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INTRODUCTION 

Welcome to the Reigate and Banstead Borough Council Annual Financial Report and 
Statement of Accounts for the year ended 31 March 2007. 

The purpose of this Foreword is to provide a summary of the financial information 
contained within the Accounts, to highlight the key challenges faced by the Council in the 
future and to explain the substantial changes made to the way our Accounts are presented. 

It contains 3 sections which are described below. 

Section 1:  Review of the Financial Year 

This section provides a summary of all of the Council’s expenditure for the year and 
shows how it was paid for.  It also identifies the performance against the budget for the 
year. 

Section 2:  Future Challenges 

This section highlights the key challenges to be faced by the Council in the near future. 

Section 3:  Financial Statements 

This section introduces the financial statements which form the basis of the Statement of 
Accounts.  It also explains the impact of major changes to the regulations on how the 
financial statements are presented.   

Each of the financial statements presented within this report is prefaced with an 
introduction which explains its purpose and its relationship with the other statements. 

 
Further information on the Accounts can be found on the Council’s website: 

www.reigate-banstead.gov.uk/public/Council_Democracy/Council/Finance

or obtained from: 

Director of Resources  
Reigate and Banstead Borough Council 
Town Hall 
Castlefield Road 
Reigate 
Surrey RH2 0SH. 
 

 

 
 

Paul McCallum  CPFA 
Director of Resources 
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1.   REVIEW OF THE FINANCIAL YEAR   

Overview 

During the year the Council once again underwent an Audit Commission “Use of 
Resources” assessment.  It focused on the importance of having sound and strategic financial 
management to ensure that resources are available to support the Council’s priorities and 
improve services. It had 5 themes, which covered: 

• Financial Reporting 

• Financial Management 

• Financial Standing 

• Internal Control 

• Value for Money. 

The assessment gave the Council an overall rating of 3 out of a maximum of 4, representing 
performance which is “consistently above minimum requirements” and which indicates that the 
Council is “performing well”. 

Although this is the same overall rating as for the previous year the Council improved in 2 
of the 5 themes shown above and did not receive a reduced rating in any area. 

Expenditure on Services 

The Council set a net budget of £16,137,400, which was financed partly from central 
government (£6,602,100) and partly from Council Tax (£9,535,300).  Contributions from 
reserves during the year increased this budget to £16,872,200. 

The Council’s net expenditure against this budget was £15,714,200 and the balance 
(£1,158,000) was transferred to reserves.  The main reasons for this underspend are better 
than anticipated returns on investments and savings made by Service managers during the 
year. 

This result reflects both the Council’s commitment to cost control and to reduce reliance on 
Council Tax income.  Expenditure on services during the year is summarised (in percentage 
terms) below. An explanation of the service categories used throughout the Statement of 
Accounts is given in Note 1 to the Core Financial Statements (page 35). 

Services  % 
Central Services to the Public  7% 
Cultural Services  18% 
Environmental Services  31% 
Planning Services  11% 
Highways, Roads & Transport  5% 
Housing Services  11% 
Social Services  5% 
Corporate & Democratic Core  8% 
Non Distributed Costs  4% 
Total   100% 
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The sources of finance for the budgeted service expenditure are outlined in the table below. 

 £000 % 
Central Government Support   

Revenue Support Grant 1,068 7% 
Share of National Non-Domestic Rates 5,534 34% 

Council Tax 9,535 59% 
Total  16,137 100% 

Capital  

Local authorities are required to distinguish between revenue and capital expenditure.  
Revenue expenditure represents the day-to-day costs of running Council services.  Capital 
expenditure is money spent on the acquisition, creation or enhancement of assets, which 
generate benefits for a period of more than a year.   

Total capital expenditure for the year was £3,916,000.  This is shown in detail in Appendix 1 
(page 57) and is summarised in percentage term in the table below. 

 % % 
Caring for the Local Environment   

Waste Management Improvements 1%  
Street Scene Enhancements 2%  
Village Centres and Shopping Parade Improvements 1%  
Environmental Services 1%  

  5% 
Regeneration and New Neighbourhoods   

Horley Master Plan 1%  
Redhill Revitalisation 1%  

  2% 
Self-Reliant and Thriving Communities   

Community Safety 1%  
Leisure and Culture 17%  
Local Area Improvements 2%  
Housing Grants 19%  
“Regional Housing Pot” Grant Expenditure 5%  
Voluntary Sector Grants 1%  

  44% 
Value for Money   

Customer Driven Service Improvements 4%  
Finance Optimisation 19%  
Continuous Improvement Programme 4%  
Property Acquisitions 2%  
Vehicles and Plant Replacement Programme 3%  
ICT Replacement Programme 2%  
Buildings Improvement Programme 15%  

  49% 
Total  100% 
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Capital expenditure for the year was financed from the following sources: 

 £000 % 
Capital Receipts 3,235 83% 
Grants and Contributions 681 17% 
Total  3,916 100% 
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2.   FUTURE CHALLENGES 

In line with the Corporate Plan the Executive approved a new approach to our finances in 
the 2006/07 financial year. This recognised the distinction between the Budget Strategy 
(tactical) and the Financial Strategy (strategic), with a key part of the Financial Strategy 
being to enable a sustainable and resourced plan for delivering the Council’s objectives and 
priorities over time.  

The Financial Strategy has a deliberate longer-term focus. The three principal objectives - 
creating revenue headroom, creating income streams that will reduce our reliance on 
investment income and Council Tax and managing our consumption of capital – are of 
course interrelated.  

A balance had to be struck between bridging our short-term budget concerns and delivering 
the new strategy. The budget-setting process was very effective and a high level of savings 
generated yet again. Managers are to be applauded for their participation in the process and 
their willingness to demonstrate leadership in proposing difficult solutions.  

Particular attention was paid to high-risk budgets, especially those that are volume or 
externally driven, to ensure that a realistic financial provision was made. In addition, the 
overall approach to risk management continued to improve.   

In these ways we have created a platform for restoring our Insurance, Pension Fund, and 
other reserves. This is an important aspect of ensuring ongoing financial stability, as is 
addressing the issues identified below.  

• Corporate Plan 2006/09 

Work is progressing on the “fleshing out” of the four themes into programmes of 
work. These will bring their own challenges, not least around competition for 
resources. Careful stewardship will be required to ensure that we have an 
appropriate balance between our ambitions and the resources available to deliver 
them.  

