following: governance
arrangements, standing orders, internal audit, financial regulations and performance
monitoring. Without such existing arrangements the Authority could not effectively



A system of internal control has been in place at the Council for the year ended 31+
March 2006 and up to the date of approval of the annual report and accounts.

4. The internal control environment
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(CPA) process; external inspections, other strategic issues such as the Customer First
agenda, and annual service planning and budget process.

Both the Executive and the CMT regularly monitor performance information. Key
performance information is reported at the weekly Performance Boards attended by
Directors and chaired by the Chief Executive. Performance is considered at least
monthly by Directors at departmental management team meetings and by Members on
a quarterly basis at the Executive. Worst performing indicators are reported with action
plans to the Scrutiny Management Board.

The Corporate Monitoring Group receives reports and improvement plans arising from
external inspections. It oversees delivery against Council Improvement Plans and a
range of Performance Indicators (PIs) (developed in response to the Corporate
Performance Assessment recommendations).

An annual service scorecard process is incorporated into the Personal Performance
Management interviews of all the senior managers of the Council. This gives Members
a further opportunity to influence the development of service objectives.

All statutory and local performance indicators are subject to an internal audit which in
turn is reviewed by the Council’s external statutory auditors.

The Council's aim is to move its CPA judgment to Good in 2006 and Excellent in 2008.
This will be continued to be strengthened year on year.

The seven Community Priorities remain the broad context for all of the Council’'s
actions. These are set out annually in our Corporate Plan and underpin the

Council’'s work with its partners in the community through the Barking and

Dagenham Partnership. This synergy ensures that the Council and its partners are on
track towards delivering their shared aim for 2020: “Together we will Build
Communities and Transform Lives”.

The diagram below sets out the Council’s planning processes. It shows the linkages
between different parts of the process - from setting community priorities to individual
appraisals. Every member of staff has received a leaflet and a briefing on the priorities
and values from the Chief Executive undertaken in March 06.
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Aim:
“Together we will build communities and transform lives”
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Executive Members have published summarised versions of their “portfolio
statements” in the Corporate Plan. These set out their major ambitions and are
presented and monitored at the Executive on a quarterly basis.

Financial Management and Budgetary Control
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relevant Project Sponsors in spending Departments. During 2005/6, the CPMO was
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The Monitoring Officer and the Assistant Chief Executive Partnerships and Democracy
(Whistleblowing Officer) also submit annual reports to the Standards Committee.

The Monitoring Officer monitors and reviews the operation of the Constitution to
ensure that its aims and principles are given full effect.

A Members’ Code of Conduct is contained within the Constitution. Members’
Registers of Interests and Hospitality are kept by the Monitoring Officer.

The Divisional Director of Legal Services (and Monitoring Officer) advises upon the
legal implications of committee reports, advises Members and Officers on legality,
probity and constitutional issues and updates the Council on significant legal
developments.

5. Review of effectiveness

The Council has responsibility for conducting, at least annually, a review of the
effectiveness of the system of internal control. The review of the effectiveness of
the system of internal control is informed by the work of the Internal Auditors and
the Directors and Heads of Service within the Council who have responsibility for
the development and maintenance of the internal control environment, and also by
comments made by the external auditors and other review agencies and
inspectorates.

Financial Management and Budgetary Control

The remit of the Corporate Monitoring Group includes the responsibilities of an Audit
Committee. This has been revised and from May 06, a separate Audit Committee has
been established (in accordance with CIPFA guidance) reporting to the Assembly.

Internal Audit review and test the key controls in the Council’s major financial
systems on an annual basis.

The totality of this work is considered by the Council’'s external auditors as part of their
annual audit process. The implication of this is that the external auditors can place
reliance on the work of Internal Audit and that it complies with appropriate professional
standards and statutory requirements.

Corporate Governance

Compliance with the CIPFA / SOLACE best practice guidance has been tested in
detail and on the basis of that work a Code of Corporate Governance has been
approved by both the Executive and the Assembly. This is the subject of an

annual review by a senior officer who reports the outcome to the Executive and the
Assembly.

Various individual policies comprising the Corporate Governance Framework are
reviewed as part of a rolling annual programme by the Standards Committee. All
changes are submitted to the Assembly for approval.

The Monitoring Officer undertakes a rolling programme of checks, at the request of the
Scrutiny Management Board, to test the operational effectiveness of the
Scheme of Delegation and compliance with constitutional provisions such as
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contracts rules and to vouch for the legality and probity of decisions taken in this
context. Members are reminded to notify of any changes of interests or new
interests to be recorded in the Register of Members’ Interests.

The Monitoring Officer vets the legal implications of all committee reports.

Risk Management Mechanisms

Risk management is a mandatory feature of the Balanced Scorecard of each senior
officer. The Council now believes that risk management is embedded within the senior
structure of the organisation. This is evidenced by risk assessments within capital
projects, all reports and the ongoing review of risk registers.

The 2005 Statement on Internal Controls advised on the review of the risk management
arrangements and advised on the implications of the result of the review of the
effectiveness of the system of internal control to the Assembly, the Executive, the
Scrutiny Management Board, the Standards Committee and the Corporate Monitoring
Group in 2005/6, and a plan to address weaknesses and ensure continuous
improvement of the system was put in place and is now established.

Considerable progress has been made in the last year in implementing Risk
Management throughout the Authority.

- A risk management policy agreed by the Executive in 2004/5 has been
reviewed and updated

- A full time corporate risk manager was appointed in December 05.

- Both strategic and operational risk registers have been completed, and are
being reviewed, monitored and maintained on a regular basis.

- Risk management remains as a mandatory feature of the Balanced Scorecard
of each senior officer

- The explicit consideration of risks remains a mandatory feature of all committee
reports

The initial training carried out in 2004/5 is being built upon by a mandatory training
programme on the improved risk management process during 2006/7.

6. Significant internal control issues
External Inspections

Recent external inspections of the Council in the areas of; Cultural Services, Mental
Health Services, Home Care, Fostering and Adoption have identified areas of strength
and weakness in the delivery of these services. The full details of the findings and
recommendations can be found in the relevant inspection reports. The Council has
acknowledged the outcomes of these inspections and action plans are in place to make
service improvements, share learning and best practice. Full monitoring of these plans
and their progress on delivery will be reported regularly to the Projects Board, the
Executive (where appropriate) and CMT.