• Future Years Grant Settlements  

It is likely that the Comprehensive Spending Review (CSR) will result in little or no 
increase in funding for local government over the period 2008/09 to 2010/11. It is 
also likely that the 2.5% efficiency target – “Gershon” - will be increased to 3% and 
the non-cashable concept be discontinued. This will be mitigated in two ways. 
Firstly the Council’s forward financial plan will assume a “cash freeze” in 
government grant. Secondly Officers will continue to actively seek efficiency and 
other savings to meet targets set internally (via the financial strategy) and externally 
(via “Gershon”).  

• East Surrey Improvement Partnership 

The East Surrey Improvement Partnership (ESIP) is a partnership between Mole 
Valley District Council, Reigate and Banstead Borough Council and Tandridge 
District Council.  It has been set up to explore ways in which the councils can work 
together, share best practice and provide more efficient services at less cost to the 
residents of east Surrey.  There are currently six pilot projects under way within the 
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following services - Information and Communication Technology, Finance, Human 
Resources, Revenues and Benefits, Customer Services and Leisure. 

Whilst the ESIP initiative is certain to generate opportunities for improved efficiency 
it will be important to understand the impact on both our services and our finances 
of the proposals being developed. 

• Future Year Savings 
As millions of Pounds have been taken out of the budget in recent years by way of 
savings it becomes increasingly difficult to generate additional ongoing savings. The 
Corporate Plan anticipates generating new resources and income streams. It also 
anticipates improved effectiveness at lower cost and a reduced level of resources for 
lower priority areas. It will be essential for all of these strands to be progressed 
robustly over the next few years.  
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3.   FINANCIAL STATEMENTS  

Financial Statements 

The Code of Practice on Local Authority Accounting in the United Kingdom 2006 has introduced a 
number of significant changes in the way the financial statements of Councils are presented.  
These changes are designed to ensure that the financial statements follow – as closely as 
possible – the same regulations that apply to all organisations that are required to produce 
Accounts.  These regulations are known as UK Generally Accepted Accounting Practice or UK 
GAAP. 

Prior to this year a key element of the Statement of Accounts was the Consolidated Revenue 
Account.  This had the dual role of setting out the Council’s financial performance as 
measured in accordance with proper accounting practice and showing the net expenditure 
to be charged against Council Tax in the year. 

The changes introduced by the Code of Practice disaggregate the Consolidated Revenue 
Account to produce a set of statements, each with a single clear objective: 

• The Income and Expenditure Account 
This is a summary of the resources generated and consumed by the authority in the 
year. 

• The Statement of Movement on the General Fund Balance 
This is a reconciliation showing how the surplus or deficit on the Income and 
Expenditure Account is linked to the change on the balance on the General Fund. 

• The Statement of Total Recognised gains and Losses 
This statement demonstrates how the movement in net worth in the Balance Sheet is 
linked to the surplus or deficit on the Income and Expenditure Account and to other 
unrealised gains and losses. 

One notable effect of these changes is the impact of depreciation.  Given the dual role of the 
Consolidated Revenue Account the effect of depreciation was neutralised so as not to distort 
Council Tax requirements.   

This is not the case in the Income and Expenditure Account and depreciation plays a 
significant part in determining the overall surplus or deficit for the year. 

To avoid any impact on Council Tax, depreciation now forms part of the figures contained 
within the Statement of Movement on the General Fund Balance. 
 
Prior Year Adjustments 

The changes introduced by the Code of Practice have required the Council to adopt 3 
significant new accounting policies which impact on the comparative figures for 2005/06 in 
the Income and Expenditure Account: 

• Capital financing charges for the use of fixed assets are no longer made. 

• Government Grants deferred are now credited to services rather than shown as a 
corporate income item. 

• Gains and losses on the disposal of fixed assets are recognised in the Income and 
Expenditure Account. 
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The impact of the changes on the comparative figures for 2005/06 (compared with those 
published in the 2005/06 Statement of Accounts) is shown below.  Only those figures that 
have changed are shown. 

Impact of Prior Year Adjustments 

 
 
 
 
 

Description 

 
 

2005/06 
Consolidated 

Revenue 
Account  

 
 

Removal of 
Capital 

Financing 
Charges 

 
 

Relocation of 
Government 

Grants 
Deferred 

 
 

Gains and 
losses on 

Fixed 
Assets 

2005/06 
Comparatives 
in the 2006/07 

Income and 
Expenditure 

Account 
 £000 £000 £000 £000 £000 

Central Services to  
the Public 1,068 (778) 0 0 290 
Cultural Services 5,555 (1,141) 0 0 4,414 
Environmental 
Services 8,290 (149) 0 0 8,141 
Planning Services 3,833 (465) 0 0 3,368 
Highways, Roads & 
Transport 1,011 (356) 0 0 655 
Housing Services 2,227 (1) 0 0 2,226 
Social Services 1,260 (127) 0 0 1,133 
Impact on  
Net Cost of Services 23,244 (3,017) 0 0 20,227 
Interest Paid (Asset 
Management Revenue 
Account in 2005/06) (1,117) 3,017 0 0 1,900 
Impact on Net 
Operating Expenditure 22,127 0 0 0 22,127 

 

Presentation of the Financial Statements 

In accordance with the Code of Practice on Local Authority Accounting in the UK 2006 the 
Financial Statements are presented in 2 main sections: 

1.  Core Financial Statements 

These are the financial statements that are produced by all local authorities.  They 
consist of: 

• Income and Expenditure Account 

• Statement of the Movement on the General Fund Balance 

• Statement of Total Recognised Gains and Losses 

• Balance Sheet 

• Cash Flow Statement 
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2.  Supplementary Financial Statements  

These are financial statements that are produced by some authorities depending on their 
functions.  For Reigate and Banstead Borough Council the only supplementary 
statement is the Collection Fund.   

This shows the transactions of the Council as a billing authority in relation to National 
Non-Domestic Rates (NNDR) and Council Tax, and illustrates the way in which these 
have been distributed to precepting authorities and the Council’s own General Fund. 

Both main sections contain notes explaining various elements of the figures shown within 
the statements. 
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1. Scope of Responsibility 

Reigate & Banstead 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, properly accounted for and used economically, efficiently and effectively.  The 
Council also has a duty under the Local Government Act 1999 to make arrangements to secure 
continuous improvement in the way in which its functions are exercised, having regard to a 
combination of economy, efficiency and effectiveness. 

In discharging this overall responsibility the Council is also responsible for ensuring that 
there is a sound system of internal control which facilitates the effective exercise of the 
Council’s functions and which includes arrangements for the management of risk. 
 
2. The Purpose of the System of Internal Control 

The system of internal control is designed to manage risk to a reasonable level rather than 
eliminate it completely.  It can therefore only provide reasonable and not absolute assurance 
of effectiveness.  The system of internal control is based on an ongoing process designed to 
identify and prioritise the risks to the achievement of the Council’s policies, aims and 
objectives, to evaluate the likelihood of those risks being realised and the impact should they 
be realised, and to manage them efficiently, effectively and economically. 

The system of internal control has been in place at Reigate & Banstead Borough Council for 
the year ended 31 March 2007 and up to the date of the approval of the Annual Report and 
the Statement of Accounts. 
 
3. The Internal Control Environment 

The key elements of the internal control environment are outlined below. 

• The Council’s constitution sets out how it operates, how decisions are made and the 
processes which are followed to ensure that these decisions are efficient, transparent 
and accountable to local people. 

• The Council has adopted a ‘Local Code of Corporate Governance’ in accordance 
with the CIPFA/SOLACE Framework for Corporate Governance.  

• The Head of Legal and Property Services has been designated as the Council’s 
Monitoring Officer.  It is the function of the Monitoring Officer to ensure compliance 
with established policies, procedures, laws and regulations.   

• The financial management of the authority is conducted in accordance with the 
financial rules set out in the Constitution. The Council has designated the Director of 
Resources as Chief Finance Officer in accordance with Section 151 of the Local 
Government Act 1972.  The Council has in place a 3-year Financial Strategy, updated 
annually, to support the medium-term aims of the Corporate Plan. 

• A Risk Management Strategy has been in place since 2003.  This provides a 
comprehensive framework for the identification, evaluation and management of risk 
throughout the organisation.  

• The Council has an effective performance management framework which enables 
continuous improvement in the way in which its functions are exercised.  The 
system is driven by the Corporate Plan which focuses on corporate priorities. This is 
cascaded through service and function plans to individual employee Performance 
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Agreements.  The Council’s Overview and Scrutiny Committee monitors progress 
against targets. 

• Appropriately trained and experienced people deliver the Council’s services.  All 
posts have a detailed role profile and person specification.  Training and 
development needs are identified through the Performance Appraisal and 
Competency Assessment process. 

• The Council’s Internal Audit service (provided by Bentley Jennison) operates to the 
standards set out in the CIPFA ‘Code of Practice for Internal Audit in Local Government 
in the UK’ and reports to the Overview and Scrutiny Committee.  The Chief Internal 
Auditor has the responsibility to independently review the Council’s compliance 
with best practice in corporate governance.  Internal Audit are also responsible for 
evaluating and reporting upon the adequacy of the whole system of internal control 
as a contribution to the proper, economic, efficient and effective use of Council 
resources, and as an aid to the improvement of risk management and control 
systems.  Internal Audit carries out a full programme of audits in accordance with a 
formally approved 5-year Strategic Audit Plan that is based upon an assessment of 
the risks facing the Council.  This plan is updated annually. 

• The Council has an objective and professional relationship with external auditors 
and statutory inspectors, as evidenced by the Annual Audit and Inspection Letter. 

 
4. Review of Effectiveness 

The Council has responsibility for conducting, at least annually, a review of the effectiveness 
of the system of internal control.  Any such reviews are informed by the work of the Internal 
Auditors and the corporate managers 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. 

The processes and procedures that have been applied in maintaining and reviewing the 
effectiveness of the system of internal control are outlined below.  

• The full Council is responsible for determining the financial and policy framework 
and all major strategies and plans.  The Executive is responsible for the day-to-day 
running of the authority but must refer any matters outside the policy framework to 
the Council.  The Overview and Scrutiny Committee may advise the Executive and 
the Council but also has the power to ‘call-in’ decisions made by the Executive but 
not yet implemented.  It may recommend that the Executive reconsider the decision. 

• The Overview and Scrutiny Committee receives quarterly progress reports from 
Internal Audit which include a summary of the control environment operating 
within the Council.  The annual review of the effectiveness of the Internal Audit 
service is also reported to this committee. 

• The Monitoring Officer has a duty to monitor and review the operation of the 
Constitution to ensure its aims and principles are properly applied. 

• The Corporate Management Team carries out quarterly reviews of the Strategic Risk 
Register and sets priorities for reducing risk.  In addition all Service Risk Registers 
are reviewed at least twice a year.  The Corporate Management Team also receive 
monthly performance management reports and take action as appropriate. 
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• The Chief Executive receives annual statements of assurance from all Directors and 
Service Managers which summarise risk management activities and highlight any 
actual or potential control issues. 

• The Council holds the ‘Investors in People’ award.  This is a nationally recognised 
standard which sets good practice for improving an organisation’s performance 
through its people.  To ensure that standards are maintained the Council is subject 
to external scrutiny by the awarding body every 15 months with an emphasis on 
good working practices and continuous improvement.   

• The Chief Internal Auditor provides independent assurance on the adequacy and 
effectiveness of the system of internal financial control.  The Annual Internal Audit 
report for 2006/07 states:  

“In our opinion, for the 12 months ended 31 March 2007 Reigate & Banstead Borough 
Council has adequate and effective risk management, control and governance processes to 
manage the achievement of the organisation’s objectives.” 

• The Council’s annual financial statements are examined by external auditors (Baker 
Tilly).  Whilst the scope of their work is not designed to cover the effectiveness of the 
control environment it does give assurance that the financial position of the Council 
is fairly presented. 

• Significant issues arising from the review of the system of internal control are 
reported to the full Council as part of the Annual Financial Report.  

 
5. Significant Internal Control Issues 

No fundamental weaknesses in internal control were identified during the year.  There were 
however 2 areas where the need for significant improvement was highlighted: 

• Risk Management 
The Annual Internal Audit Report found that whilst the Council’s risk management 
framework was generally robust there were some localised areas where risk 
management processes needed to be more embedded within operational 
arrangements. 

• Information Technology Assets 
A lack of proper asset registers has been identified as a significant internal control 
weakness. 

Action plans to address these weaknesses have been developed and implemented.  These are 
shown in the following section of this Statement. 
 