Business Continuity Planning

The Business Continuity Planning Steering Group identified Council Services which
were identified as Vital Services under Civil Contingencies Act (2004). The Act defines
these services as

i) Emergency management/civil protection: Functions that underpin the authority’s
capability to respond to the emergency itself, and take effective action to reduce,
control or mitigate the effects of the emergency.

i) Impact on human welfare, the environment and security: The significance of
services to the effective functioning of the community in the event of an emergency.
i) Legal implications: Statutory requirements on Category 1 responders and the
threat of litigation if a service is not delivered, or delivered adequately.

iv) Financial implications: Loss of revenue and payment of compensation.

V) Reputation: Functions that impact on the credibility and public perception of a
responder body.

All relevant Heads of Service have completed a Business Continuity Plan. The next
stage of the process is to check and test the plans, and work has already started on
this.

Other issues

In the 2004/05 Statement on Internal Control, we reported that problems had arisen in
respect of the accounts receivable system and debtor balances on the general ledger.
Controls have been developed during 2005/06 to address this issue, and as a result,
only timing differences remain between the two systems, with full reconciliation
processes now in place. In addition to this, comprehensive management information
has been developed on aged debtors and reported to the Resource Monitoring Panel
for the final quarter of the year, this will continue into future years.
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6.

Fixed Assets

6.1

6.2

Recognition

Expenditure is capitalised and categorised as a fixed asset where it meets
the definitions provided by statute and the SORP. To be capitalised,
expenditure must yield benefits to the Council for more than one year.

Measurement & Revaluation

All expenditure on the acquisition, creation or enhancement of fixed assets
has been capitalised on an accruals basis. The cost of a fixed asset is its
purchase price plus any other costs directly attributable to bringing it into a
working condition for its intended use.

A de minimis level for the capitalisation of fixed assets of £20,000 has been
used for the majority of asset valuations, with £6,000 used for vehicles.

Fixed asset valuations have been made in accordance with the Appraisal
and Valuation Manual published by the Royal Institution of Chartered
Surveyors (RICS) with particular reference to guidance note 11 (Valuation
of Local Authority Assets for Financial Statements).

The following types of assets have been valued in the balance sheet at the
lower of net current replacement cost or net realisable value.

Class of Asset Valuation Method

Council Dwellings Depreciated Replacement Cost
Other Land & Buildings Depreciated Replacement Cost
Vehicles, Plant & Equipment Depreciated Replacement Cost
Investment Properties Open Market Value
Community assets Historic Cost

Infrastructure assets Historic Cost

Non-HRA assets in these accounts are based on a valuation certificate
issued by the District Valuer as at 1%



6.3 Disposals

Receipts from the disposal of fixed assets are credited to the capital
receipts reserve on an accruals basis, when it is sufficiently certain that the
sale will proceed. Upon disposal, the net book value of the asset is written
off against the fixed asset restatement reserve.

If an asset was disposed of by an exchange for another asset, this other
asset is included in the Consolidated Balance Sheet at its Fair Value (this
being the value at which the asset could have been bought or sold at that
time).

6.4 Depreciation

Depreciation is provided for all fixed assets with a finite useful life
(determined at the time of acquisition or revaluation). For fixed assets (other
than non-depreciable land and non-depreciable operational investment
properties) the only grounds for not charging depreciation is that the
depreciation charge is immaterial. Assets in the course of construction are
stated at cost and not depreciated until brought into use.

Assets, other than land, are depreciated over their useful economic life as

follows:
Asset Type Depreciation Method
Buildings HRA Dwellings — Following the revaluation of

assets in 2004/05, it is considered that using
Major Repairs Allowance (MRA) as a proxy for
depreciation would materially understate HRA
depreciation. Council Dwellings have been
depreciated on a straight line basis over 50
years.

Non-HRA Buildings - Straight line basis over
their useful economic life as determined by the
district valuer.

Vehicles, Plant &



Foreign Currency Transactions

Income and expenditure arising from transactions denominated in foreign
currencies are translated into Sterling at the exchange rate in operation on the
date on which the transaction occurred. If rates do not fluctuate significantly
during the financial year, then an average rate is used. If individual transactions
were settled at a contracted rate, then that rate has been used. At the end of the



12. Costs of Support Services

12.1. Charges or apportionments covering support service costs are made to all
users, including services to the public, divisions of services, trading






16.

17.

18.

19.

20.

Reserves

Amounts set aside for purposes falling outside the definition of provisions are
treated as reserves. They fund future projects, unplanned expenditure and
irregular but recurring expenditure. Transfers to and from reserves are distinct
from service expenditure shown in this Statement of Accounts and the purpose,
usage and the basis of such transfers are clearly identified in the Statement of
Total Movements in Reserves on (Page 42).

Stocks and Long Term Contracts

Revenue goods and materials (stocks) that were not consumed by the end of the
year have been carried forward. Stocks are included in the Consolidated
Balance Sheet at the lower of cost or net realisable value. Interim valuations
have been made for long-term contracts and work in progress. They have been
valued at cost. Payments received or receivable on account have been deducted
in arriving at the Consolidated Balance Sheet valuation.

Value Added Tax

All transactions are shown net of any Value Added Tax, whether capital or
revenue, unless for some specific reason it is irrecoverable. As in the case of all
Local Authorities, the Council is able to recover a major part of Value Added Tax
incurred from H.M Revenue & Customs. Any balance due to the Council is
included in the debtors figure shown in the Consolidated Balance Sheet.

Capital Receipts

The Council has been a debt free authority since 1993. Prior to 1% April 2004,
the Council was able to keep 100% of its capital receipts, and use them for any
purpose. From 1% April 2004, the Local Government Act 2003 came into force,
and changed the regulations in respect of capital financing. The act stipulates
that the Council is required to pool its future Housing Revenue Account (HRA)
capital receipts at the rate of 75% for RTB sales and 50% for other HRA
disposals. There are, however, arrangements in place that entitle debt free
authorities to transitional relief. As such, the Council only had to pool 25% of the
amount it would have pooled from capital receipts in 2004/05. This rose to 50%
in 2005/06 and will rise to 75% in 2006/07. The amount retained by the Council
under transitional arrangements from HRA receipts must be spent on the HRA,
or on regeneration projects.

The remaining 25% from HRA receipts, and proceeds from any other asset
disposals can be used for any capital project.

Private Finance Initiative

PFI schemes have been accounted for in accordance with FRS 5 Application
Note F: Accounting for Private Finance Initiatives, and Treasury Taskforce
Technical Note 1 (Revised): How to account for PFI transactions.