 
 

 
 

Cllr Dr L Hack      Mr R N Clifford 
Leader of the Council     Chief Executive 
 
Date:  30 May 2007     Date:  30 May 2007 
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Action Plan to Address Significant Internal Control Issues: 

Risk Management 
 
Issue Actions Timescale 

1.  Performance agreements for 
Neighbourhood Services Officers should 
be updated and should take into 
consideration the individual officers’ role 
and responsibility in relation to risk 
management. 

To be implemented. April 2007 

2.  Directors should ensure that Unit Risk 
Registers are formally reviewed in 
accordance with the Risk Management 
Strategy, i.e. twice yearly, and any changes 
to the risk register are recorded. 
Persistent non-compliance should be 
reported to the Member Committee 
responsible for risk management, in 
accordance with CIPFA guidelines on the 
role of the Audit Committee. 

Appropriate procedures and 
processes are already in place 
and further fine-tuning will be 
implemented to help ensure 
that they are adhered to in 
future. 

Ongoing 

3.  Neighbourhood Service's Business 
Continuity Plan has not been reviewed in 
accordance with corporate procedures and, 
given the scale and nature of the service, 
this is a significant risk.  In the event of 
major service changes the risks should be 
managed through the Council's project 
management process, with more minor 
operational risks tracked through the 
Unit's Risk Management Register. 

The Plan will be updated.  
Significant service changes will 
be addressed through the 
Council’s project management 
process. 

May 2007 

4.  Risks relating to the changes in service 
provision within Neighbourhood Services 
need to be identified, assessed and 
managed, either as part of the existing risk 
register or as part of a project plan. 

Significant risks are managed 
through the Council’s 
Corporate Plan process. 

Ongoing 

5.  As a result of this review identifying a 
number of areas of non-compliance by 
Neighbourhood Services it is advised that 
an individual compliance and monitoring 
strategy is produced and implemented by 
the Director of Services to the Community 
to ensure that risk awareness and risk 
management are encouraged and taken on 
board within the Unit. 

The Director and Service 
Manager have agreed an 
improvement plan. 

July 2007 
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Action Plan to Address Significant Internal Control Issues: 

Information Technology Assets 
 
Issue Actions Timescale 

1.  Procedures for the management of 
hardware assets should be reviewed, 
updated and communicated to the relevant 
staff.   

New procedures are to be 
produced. 

June 2007 

2.  The design of the asset database should 
be reviewed to see if it is still fit for 
purpose.  If the database is fit for purpose 
then it should be reviewed to ensure that 
appropriate use is made of the 
functionality built into the system in order 
to effectively manage the data.  If not, 
consideration should be given to 
purchasing a system that can deliver the 
required benefits. 

The software in use is around 
12 years old and is not fit for 
purpose anymore.   A 
replacement is planned. 

August 
2007 

3.  A System Administrator should be 
assigned. 

To be implemented. August 
2007 

4.  A verification of all assets recorded in 
the database should be undertaken 
immediately and then on a regular basis.  
Any discrepancies should be investigated 
and the database updated accordingly. 

To be implemented. August 
2007 
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THE AUTHORITY’S RESPONSIBILITIES 

The Authority is required: 

• to make arrangements for 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 Authority that officer is the Director of Resources 

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

• to approve the statement of accounts. 
 
Certificate of the Chairman of the Executive  
I confirm that the accounts were approved by the Council at the meeting held on 28 June 
2007.  
 
 

 
 
Cllr Dr L Hack 
Chairman of Meeting approving the Accounts 
 
THE DIRECTOR OF RESOURCES RESPONSIBILITIES 

The Director of Resources is responsible for the preparation of the authority’s statement of 
accounts in accordance with the proper practices as set out in the Code of Practice on Local 
Authority Accounting in the UK 2006.   

In preparing these statements of account the Director of Resources has: 

• selected suitable accounting policies and applied them consistently 

• made judgements and estimates that were reasonable and prudent 

• complied with the Code of Practice. 

The Director of Resources has also: 

• kept proper records which were up-to-date 

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

 
Certificate of the Director of Resources 
I certify that the accounts set out on pages 19 to 60 present fairly the financial position of the 
Authority as at 31 March 2007 and its income and expenditure for the year then ended. 
 

 
Paul McCallum CPFA 
Director of Resources 
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Opinion on the Financial Statements 
 
We have audited the financial statements of Reigate and Banstead Borough Council for the 
year ended 31 March 2007 under the Audit Commission Act 1998, which comprise the 
Explanatory Foreword, Income and Expenditure Account, Statement of the Movement on 
the General Fund Balance, the Balance Sheet, the Statement of Total Recognised Gains and 
Losses, the Cash Flow Statement, the Collection Fund and the related notes.    The financial 
statements have been prepared under the accounting policies set out within them. 
 
This report is made solely to Reigate and Banstead Borough Council in accordance with Part 
II of the Audit Commission Act 1998 and for no other purpose, as set out in paragraph 36 of 
the Statement of Responsibilities of Auditors and of Audited Bodies prepared by the Audit 
Commission. 
 
Respective responsibilities of the Chief Finance 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 2006 are set out in the 
Statement of Responsibilities. 
 
Our responsibility is to audit the financial statements in accordance with relevant legal and 
regulatory requirements and International Standards on Auditing (UK and Ireland).  
 
We report to you our opinion as to whether the financial statements present fairly the 
financial position of the Authority in accordance with applicable laws and regulations and 
the Statement of Recommended Practice on Local Authority Accounting in the United 
Kingdom 2006: 
 
We review whether the statement on internal control reflects compliance with CIPFA’s 
guidance ’The statement on internal control in local government: meeting the requirements 
of the Accounts and Audit Regulations 2003’ issued in April 2004. We report if it does not 
comply with proper practices specified by CIPFA or if the statement is misleading or 
inconsistent with other information we are aware of from our audit of the financial 
statements. We are not required to consider, nor have we considered, whether the statement 
on internal control covers all risks and controls. We are also not required to form an opinion 
on the effectiveness of the Authority’s corporate governance procedures or its risk and 
control procedures 
 
Basis of audit opinion 
 
We conducted our audit in accordance with the Audit Commission Act 1998, the Code of 
Audit Practice issued by the Audit Commission and International Standards on Auditing 
(UK and Ireland) issued by the Auditing Practices Board. An audit includes examination, on 
a test basis, of evidence relevant to the amounts and disclosures in the financial statements. 
It also includes an assessment of the significant estimates and judgments made by the 
Authority in the preparation of the financial statements, and of whether the accounting 
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policies are appropriate to the Authority’s circumstances, consistently applied and 
adequately disclosed. 
 
We planned and performed our audit so as to obtain all the information and explanations 
which we considered necessary in order to provide us with sufficient evidence to give 
reasonable assurance that the financial statements are free from material misstatement, 
whether caused by fraud or other irregularity or error. In forming our opinion we also 
evaluated the overall adequacy of the presentation of information in the financial statements. 
 
Opinion 
 
In our opinion the financial statements present fairly, in accordance with applicable laws 
and regulations and the Statement of Recommended Practice on Local Authority Accounting 
in the United Kingdom 2006, the financial position of the Authority at 31 March 2007 and its 
income and expenditure for the year then ended. 

 
 

 
Baker Tilly UK Audit LLP 
Chartered Accountants 
Lancaster House 
7 Elmfield Road 
Bromley 
BR1 1LT 
 
Date 27th September 2007 
 
 
Conclusion on Arrangements for Securing Economy, Efficiency and 
Effectiveness in the Use of Resources  
 
Authority’s Responsibilities 
 
The authority is responsible for putting in place proper arrangements to secure economy, 
efficiency and effectiveness in its use of resources, to ensure proper stewardship and 
governance, and to regularly review the adequacy and effectiveness of these arrangements.  
 
Under the Local Government Act 1999, the authority is required to prepare and publish a 
best value performance plan summarising the authority’s assessment of its performance and 
position in relation to its statutory duty to make arrangements to ensure continuous 
improvement in the way in which its functions are exercised, having regard to a 
combination of economy, efficiency and effectiveness. 
 
Auditor’s Responsibilities 
 
We are required by the Audit Commission Act 1998 to be satisfied that proper arrangements 
have been made by the authority for securing economy, efficiency and effectiveness in its 
use of resources. The Code of Audit Practice issued by the Audit Commission requires us to 

 
Reigate & Banstead Borough Council  17  



 
 
INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF 
REIGATE & BANSTEAD BOROUGH COUNCIL 
 
 
 
 
 

 

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 that prevent us from concluding that the 
authority has made such proper arrangements. We are not required to consider, nor have we 
considered, whether all aspects of the authority’s arrangements for securing economy, 
efficiency and effectiveness in its use of resources are operating effectively. 
 
We are required by section 7 of the Local Government Act 1999 to carry out an audit of the 
authority’s best value performance plan and issue a report:  

• certifying that we have done so; 
• stating whether we believe that the plan has been prepared and published in 

accordance with statutory requirements set out in section 6 of the Local Government 
Act 1999 and statutory guidance; and 

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

 
Conclusion  
 
We have undertaken our audit in accordance with the Code of Audit Practice and having 
regard to the criteria for principal local authorities specified by the Audit Commission and 
published in December 2006, we are satisfied that, in all significant respects, Reigate and 
Banstead Borough Council made proper arrangements to secure economy, efficiency and 
effectiveness in its use of resources for the year ending 31 March 2007.  
 
Best Value Performance Plan 
 
We issued our statutory report on the audit of the authority’s best value performance plan 
for the financial year 2006/07 on 4 December 2006. We did not identify any matters to be 
reported to the authority and did not make any recommendations on procedures in relation 
to the plan.  
 
Certificate 
 
We certify that we have completed the audit of the accounts in accordance with the 
requirements of the Audit Commission Act 1998 and the Code of Audit Practice issued by 
the Audit Commission. 
   
   
Baker Tilly UK Audit LLP 
Chartered Accountants 
Lancaster House 
7 Elmfield Road 
Bromley 
BR1 1LT 
 
Date 27th September 2007 
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STATEMENT OF ACCOUNTING POLICIES 
 
 
 
 
 

 

1. General Principles 

The Statement of Accounts summarises the Council’s transactions for the 2006/07 financial 
year and shows its position at 31 March 2007.  It has been prepared in accordance with the 
Code of Practice on Local Authority Accounting in the UK 2006.  The accounting convention 
adopted is to record information at historic cost (with the exception of certain categories of 
fixed assets – see section 8, Tangible Fixed Assets). 

 
2. Accruals of Income and Expenditure 

Activity is accounted for in the year that it takes place, not simply when payments are made 
or received.  For example: 

• Fees, charges and rents due from customers are accounted for as income at the date 
the Council provides the relevant goods or services. 

• Supplies are recorded as expenditure when they are consumed.  Where there is a 
gap between receipt and consumption they are shown as stocks on the Balance 
Sheet. 

• Where income or expenditure has been recognised but no payment has been 
received or made, a debtor or a creditor for the relevant amount is recorded in the 
Balance Sheet.  Where it is doubtful that debts will be settled, the balance of debtors 
is reduced and a charge made to revenue for the income that may not be collected. 

• Interest payable of borrowings and receivable on investments is accounted for in the 
year to which it relates. 

• Works are shown as expenditure when they are completed.  Before this they are 
recorded as work in progress on the Balance Sheet. 

 
3. Overheads and Support Services 

The cost of overheads and support services have been charged to those that benefit from 
them in accordance with the CIPFA Best Value Accounting Code of Practice 2006.  All such costs 
have been shared between users in proportion to the benefits received, with the exception of: 

• Corporate and Democratic Core costs – these relate to democratic activities, 
corporate management and public accountability. 

• Non Distributed costs – these are specific categories of pension cost and fixed asset 
cost which do not relate to individual services. 

 
4. Government Grants and other Contributions 

Whether paid on account, by instalments or in arrears, Government grants and third party 
contributions and donations are recognised as income at the date that the Council satisfies 
the conditions of entitlement to the grant/contribution and there is reasonable assurance 
that the monies will be received.  Revenue grants are matched in revenue accounts with the 
service expenditure to which they relate.  Grants to cover general expenditure (eg  Revenue 
Support Grant) are credited to the Income and Expenditure Account after Net Operating 
Expenditure. 
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5. Leases 

The Council has no finance leases.  Rentals payable under operating leases are charged 
directly to the appropriate service revenue account on an accruals basis. 