The Council has classified the PFI scheme at the Jo Richardson Community
School and Eastbury Comprehensive as “off-balance sheet”.
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Consolidated Revenue Account

2004/2005 2005/2006
NET SERVICE NOTES GROSS INCOME NET
EXPENDITURE EXPENDITURE EXPENDITURE
£000 £000 £000 £000
CONTINUING OPERATIONS 1&8
4,017 Central Services to the Public 5,045 (557 4,488
100 Court Services 108 4 104
29,711 Cultural, Environmental, and Planning Services 51,795 (16,771 35,024
128,046 Education Services 197,218 (61,378 135,840
14,883 Highways, Roads and Transport Services 19,928 (4,498 15,430
52,580 Housing Services 210,879 (164,476 46,403
62,481 Social Services 100,009 (31,213 68,796
6,010 Corporate and Democratic Core 5,447 (27 5,320
2,043 Non Distributed Costs 1,749 0 1,749
299,871 NET COST OF SERVICES 592,178 (279,024 313,154
(883) Net surplus on Trading undertakings 11 (498)
(54,995) Asset Management Revenue Account 4 (49,337)
5,665 Contribution of housing capital receipts to 7,212
Government pool

12,321 Amounts due to - precepting authority 12,945
5,535 - levying authorities 2 5,902
(8,598) Interest on Balances (8,013)
19,784 Pensions Interest Cost 8 22,940
(20,815) Expected Return on Pensions Asset 8 (20,730)




Notes to the Consolidated Revenue
Account
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2. Levies

2004/2005 2005/2006

11



Section 5 - Publicity Expenditure

Section 5 (1) of the Local Government Act 1986 requires Authorities to keep a
separate publicity account. The definition of publicity is given as any
communication, in whatever form, addressed to the public. A detailed account of
this expenditure is available for inspection from:-

Head of Corporate Finance
London Borough of Barking and Dagenham,

Civic Centre,
Dagenham,
Essex.
RM10 7BY

2004/2005 2005/2006

£°000 £°000

Staff Advertising 1,649 1,525
Non Staff Advertising 438 341
Printing 111 136
Publicity & Publications 469 444
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Pension Costs

Pension Fund

In 2005/2006 the Council paid an employer’s contribution of £9.89 million into the
Pension Fund (2004/2005 £6.84 million) representing 12% of pensionable pay.
The contribution rate is determined by the Fund’s Actuary based on a triennial
actuarial valuation, the last review being 31° March 2004. Under Local
Government Pension Scheme Relegations, contribution rates are set to meet
overall liabilities of the fund.

As part of the terms and conditions of employment of its officers and other
employees (excluding teachers), the Council offers retirement benefits. Although
these benefits will not actually be payable until employees retire, the Council has
a commitment to account for the payments at the time that employees earn their
future entitlement. The Council therefore recognises the cost of retirement
benefits in the Net Cost of Services when they are earned by employees rather
than when the benefits are eventually paid as pensions. However the charge
made against council tax is based on the cash payable in the year, so in order to
not impact on the Council Tax the real cost of retirement benefits is reversed out
of the Consolidated Revenue Account (CRA) after Net Operating Expenditure.
The following transactions have been made in the CRA during the year:

2004/05  2005/06

£'000 £'000

Net Cost of Services

e Current service cost 13,019 13,560

e Past service costs 35 150

e Curtailments and Settlements 582 120
Net Operating Expenditure:

e Interest cost 19,784 22,940

* Expected return on assets in the scheme (20,815) (20,730)
Amounts to be met from Government Grants and
Local Taxation:

* Movement on pensions reserve (5,764) (6,150)
Actual amount charged against council tax for
pensions in the year:

* Employers’ contributions payable to scheme 6,841 9,890

Teachers

In 2005/2006 the Council paid £8.087 million (£7.9 million in 2004/2005) to the
Department of Education and Skills in respect of teachers’ pension costs
representing 13.5% (13.5% in 2004/05) of pensionable pay.
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Pooled Funds

Section 31 of the Health Act 1999 enables joint working arrangements between
NHS bodies and local authorities. The Council entered into a partnership with
Barking and Dagenham Primary Care Trust (PCT) which pooled budgets from
both organisations to provide a Learning Disability Services for the 3 year period
2002/03 to 2004/05. The pooling of funds formally ended on the 31% March 2005
at the mutual agreement of both parties. During 2005/06 the Council and the
PCT operated a parallel budget overseen by the Learning Disabilities Joint
Commissioning Board.

Total Total
2004/05 2005/06
£’000 £°000
Gross Funding
- The Council (7,066) 0
- PCT (3,006) 0
(10,072) 0
Expenditure 10,064 0
Net (Under) / Overspend (8) 0
Apportionment of underspend
- The Councll 0 0
-PCT (8) 0
Net Overspend / (Underspend) (8) 0
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10.

11.

Disclosure of Audit Costs

In 2005/06 The London Borough of Barking and Dagenham

following fees relating to external audit and inspection:

incurred the

* Fees payable to the appointed auditor with regard to
external audit services.
* Fees payable to the Audit Commission in respect of
statutory Inspection.
* Fees payable to the appointed auditor for the
certification of grant claims and returns.
* [Fees payable in respect of other services provided by
the appointed auditor.

2004/05 | 2005/06
£°000 £°000
403 431
117 87
185 182
60 120

Note: The Council’s appointed auditor is PricewaterhouseCoopers LLP.

Trading Undertakings

CIPFA’s Best Value Accounting Code of Practice defines trading operations as
services provided to users on a basis other than a straightforward recharge of

cost, providing services in a competitive environment. The following 10 trading
units meet this definition:

2005/06 Memo 2004/05
Net Capital Net
Expenditure Income (Income) / Charges (Income) /
£000 £000 Expenditure | Included | Expenditure
£'000 £'000 £'000
Teachers 260 (205) 55 33 (13)
Accommodation
Barking Market 685 (685) 0 0 0
Land Management 149 (1,360) (1,211) 1 (877)
Eastbury House 315 (134) 181 0 170
Building Cleaning 3,333 (3,476) (143) 0 (77)
Security 1,466 (1,431) 35 0 (2)
Grounds Maintenance 2,994 (2,421) 573 87 53
Other Catering 252 (207) 45 0 (2)
Castle Green (new for 803 (694) 109 0 -
2005/06)
Housing Rents 1,739 (1,881) (142) 0 (136)
Total 11,996 (12,494) (498) 121 (883)

The final net expenditure of these trading accounts is included within the
Consolidated Revenue Account.
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12.

13.

14.

Remuneration of senior staff (including teachers)

Details of sums paid to or receivable by senior staff, sums due by way of
expenses allowances and the monetary value of any benefits received other
than in cash are as follows:-

2004/2005 2005/2006
Number of staff Value Of Remuneration Number of staff
81 £50,000 to £59,999 106
42 £60,000 to £69,999 38
7 £70,000 to £79,999 17
7 £80,000 to £89,999 9
6 £90,000 to £99,999 2
0 £100,000 to £109,999 3
0 £110,000to £119,999 1
1 £120,000 to £129,999 0
0 £130,000 to £139,999 0
0 £140,000 to £149,999 1

Members allowances

The total amount paid to councillors in 2005/06 for members’ allowances was
£745,521 (E717,718 in 2004/05). A report outlining these expenses was
submitted to the Council’'s Assembly on the 17th May 2006 and a list showing
the total amount paid to each member of the Council has also been published
which can be inspected at any time within normal working hours at the Civic
Centre, Dagenham.

Thames Gateway London Partnership
The Council is the accountable body to Thames Gateway London Partnership

(TGLP), an unincorporated association whose objectives are to bring about high
guality, sustainable economic regeneration of the whole Thames Gateway area.

16



Related Party Transactions

The Code of Practice requires a disclosure of any material transactions between
the Council and its related parties — bodies or individuals that have the potential
to control or influence the Council or to be controlled or influenced by the
Council.

Central government has significant influence over the Council’s operations, as it
is responsible for the statutory framework within which the Council operates, and
provides the majority of the Council’s funding. Full details of transactions with
government departments are set out in note 3 to the cashflow statement.

During 2005/06, the Council carried out a comprehensive exercise to ensure that
it accounts correctly for any related bodies and potential “group entities” (such as
subsidiary companies). The conclusion of this work was that there were no group
entities to consolidate, although the results of Thames Gateway London
Partnership have been included in these accounts.

In early April 2006 all Councillors and Chief and Statutory Officers were
canvassed to identify any such transactions that had taken place during
2005/2006. The following Members of the Council have material related party
transactions with the Council:

MEMBER/ OFFICER VALUE OF PAYMENTS BY COUNCIL TO RELATED Value of
ORGANISATIONS Payments

Clir J Blake ClIr Blake’s husband is a trustee of the charity Barking
and Dagenham Befrienders.

ClIr G Bramley

Cllr FC Jones

ClIr RC Little

Clir V M Rush

Clir A Thomas

Cllr T Wade

R. Whiteman
(Chief Executive)
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16.

Building Control Services

The Building Control (Local Authority Charges) Regulations 1999 gave Local
Authorities Powers to set their own charges for building control activities where a
charge is imposed. The new charging regime became operative from 1% April
1999 and the Council is required to break even against its chargeable services
over a three year consecutive period.

Building control services which do not attract charges are defined in the
regulations and include activities such as dealing with dangerous structures,
administration and enforcement of safety at sports grounds, entertainment
licensing and general advice to Council members and the public.

The following statement shows the total cost of operating the Council’s Building
Control Service apportioned between chargeable and non chargeable activities.
Certain activities performed by the Building Control Unit (such as providing
general advice and liasing with other statutory authorities) cannot be charged for.
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17.

Private Finance Initiative (PFI)

On 30™ March 2004, the Council contracted with Bouygues (UK Ltd) to provide
secondary school and community facilities for the Jo Richardson Community
School at Castle Green Park and refurbishment works and services at Eastbury
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Housing Revenue Account

The Housing Revenue Account (HRA) includes all transactions relating to the provision, management
and maintenance of the Council’'s housing stock. The Account is ring-fenced in accordance with the Local
Government Act 1989 which means that no transfers to or from the General Fund are permitted, except
in certain exceptional circumstances.

The Accounts are prepared on a resource accounting basis which brings them in line with Registered
Social Landlords (RSL). They reflect more accurately the true cost of providing the service and show the
cost of capital assets employed in housing.

2004/2005
RESTATED * 2005/2006
£'000 £'000 Notes £'000 £'000
INCOME
(63,875) Rents of Dwellings 9 (65,225)
(2,329) Non Dwelling Rents (2,302)
(3,174) Other Charges (4,400)
(1,216) Grant Income (1,058)
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5.

Major Repairs Reserve (MRR)

The major repairs allowance account is as follows:

2004-05 2005-06
£000 £000
Opening Balance 1° April 10,735 1,604
Contributions During Year 9,338 6,081
Major Repairs Allowance 14,408 13,734
Expenditure Incurred During Year (23,539) (13,889)
Contribution towards depreciation charge (9,338) (6,081)
Closing Balance 31° March 1,604 1,449

The government provides funding for major housing capital works through the

major repairs allowance. The total received in 2005/06 was £13.7m.

Housing Subsidy

The negative subsidy payable to Central Government from the HRA for 2005/06
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Summary of HRA Capital Expenditure

2004/05 2005-06
£'000 Expenditure £'000

7,358 | Shape UP For Homes 2,249
20,484 Major Repairs Programme 32,086
86 | Capitalised Repairs 0
0 | Padnall Green 9
565 | Disabled Adaptations 600
28,493 | Total Capital Expenditure 34,944

Financed B 7
7.734 W 17,366
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11.

For 2005/06, the revaluation of HRA assets incorporated a change in the
discount rate from 47% to 37%, resulting in a drop in asset values. This has
resulted in a reduction in the annual depreciation charge.

Other Information

The notional charge on capital remained at 3.5% for 2005/06.

A partnership arrangement was set up in May 2003 with Thames Accord to run
the repairs and maintenance service. The total amount paid to Thames Accord
under this arrangement for 2005/06 was £18.9m (£17.982m 2004/05) and this

included the costs of repairs and maintenance within the HRA.

Resource Accounting was introduced from the 1% of April 2001 with one of the
main objectives being to increase the transparency of the HRA. This is achieved
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The Collection Fund Income and
Expenditure Account 2005/2006

2004/2005
£°000 £°000 INCOME
Net Income receivable from Council
(41,839) Tax
Transfers from the General Fund:-
(15,078) Council Tax Benefits
(41,439) Income collectable from Business
Ratepayers
(93) Transfers from General fund:-
Discretionary relief
(1,653) Contribution to previous year deficit
(100,102) | TOTAL INCOME
EXPENDITURE
56,672 Precepts
Business Rate:-
40,855 Payment to National Pool
356 Costs of Collection
Bad and Doubtful Debts/Appeals:-

25

NOTES 2005/2006
£000 £000
2 | (43,082
(15,794)
(41,764)
(98)
4 | (1,128)
(101,866)
3 |58,636
5 |41,201
320




Notes to the Collection Fund Account

General

This account reflects the statutory requirement for the Council to maintain a
separate Collection Fund. This shows the transactions of the Council in relation
to non-domestic rates, council tax and residual community charges and
illustrates the way in which these have been distributed to preceptors and the
General Fund. The Collection Fund is consolidated with other accounts of the
Council. Council Tax is shown net of benefits, discounts for prompt payments
and transitional relief.