 
6. Retirement Benefits 

The Council provides for the payment of pensions and other defined benefits to its 
employees by making contributions to the Surrey County Council Pension Fund.  The 
contributions are based on rates determined by the Fund’s actuary which in turn are based 
on triennial valuations of the Fund.  The most recent valuation took place during 2004.  
Under the Pension Fund Regulations contributions are set to meet the overall liabilities of 
the Fund.  

The Fund is accounted for as a defined benefit scheme, which means that: 

• The liabilities of the Fund which are attributable to the Council are included in the 
Balance Sheet on an actuarial basis using the projected unit method (ie an 
assessment of the cost of future retirement benefits earned to date by employees 
based on assumptions about mortality rates, employee turnover rates and projected 
future earnings) 

• Liabilities are discounted to give their value at current prices using a discount factor 
of 5.4% (which is based on the gross redemption yield of the Sterling Corporates 
bond Index). 

• The assets of the pension fund that are attributable to the Council are included in the 
Balance Sheet at their fair value (principally, market value). 

Changes in the net pensions liability is analysed into 7 components: 

• Current service cost – the increase in liabilities as a result of benefits earned this 
year. 

• Past service cost – discretionary benefits awarded on early retirement 

• Settlements and Curtailments - these arise as a result of specific decisions made by 
the Council that are not covered within the normal actuarial assumptions. They 
include for example a reduction in employees because of the transfer or termination 
of an operation. 

• Interest Cost – the expected increase in the present value of liabilities as they move 
one year closer to being paid. 

• Expected Return on Assets - the increase in the value of the assets in the year.  It is 
not intended to reflect the actual return realised by the scheme, but is a longer-term 
measure based on expected returns on the assets in the fund over the remaining life 
of the Fund obligations. 

• Actuarial Gains and Losses – these arise because events have not coincided with 
assumptions made at the last actuarial valuation or because the actuary has updated 
those assumptions. 

• Contributions Paid – the money paid to the Fund as employers contributions. 
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The costs of retirement benefits are recognised in the Net Cost of Services when they are 
earned by employees rather than when the benefits are paid as pensions.  However, the 
amount that can be charged against Council Tax is statutorily limited to the cash payable in 
the year.  In the Statement of Movement on the General Fund Balance there are 
appropriations to and from the Pensions Reserve to avoid any impact on Council Tax levels. 

 
7. Value Added Tax (VAT) 

Income and expenditure excludes any amounts related to VAT, as all VAT collected is 
payable to HM Revenue and Customs and all VAT paid is recoverable from them. 

 
8. Tangible Fixed Assets 

Tangible Fixed Assets are assets that have physical substance and are held for use in the 
provision or administration of services. 

Recognition:  Except for items under £10,000, which are charged to revenue, all expenditure 
on the acquisition, creation or enhancement of fixed assets is capitalised on an accruals basis, 
provided that the asset yields benefit to the authority and the services it provides for a 
period of more than one year. 

Measurement:  Assets are initially recorded at cost, which comprises all the expenditure that 
is directly attributable to bringing the asset into working condition for its intended use.  
Assets are subsequently recorded in the Balance Sheet using the following measurement 
bases: 

• Operational Assets are included in the balance sheet at open market value in 
existing use.  In the case of certain buildings, which are either specialised or where 
no market exists for them, the properties are included in the Balance Sheet at 
depreciated replacement cost. 

• Investment Properties and Assets Surplus to Requirements are included in the 
Balance Sheet at open market value. 

• Infrastructure and Community Assets are included in the Balance Sheet at 
depreciated historic cost. 

Land and buildings are revalued on a 5-year rolling programme. Changes arising from these 
revaluations are credited to the Fixed Asset Restatement Account.  

Impairment:  Impairment is caused by either a consumption of economic benefits or a 
general fall in prices.  Tangible and intangible assets are reviewed at the balance sheet date 
for evidence of impairment. Where there is reason to believe that the value of an asset has 
changed materially in the year, the valuation is adjusted accordingly.  Impairment caused by 
a clear consumption of economic benefits is charged to the relevant service revenue account. 
Other impairments reflecting a general fall in prices are recognised in the Fixed Asset 
Restatement Account. 

Disposals:  Except for receipts under £5,000, which are credited to revenue, all income from 
the disposal of fixed assets is credited to the Usable Capital Receipts Reserve and accounted 
for on an accruals basis.  Gains and losses on disposal are recognised in the Income and 
Expenditure Account. 
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Depreciation:  All assets with a determinable finite life (except Investment Assets) are 
depreciated by allocating their value over the periods expected to benefit from them.  In all 
cases the “straight-line” method has been used to allocate the value of the asset over its 
expected useful life: 

• Properties, based on the expected useful life of individual assets 

• Infrastructure Assets, 10 years 

• Plant, 10 years 

• Vehicles, 5 to 7 years 

• Equipment, 3 to 5 years 

• Furniture, 3 years. 

 
9. Intangible Fixed Assets 

Expenditure on assets that do not have physical substance (eg software licences) is 
capitalised when it will bring benefits to the Council over more than one financial year.  The 
balance is amortised to the Income and Expenditure Account over the economic life of the 
investment to reflect the pattern of consumption of the benefits. 

 
10. Charges to Revenue for Fixed Assets 

Services are charged the following amounts to reflect their use of fixed assets during the 
year: 

• The depreciation attributable to the assets used by the relevant service. 

• The amortisation of intangible assets attributable to the service. 

Depreciation and amortisation do not increase the amount to be raised from Council Tax. 

Prior to this year the charges to revenue also included a notional interest charge based on the 
value of assets used by services.  This has been abolished by the Code of Practice on Local 
Authority Accounting in the UK 2006.  This change has been reflected in the prior year figures 
contained in these Accounts.  The full impact on the Net Cost of Services in 2005/06 is 
detailed in Section 3 of the Foreword (page 8). 

 
11. Deferred Charges 

Deferred charges represent expenditure that may be capitalised under statutory provision 
but which does not result in the creation of tangible assets.  Deferred charges incurred in the 
year have been written-off as revenue expenditure against the relevant service. 

 
12. Investments 

Investments are recorded in the Balance Sheet at cost. 

 
13. Stocks and Work in Progress 

Stocks are valued at the latest price paid.  This is a departure from the relevant Statement of 
Standard Accounting Practice (SSAP 9) which requires stocks to be shown at the lower of 
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actual cost or net realisable value.  It has, however, no material effect on the accounts.  Work 
in progress is valued at cost. 