Council Tax

The Council levied a Council Tax of £1,153.36 for a Band ‘D’ property in
2005/2006 comprising:-

£ p
London Borough of Barking and Dagenham 898.74
Greater London Authority 254.62
1,153.36

The taxbase used to determine this figure was Band ‘D’ equivalent properties
calculated as follows:-

BAND | NUMBER OF PROPERTIES | BAND ‘D’ EQUIVALENT
IN BANDS PROPERTIES

A 5,743.00 3,828.2
B 8,460.00 6,580.0
C 36,347.50 32,308.9
D 7,116.75 7116.8
E 1,578.75 1,929.6
F 299.50 432.6
G 42.25 70.4
H 4.50 9.0

59,592.25 52,275.5

Allowance was made for additions to the list during the year and a non-collection
rate of 3.0% which reduced the above figure to 50,839 Band ‘D’ equivalent
properties.
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The Council’s contribution to the pool has been calculated as follows:-

2004/2005 2004/2005
£°000
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Consolidated Balance Sheet As At 31st March 2006

2004/2005
RE-STATED)*
£000 £000 £000
139,523
308,853
7,323
44,222
3,834
1,503,755
66,860
1,570,615

FIXED ASSETS

OPERATIONAL ASSETS

e Council Dwellings

Other Land and Buildings

Vehicles, Plant, Furniture & Equipment
Infrastructure assets

Community assets

NON OPERATIONAL ASSETS

TOTAL FIXED ASSETS
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NOTES 2005/2006
£000 £000 £°000
1,2,3,7
924,056
314,999
8,122
51,513
6,723
1,305,413
65,726
1,371,1




1.

Notes to the Consolidated Balance Sheet

Information on Assets Held

Fixed Assets owned by the Council include
the following:-

Number as at 31%
March 2005

Number as at 31°
March 2006

Council Dwellings

Operational Buildings

30

20,476

19,983 ‘



3.

Capital Expenditure and Financing

Capital Programme expenditure for 2005/2006 (including deferred charges and PFI
contributions) amounted to £88.6m (£75.0m in 2004/2005).

| 2004/2005 | 2005/2006 |
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Revaluation of Fixed Assets

A full revaluation of the Council’s property assets was carried out as at the 1% April 2004
by the District Valuer. Housing Revenue Account assets have been revalued as at 1%
April 2005. All the Council’s assets will be revalued from 2006/07 as part of a rolling

programme.

9. Long Term Debtors

2004/2005 2005/2006
£°000 £°000
Mortgages Outstanding 1st April 3,245 2,413
Principal Repayments During Year (832) (570)
New Advances during Year 0 0
Mortgages Outstanding 31st March 2,413 1,843
* Other Mortgage Advances:-
Mortgages advanced for the purchase of Private Dwellings
2004/2005 2005/2006
£000 £°000
Mortgages Outstanding 1st April 82 72
Principal Repayments During Year (10) (6)
New Advances during Year 0 0
Mortgages Outstanding 31st March 72 66
* Private Finance Initiative:-
2004/05 2005/06
£000 £°000
Outstanding 1°* April 5,582 7,857
Adjustment short term to long term 126 (497)
Residual value of asset 0 356
New Advances during year 2,149 4,561
PFI Outstanding 31" March 7,857 12,277

Deferred Capital Receipts:-

These are in respect of mortgages granted to former tenants who have purchased their

dwellings from the Council.

The Council has made a capital contribution totalling £12m in respect of the PFI scheme
for Jo Richardson School and Eastbury Comprehensive School. The Council has also
made a contribution of £1m to Jo Richardson Children’s Centre. These capital
contributions are classified as long term debtors and will be amortised over the life of the
contract.

At the end of the 25 year contract term, the assets will transfer back to the Council at
£nil cost. To recognise the true residual value of these assets, this value will be built up
as a long term debtor in the Council’s accounts until the asset transfers.

| TOTAL LONG TERM DEBTORS | 10,342 | 14,186 |
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10.

11.

Stock

31° March 31° March
2005 2006
£°000 £°000
General supplies 215 256
Fuel 41 54
Grounds maintenance 27 24
Leisure centre stores 26 21
School meals stores 57 64
Stationary 22 17
TOTAL 388 436
Debtors
31° March 31% March
2005 2006
£°000 £°000
Debtors 49,342 54,155
Less Bad Debt Provision (9,161) (9,475)
40,181 44,680
31% March 315 March
2005
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13. Receipts in Advance

31% March 31% March
2005 * as restated 2006
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18.

Net Assets Employed

Net assets employed are analysed as follows:-

General Fund & HRA
Collection Fund

37

315 March

2005
£000
1,573,459

(1,718)

315 March

2006
£000
1,302,239

(1,505)






Pensions Liability (Continued)

Assets are valued at fair value, principally market value for investments, and cor

31 March 31 March 31 March

2004 2005 2006

£°000 £°000 £°000
Equities 214,664 198,800 252,280
Bonds 53,067 64,800 66,930
Property 19,362 33,200 39,030
Other 11,436 9,289 7,290
Total 298,529 306,089 365,530

The proportions of total assets held in each assg
held by the Fund as a whole at 31 March 2006,
valuation differs from the value of assets in the
that the FRS 17 valuation takes into account ass
equities, bonds and property, projecting forward

2t type, shown a
31 March 2005 3
ension fund aca
sumptions aroun
It is therefore n

link between these values and those in the pension fund account.

bove, reflect the
and 31 March 20

d the long term
ot possible to dr

nprise:

proportions
04. This

ount. The reason for this is

returns on
aw a direct

Analysis of Total Recognised Gains and Losses:
31 March 31 March
2005 2006
£°000 £°000
Actual return less expected return on pension 9,528 39,420
scheme assets
Actuarial Gain / (Loss) in Pension Plan (53,140) (19,052)
Increase / (Decrease) in irrecoverable surplus 0 0
from membership fall and other factors
Actuarial Gain/ Loss in STRGL (53,140) (19,052)
Movement in Surplus / Deficit in the Year:
2004/05 2005/06
£000 £°000
Current service cost (13,019) (13,560)
(Deficit)/ Surplus at End of the Year (117,978) (141,580)
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Pensions Liability (Continued)

History of Experience Gains and Losses:
31 March 2005

40









The statement
of total movement in reserves

Statement of Accounts 2005/2006
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The cashflow statement

Statement of Accounts 2005/2006






Cash Flow Statement

| 2004/2005 | 2005/2006 |
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1.