 
14. Provisions  

Provisions are made where an event has taken place that gives the council an obligation that 
probably requires settlement by a transfer of economic benefits, but where the timing of the 
transfer is uncertain.  For instance, the council may be involved in a court case that could 
eventually result in the making of a settlement or the payment of compensation.   

Provisions are charged to the appropriate revenue account when the authority becomes 
aware of the obligation, based on the best estimate of the likely settlement.  When payments 
are eventually made, they are charged to the provision set up in the balance sheet.  
Estimated settlements are reviewed at the end of each financial year.  When it becomes more 
likely than not that a transfer of economic benefits will not be required (or a lower settlement 
than anticipated is made), the provision is reversed and credited back to the relevant 
revenue account.   

Where some or all of the payments required to settle a provision is expected to be met by 
another party (eg  from an insurance claim), this is only recognised as income in the relevant 
revenue account if it is virtually certain that reimbursement will be received if the obligation 
is settled. 

 
15. Reserves 

Reserves are created by appropriating amounts in the Statement of Movement on the 
General Fund Balance.  When expenditure to be financed from a reserve is incurred, it is 
charged to the appropriate revenue account in that year to count against the Net Cost of 
Services.  The reserve is then appropriated back into the General Fund Balance statement so 
that there is no net charge against council tax for the expenditure.   

Certain reserves are kept to manage the accounting processes for tangible fixed asset and 
retirement benefits and they do not represent usable resources for the council.  These 
reserves are shown below: 

Fixed Asset Restatement Account:  This represents the balance of surpluses or deficits 
arising from the periodic revaluation of fixed assets.  The reserve is matched by assets within 
the Balance Sheet and is not a resource available to the authority. 

Capital Financing Account:  This shows the capital resources set aside to meet past 
expenditure. 

Pensions Reserve:  This represents the estimated net assets/liabilities of the Council in 
regard to future pension costs.   
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These are the financial statements that are produced by all local authorities.  They consist of: 

• Income and Expenditure Account 

• Statement of the Movement on the General Fund Balance 

• Statement of Total Recognised Gains and Losses 

• Balance Sheet 

• Cash Flow Statement 

Explanatory notes immediately follow this group of statements. 
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Introduction 

The Income and Expenditure Account is a new statement which, in part, replaces the 
Consolidated Revenue. 

It brings together the expenditure and income relating to all of the Council’s functions and 
presents these in 3 distinct sections: 

• Net Cost of Services 

This provides information on the different operations of the Council. 

• Net Operating Expenditure 

This shows information on income and expenditure relating to the Council as a 
whole.  It is added to the net cost of services to give net operating expenditure. 

• Surplus or Deficit for the Year 

The third section shows the income from local taxation and general government 
grants and results in a net surplus or deficit for the year. 

This final figure requires careful interpretation.  The Income and Expenditure Account 
discloses the income received and the expenditure incurred in operating the Council during 
the year.  This is presented using essentially the same accounting conventions that would 
apply to a large, unlisted company (i.e. UK Generally Accepted Accounting Practice or UK 
GAAP). 

There are however some items of income and expenditure which have an impact on the 
Council’s General Fund which cannot appear in the Income and Expenditure Account.  
Similarly there are some transactions which must be reflected in the Income and 
Expenditure Account but which can never affect the General Fund.  This partly due to the 
legislation governing local authorities, and partly due to proper accounting practice. 

For example, some capital expenditure may be charged to the General Fund but can never 
appear in the Income and Expenditure Account.  Conversely, the depreciation of fixed assets 
is charged to the Income and Expenditure Account but cannot be charged to the General 
Fund. 

Whilst the surplus or deficit on the Income and Expenditure Account is the best measure 
of the Council’s financial results in accordance with UK GAAP, the movement on the 
General Fund balance is a key indicator of stewardship. 

For this reason the Income and Expenditure Account should be reviewed in conjunction 
with the Statement of Movement in the General Fund Balance. 

 
Prior Period Adjustments 

The Code of Practice on Local Authority Accounting in the United Kingdom 2006 has introduced a 
number of significant changes in the way the financial statements of Councils are presented.   

A reconciliation between the Consolidated Revenue Account figures published as part of the 
2005/06 Statement of Accounts and the comparative figures included in this year’s Income 
and Expenditure Account is provided in Section 3 of the Foreword (page 8). 
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Income and Expenditure Account for the Year Ended 31 March 2007 
 
 

  
Gross 

Expenditure 
Gross 

Income 
Net 

Expenditure 

 
2005/06
Restated 

Notes  £000 £000 £000 £000 
      
 Central Services to the Public 19,828 17,993 1,835 290 

 Cultural Services 5,650 1,220 4,430 4,414 

 Environmental Services 12,034 4,080 7,954 8,141 

 Planning Services 5,389 2,541 2,848 3,368 

 Highways, Roads & Transport 3,451 2,075 1,376 655 

 Housing Services 22,687 19,790 2,897 2,226 

 Social Services 1,406 76 1,330 1,133 

 Corporate & Democratic Core 2,870 858 2,012 3,088 

 Non Distributed Costs 1,110 0 1,110 362 
      
1 to 8 Net Cost of Services 74,425 48,633  25,792 23,677 
     
9 Precepts:    
         Horley Town Council  256 245 

         Salfords and Sidlow Parish Council  25 20 
     
 Interest Payable  90 1,900 
     
10 Interest and Investment Income  (3,690) (5,226) 
     
11 Contribution of Housing Capital Receipts to Government Pool  12 39 
     
12 Pensions Interest Cost and Expected Return on Pensions Assets  546 1,000 
     
 Net Operating Expenditure  23,031 21,655 
     
 Demand on the Collection Fund (Council Tax)  (9,816) (9,225) 
     
 Revenue Support Grant  (1,095) (2,278) 
     
 Non-Domestic Rate Redistribution  (5,534) (3,644) 
     
13 Deficit (Surplus) for the Year  6,586 6,508 
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Introduction 

The Income and Expenditure Account shows the Council’s actual financial performance for 
the year measured in terms of the resources consumed and generated over the last twelve 
months.  However, local authorities are in fact required to raise Council Tax on a different 
accounting basis.  The main differences are: 

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

• The “Contribution of Housing Capital Receipts to Government Pool” counts as a 
loss in the Income and Expenditure Account but is actually met from usable capital 
receipt balances rather than Council Tax. 