Notes to the Cash Flow Statement

Reconciliation Of Revenue Cash Flow
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3. Analysis of Government Grants etc.

| | 2004/2005 | 2005/2006 |
£000 £000
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The pension fund account

Statement of Accounts 2005/2006






Pension Fund Account

2004/2005 2005/2006
£°000 £’000 | Contributions and Benefits £°000 £°000
Contributions receivable:
6,910 * from employers (administering body) 10,462
841 (scheduled bodies) 1,782
1,311 9,062 (admitted bodies) 1,494 13,738
4,823 * from employees (administering body) 5,268
853 (scheduled bodies) 925
590 6,266 (admitted bodies) 626 6,819
5,882 | Transfers in 6,771
21,210 | Total Contributions (A) 27,328
Benefits payable:
12,777 * Pensions (administering body) 13,318
1,696 (scheduled bodies) 1,742
197 | 14,670 (admitted bodies) 277 15,337
2,101 e Lump sums (administering body) 2,180
218 (scheduled bodies) 235
172 2,491 (admitted bodies) 424 2,839
Payments to and on account of leavers
179 * Refunds of contributions 61
3,718 * Transfers out 4,228
445 4,342 | = Administrative and other expenses 490 4,779
21,503 | Total Payments (B) 22,955
(293) | Net Income (withdrawals) (A less B) 4,373
Returns on investments
11,895 * Investmentincome 11,649
26,203 * Change in market value of investments 86,407
(realised and unrealised)
(997) * |nvestment management expenses (1,521)
37,101 Net returns on investments 96,535
36,808 100,908
10,605 Net new money invested 14,501
Change in market value of investments:
8,030 Net realised profits/(losses) 64,666
18,173 Net unrealised profits/(losses) 21,741
36,808 | Net increase/(decrease) in the fund 100,908
during the year
360,070 Opening net assets at 1% A
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Pension Fund
Net Assets Statement

31st March 2005

315 March 2006

£°000

£°000

28,523
143,786
0
94,969
0
42,308
77,994
5,547

2,806
1,943

393,127

4,749

(998)

INVESTMENT ASSETS

Fixed Interest Securities — Public Sector
U.K. Equities — quoted

U.K. Equities — unquoted

Foreign Equities

Foreign Fixed Interest Securities
Managed Funds — Property

Managed Funds — Other

Short Term Investments

CURRENT ASSETS
Debtors
Cash

CURRENT LIABILITIES
Creditors

48

£°000

37,622
101,948
0
200,103
8,011
52,739
82,892
5,120

4,491
8,898

£°000

488,435

13,389

(4,038)







Accounting Policies

() Investment Valuation - All investments are shown at their market value,
which is determined using closing mid market prices from an independent
pricing source.

(i) Accruals Basis - The accounts are prepared on an accruals basis. Any
material transactions that were found to be for this financial year which arose
or were received after the end of the year are enclosed in these pension
financial statements.

(i) Transfer Values - are included in the accounts on a cash basis.

(iv) Foreign Currency Translation - The valuation of foreign equities is
calculated by using the overseas market price current at the relevant date
and the exchange rate for the appropriate currency at the time to express
the value as a sterling equivalent.

(v) Costs of Acquiring Investments — these costs are included in the value of
the assets.

(vi) Investment Management Expenses — Fees charged for the investment and
custodial arrangements of the fund.

(vii) The Pension Fund accounts have been prepared in accordance with the
accounting recommendations of the Financial Reports of the Pension
Schemes — a Statement of Recommended Practice. However, disclosures
have been limited to those required by the Code of Practice on Local
Authority Accounting in the United Kingdom: a Statement of Recommended
Practice.

Actuarial Position

The triennial review of the fund took place as at 31%' March 2004 and the salient
features of that review were as follows:-

* The funding policy of the scheme is to meet 100% of the liabilities

* The key financial assumptions adopted at this valuation are:-

- Future levels of price inflation.

- Future levels of real pay increases-i.e. over and above price inflation.

- The discount rate applied to future liabilities to determine their present
value.

- The market values of the pension scheme’s assets at the date of the
valuation were: £360million. There has not been a review of the market
values since this valuation.

The discount rate is derived from the expected future rate of investment return
from the broad categories of assets held by the fund. This takes into account
what additional returns might reasonably be expected from the fund’s
investments over and above the minimum risk rate of return on Government
bonds.
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The key financial assumptions are set out below:

Financial assumptions Nominal % p.a. Real % p.a.
Minimum Risk Rate of Return 4.7 1.8
Additional long-term returns from:

* Equities 2.0

* Corporate Bonds 0.4

Overall additional long-term returns from:

* Equities 6.7 3.8
* Bonds (50% Corporate, 50% Gilts) 4.9 2.0
Discount Rate 6.3 3.4
Pay Increases 4.4 1.5
Price Inflation/Pension Increases 2.9

Note: The real % p.a. figures are net of assumed price inflation.

The Common rate of contribution payable by each employing authority under
Regulation 77 for the period 1% April 2005 to 31°' March 2008 is 15.8% of
pensionable pay.

A comparison of the value of the assets with the value of the liabilities for the
whole of the administered scheme as at 31/3/2004 which have already built up is
shown in the following table:-

Past Service Liabilities £m
Active Members 193
Deferred Pensioners 48
Pensioners 175
Total 416
Assets 360
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Purchase And Sale Of Investments

During the year the Fund purchased investments totalling £913.4 million and
sold investments at a price of £839.5 million, including net realised profit of £64.6
million.

Fund Managers

The assets of the Council’s pension fund are managed by the following
Investment managers

Manager Value of fund %
£,000

Aberdeen Asset Management 166,939 33.5
Alliance Berstein 163,819 32.9
Goldman Sachs 159,817 32.1
RREEF 1,015 0.2

Internal 6,196 1.3
Total 497,786 100

Stock released to third parties

The fund is involved with a stock lending agreement via its custodians.
As at 31°" March 2006 £12.9m of stock was lent to counterparties with 102.5%
collateral exposure.

Statement of Investment Principles

A Statement of Investment Principles has been agreed by the Council’s
Investment panel and is updated periodically to reflect changes made in
Investment Management arrangements. Copies can be obtained from the
Authority’s Web site: www.lbbd.gov.uk

Further Analysis of Investments

The Council is required to disclose a further analysis of the investments between
UK and Foreign, and between Listed and Unlisted investments. This information
is included in the Net Assets Statement on Page 47.

Related Party Transactions

Material Transactions between the LBBD Pension Fund and London Borough of

Barking and Dagenham, in respect of pension administration costs, investment
monitoring and other services amounted to £382,815 (2004/05 £317,000).
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10. Administrative and other expenses

2004/05 2005/06
£'000 £'000
Administrative and 348 422
Processing
Actuarial Fees 10 9
Legal and other 87 59
Professional Fees
Total 445 490

11. Transfers Out

Included in transfers out was a bulk transfer of £2,013k to the LFPA in respect of
Magistrates Court employees who transferred ouyt on 31 March 2001.

12. Post Balance Sheet Events

In the first two months after the year end, there were transfers out of the fund
amounting to £548k.
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Independent Auditors’ Report to the members of the London
Borough of
Barking and Dagenham

Opinion on the Financial Statements

We have audited the financial statements for the year ended 31 March 2006 under the
Audit Commission Act 1998. The financial statements comprise the Consolidated
Revenue Account, the Housing Revenue Account, the Collection Fund, the
Consolidated Balance Sheet, the Statement of Total Movements in Reserves, the
Cashflow Statement, the Pension Fund Account and Net Assets Statement and the
related notes. The financial statements have been prepared under the accounting
policies set out within them.

Respective Responsibilities of the Chief Financial Officer and Auditors

The Chief Finance Officer's responsibilities for preparing the financial statements in
accordance with applicable laws and regulations and the Statement of Recommended
Practice on Local Authority Accounting in the United Kingdom 2005 are set out in the
Statement of Responsibilities for the Financial Statements.

Our responsibility is to audit the financial statements in accordance with relevant legal
and regulatory requirements and International Auditing Standards (United Kingdom and
Ireland).

This report, including the opinion, has been prepared for and only for the London
Borough of Barking and Dagenham’s members as a body in accordance with the Audit
Commission Act 1998 and for no other purpose as set out in paragraph 36 of the
Statement of Responsibilities of Auditors and of Audited Bodies, prepared by the Audit
Commission. We do not, in giving this opinion, accept or assume responsibility for any
other purpose or to any other person to whom this report is shown or into whose hands
it may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the financial statements present fairly, in
accordance with applicable laws and regulations and the Statement of Recommended
Practice on Local Authority Accounting in the United Kingdom 2005, the financial
position of the Council and its income and expenditure for the year.

We review whether the Statement on Internal Control reflects the Council’s compliance
with CIPFA’s guidance “The Statement on Internal Control in Local Government:
Meeting the Requirements of the Accounts and Audit Regulations 2003” published on 2
April 2004. We report if it does not comply with proper practices specified by CIPFA or
if the statement is misleading or inconsistent with other information we are aware of
from our audit of the financial statements. We are not required to consider whether the
Statement on Internal Control covers all risks and controls. Neither are we required to
form an opinion on the effectiveness of the Council’s corporate governance procedures
or its risk and control procedures.

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

Basis of audit opinion

We conducted our audit in accordance with the Audit Commission Act 1998 and the
Code of Audit Practice issued by the Audit Commission, which requires compliance
with International Standards on Auditing (United Kingdom and Ireland) issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgments made by the Council in the
preparation of the financial statements, and of whether the accounting policies are
appropriate to the Council's circumstances, consistently applied and adequately
disclosed.

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

Opinion

In our opinion the financial statements present fairly, in accordance with applicable laws
and regulations and the Statement of Recommended Practice on Local Authority
Accounting in the United Kingdom 2005:

* the financial position of the London Borough of Barking and Dagenham as at 31
March 2006 and its income and expenditure and cash flows for the year then ended;
and

* the financial transactions of the pension fund during the year ended 31 March 2006,
and the amount and disposition at that date of the fund’s assets and liabilities, other
than liabilities to pay pensions and other benefits after the end of the scheme year
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PricewaterhouseCoopers LLP
Southwark Towers

32 London Bridge Street
London

SE19SY

29" September 2006
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Conclusion on arrangements for securing economy, efficiency and effectiveness
in the use of resources

Council’s Responsibilities

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 regularly review the adequacy and effectiveness of these
arrangements.

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

Auditor’s Responsibilities

We are required by the Audit Commission Act 1998 to be satisfied that proper
arrangements have been made by the Council for securing economy, efficiency and
effectiveness in its use of resources. The Code of Audit Practice issued by the Audit
Commission requires us to report to you our conclusion in relation to proper
arrangements, having regard to relevant criteria specified by the Audit Commission for
principal local authorities. We report if significant matters have come to our attention
which prevent us from concluding that the Council has made such proper
arrangements. 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.

We are required by section 7 of the Local Government Act 1999 to carry out an audit of
the Council’s best value performance plan and issue a report:

«  certifying that we have done so;

«  stating whether we believe that the plan has been prepared and published in
accordance with statutory requirements set out in section 6 of the Local
Government Act 1999 and statutory guidance; and

« where relevant, making any recommendations under section 7 of the Local
Government Act 1999.

Conclusion

We have undertaken our audit in accordance with the Code of Audit Practice and we
are satisfied that, having regard to the criteria for principal local authorities specified by
the Audit Commission and published in July 2005, in all significant respects, the London
Borough of Barking and Dagenham made proper arrangements to secure economy,
efficiency and effectiveness in its use of resources for the year ended 31 March 2006.
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Best Value Performance Plan

We have issued our statutory report on the audit of the Council’s best value
performance plan for the financial year 2005/06. We did not identify any matters to be
reported to the Council and did not make any recommendations on procedures in
relation to the plan.

Certificate
We certify that we have completed the audit of the financial statements in accordance

with the requirements of the Audit Commission Act 1998 and the Code of Audit Practice
issued by the Audit Commission.

PricewaterhouseCoopers LLP
Southwark Towers

32 London Bridge Street
London

SE19SY

29" September 2006
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Signature of chairman of the
assembly to the approval of
the statement of accounts

Statement of Accounts 2005/2006






SIGNATURE OF THE CHAIRMAN OF THE ASSEMBLY TO THE
APPROVAL OF THE 2005/2006 STATEMENT OF ACCOUNTS

This Statement of the Council's accounts for 2005/2006 was approved by the Council's
Assembly on 28™ June 2006

58






Glossary of terms

Statement of Accounts 2005/2006
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Budget

Capital Charges

Capital Expenditure

Capital Financing Account

Capital Receipts

Central Support Services

Collection Fund

A forecast of the Borough'’s planned
expenditure. The level of the council tax is set
by reference to detailed revenue budgets.
Budgets are reviewed during the course of the
financial year to take account of pay and price
changes, and other factors affecting the level
or cost of services.

A charge to service revenue accounts to
reflect the cost of fixed assets used in the
provision of services. The charge is for
notional interest (to represent the cost of tying
up resources in those assets) and may
include depreciation

(Intended to represent the cost of using the
asset.

Payments on the acquisition or enhancement
of assets that are considered to be of benefit
to the authority over a period of more than one
year, e.g. buildings and land.

Payments of grants and financial assistance
to third parties.

Expenditure that is classified as capital
following a ministerial direction e.g. capitalised
redundancy costs.

This reserve includes amounts set aside from
either revenue resources or capital receipts to
fund the acquisition of assets.

Income received from the sale of land,
buildings and other capital assets.

Services that are provided by the
administrative and professional service groups
that support all the council’s services. They
include financial, legal, personnel, computer,
property and general administrative support.

A separate account that discloses the income
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Consolidated Balance Sheet

Consolidated Revenue
Account

Contingent Liability

Council Tax

Council Tax Base

A statement showing the position of the
borough’s assets and liabilities as at 31 March
in each year.

A statement setting out the costs for the year
incurred by the borough in the provision of its
services and showing how the expenditure
has been financed from general government
grants and local taxation.

A contingent liability is either:

* A possible obligation arising from past
events whose existence will be confirmed
only by the occurrence of one or more
uncertain future events not wholly within
the authority’s control (e.g. The outcome of
a court case)

* A present obligation arising from past
events where it is not probable that there
will be an associated cost or the amount of
the obligation cannot be accurately
measured.

Introduced from the 1% April 1993 as a
replacement for the community charge (Poll
Tax). Itis set by both the billing authority and
precepting authority. The level is determined
by the revenue expenditure requirement for
each authority, divided by the council tax base
for the year.

An amount calculated for each billing authority
from which the RSG entitlement of its area is
derived. The number of properties in each
band is multiplied by the relevant band
proportion in order to calculate the number of
band D equivalent properties in the area. The
calculation allows for exemptions and
discounts, appeals and a provision for non-
collection. Some levying bodies in
determining their charge to the area also use
the tax base.
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Council tax requirement

Creditors

Debtors

Deferred Charges

Deferred Liabilities

Defined Benefit Scheme

Depreciation

The council tax requirement for the billing and
local precepting authorities. This is the
amount calculated under section 97(1) of the
1988 act to be transferred from the collection
fund to the general fund (except where the
amount calculated is negative, in which case it
is the amount to be transferred from the
general fund to the collection fund)

Amounts owed by the council for goods
received or services provided but not yet paid
for as at 31%' March 2004

Amounts owed to the council but not received
at 31° March 2004.

A type of capital expenditure, which may be
deferred but which does not give rise to
tangible assets. Examples are renovation
grants and capital grants to other
organisations.

These are creditor balances repayable after
one year.

A pension or retirement benefit scheme into
which an employee pays regular contributions
fixed as an amount or as a percentage of pay.
There are no legal obligations to pay further
contributions if the scheme does not have
sufficient assets to pay all employees benefits
relating to employee service in the current and
prior periods.

The loss in value of an asset due to age, wear

62



Fixed Asset Restatement
Reserve

Fixed Assets

Formula Funding Share

Funded Scheme

General Fund

Government Grants

Gross Expenditure

Historic Costs

A reserve showing the surplus or deficits
achieved when re valuing fixed assets. This
reserve is not available for general use in the
financing of capital expenditure

Tangible assets that yield benefits to the local
authority and the services it provides for a
period of more than one year.

Formerly known as the Standard Spending
Assessment (SSA), this calculates each
authority’s need to spend on its main services
based on ‘client’ numbers and measures of
deprivation. The system was not designed to
prescribe how much an authority should
spend, but to provide a fair basis for
distributing Revenue Support Grant.
Nevertheless, some Government
departments, (particularly Education),
increasingly regard it as a minimum Spending
level.

A superannuation scheme that is supported
by a fund of money which is maintained at a
level sufficient to meet all future liabilities
under the scheme.

The account that summarises the cost of
providing council services (excluding the
housing revenue account)

Assistance by the government and their
agencies in the form of cash or transfer of
assets to an authority, which may be in return
for the past or future compliance with certain
conditions relating to the activities of the
authority.

The total cost of providing services before
taking into account income, e.g. from
government grants or fees and charges.

The actual cost of an asset in terms of past
consideration as opposed to its current value.
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National Non-Domestic The form of local taxation charged on non-
Rates (NNDR) residential premises at a level set by central
government. Rates are collected and paid
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Post Balance Sheet Events

Precept

Prior Year Adjustment

Private Finance Initiative

These events, both favourable and
unfavourable, which occur between the
balance sheet date and the date on which the
statement of accounts is signed, by the
Director of Finance.

A charge made on the collection fund by the
Greater London Authority, to finance its net
expenditure. Known as ‘preceptors’

A material adjustment applicable to prior years
arising from changes in accounting policies or
from changes the correction of fundamental
errors.

Started in 1997/98, PFI offers a form of
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Reserves

Revenue Balances

Revenue Expenditure

Revenue Support Grant

Service Level Agreements

Stocks

Support Services

An amount set-aside for a specific purpose in
one financial year and carried forward to meet
expenditure in future years.

These reserves represent surplus balance,
which can be used in the future. Some
reserves are set up to meet expenditure
included in a particular account, such as the
housing revenue account.

Day-to-day payments on the running of
council services such as salaries and wages,
heating and lighting transport and charges for
the use of assets.

The main grant paid by central government to
a local authority towards the cost of all its
services.

Service level agreements are written
agreements between council support service
users and providers. Each service level
agreement specifies the support service to be
provided its timing and frequency, the charge
to be made for it and the period for which the
agreement will run.

The amount of unused or un-consumed goods

held in expectation of future use within one

year. Stocks are valued at the end of each
financial year and carried forward to be
matched to the use or consumption when it
arises. Stock comprise the following
categories:

* Goods or other assets purchased for
resale.

* Raw materials and other components
purchased for the incorporation into
products for resale

* Products and services patrtially or fully
completed

These services are provided by the
administrative and professional service groups
that support all the council’s services. They
include financial, legal, personnel, computer,
property and general administrative support.
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Trading Accounts

Transfer Value

Valuation Band

The accounts, which summarise the revenue
transactions of those services operating on a
“trading” basis which, are financed by charges
made to recipients of the services.

A payment made by one pension scheme to
another when a member changes
employment to enable the receiving pension
scheme to give benefits for service in the
paying pension scheme.

The eight bands for Council Tax as specified
in the Local Government Finance Act 1992.
Domestic properties are assigned to one of
these bands, depending upon the valuation of
the property set by the district valuer (an
Inland Revenue employee)
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