• Retirement benefits are charged as the amounts become payable rather than as 
future benefits are earned. 

The General Fund Balance compares the Council’s spending against the Council Tax that it 
raised for the year but also takes into account the use of reserves built up in the past and 
contributions to reserves earmarked for future expenditure. 

This reconciliation statement summarises the difference between the outturn on the Income 
and Expenditure Account and the General Fund Balance. 

 

 
 
 
Statement of Movement on the General Fund Balance for the Year Ended 31 March 2007 
 
 
   2005/06 
Notes  £000 £000 
    
13 Deficit for the Year on the Income and Expenditure Account 6,586 6,508 
    
14 Net additional amount required by statute and non-statutory 

proper practices to be debited or credited to the General Fund 
balance for the year. (6,832) (7,083) 

    
 Increase in General Fund Balance for the Year (246) (575) 
    
 General Fund Balance as at 1 April (2,995) (2,420) 
    
 General Fund Balance as at 31 March  (3,241) (2,995) 
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Introduction 

The Income and Expenditure Account shows the Council’s actual financial performance for 
the year measured in terms of the resources consumed and generated over the last twelve 
months.  However, there will be gains and losses in the Balance Sheet that are not shown in 
the Income and Expenditure Account. 

This Statement brings these other gains and losses together with the outturn on the Income 
and Expenditure Account to show the total change in the Council’s net worth for the year. 

 
 
 
 
Statement of Total Recognised Gains and Losses for the Year Ended 31 March 2007 
 
 
    

2005/06 
Notes  £000 £000 
    
13 Deficit for the year on the Income and Expenditure Account 6,586 6,508 
    
19 (Surplus)/Deficit arising from the revaluation of Fixed Assets 3,397 (2,080) 
    
12 Actuarial (gains)/losses on Pension Fund assets and liabilities (6,245) 1,690 
    
15 Pension payments monetary sum (1,209) (894) 
    
16 Collection fund surplus (132) (135) 
    
17 Other movements (979) (1,526) 
    
 Total Recognised (Gains)/Losses for the Year 1,418 3,563 
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Introduction 

The name of this statement has been changed from “Consolidated Balance Sheet” to 
“Balance Sheet”. 

This is not because of substantive changes in its content but because “consolidated” is now 
less appropriate given the changes made to the other statements. 

Irrespective of the name change, the Balance Sheet still shows the assets, the liabilities and 
the net worth of the Council as at the end of the financial year. 
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Balance Sheets as at 31 March 2007 
 
 
      2005/06 
Notes   £000 £000 £000 £000 
       
18 Intangible Assets   0 0 
       
19  Tangible Fixed Assets     
 Operational Assets     
  Other Land and Buildings 58,748   70,056 
  Vehicles, Plant, Furniture and Equipment 5,369   6,832 
  Infrastructure Assets 2,283   1,910 
  Community Assets 1,551   1,342 
    67,951   
 Non-Operational Assets     
  Investment Properties 20,534   14,430 
  Assets under Construction 66   52 
  Surplus Assets held for Disposal 5,485   6,556 
    26,085   
 Other Long-Term Assets     
24  Long-Term Investments 55,877   16,381 
25  Long-Term Debtors 623   110 
    56,500   
 Total Long-Term Assets   150,536 117,669 
       
 Current Assets     
26  Stocks and Work in Progress 62   71 
27  Debtors 9,713   4,631 
  Investments 12,505   55,437 
  Cash and Bank 910   0 
    23,190   
 Current Liabilities     
28  Short-Term Borrowing (9,000)   (5,000) 
29  Creditors (11,922)   (12,686) 
  Overdraft 0   (190) 
    (20,922)   
 Net Current Assets   2,268 42,263 
       
 Long-Term Liabilities     
30  Provisions  (886)  (853) 
  Deferred Government Grants  0  0 
12  Pension Scheme Liability  (32,297)  (38,040) 
     (33,183)  
       
 Total Assets Less Liabilities   119,621 121,039 
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Balance Sheets as at 31 March 2007 
 
     2005/06 
Notes    £000 £000 
 Financed by:     
32  Fixed Asset Restatement Account   39,370 44,818 
33  Capital Financing Account   54,665 56,360 
34  Usable Capital Receipts Reserve   53,012 53,858 
35  Deferred Capital Receipts   73 93 
36  Pensions Reserve   (32,297) (38,040) 
37  General Fund Balance   3,241 2,995 
38  Earmarked Reserves   1,557 955 
       
 Total Net Worth   119,621 121,039 
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Introduction 

This statement summarises the inflows and outflows of cash arising from both revenue and 
capital transactions. 

For the purpose of this statement cash is defined as cash in hand and deposits repayable on 
demand less overdrafts repayable on demand. 
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Cash Flow Statement for the Year Ended 31 March 2007 
 
 
   2005/06 
Notes  £000 £000 
 Revenue Activities   
 Cash Outflows   
 Cash paid to and on behalf of employees 20,133 18,807 
 Other operating cash payments 11,836 11,213 
 Housing Benefit paid out 19,366 17,984 
 National non-domestic rate payment to national pool 44,666 42,540 
 Precepts paid 63,280 59,366 

  159,281 149,910 
 Cash Inflows   
 Rents (after rebates) (1,040) (638) 
 Council Tax income (67,710) (65,140) 
 Community Charge income - 17 
 National non-domestic rate receipts from national pool (381) (5,834) 
 National non-domestic rate receipts  (43,159) (50,495) 
 Revenue Support Grant (1,068) (2,278) 
 DWP grants for Benefits (24,461) (23,011) 
41 Other Government Grants (1,539) (1,402) 
 Cash received for goods and services (7,463) (6,292) 
 Other operating cash receipts (4,170) (4,628) 
  (150,991) (159,701) 
    
42 Revenue Activities Net Cash Flow 8,290 (9,791) 
    
 Returns on Investments and Servicing of Finance   
 Cash Outflows:  Interest paid 90 1,900 
 Cash Inflows:  Interest received (2,271) (5,225) 
    
 Returns on Investments and Servicing of Finance Net Cash Flow (2,181) (3,325) 
    
 Capital Activities   
 Cash Outflows   
 Purchase of fixed assets 1,830 13,320 
 Other capital cash payments 2,087 1,025 
  3,917 14,345 
 Cash Inflows   
 Sale of fixed assets (3,070) (2,772) 
 Capital grants received (682) (614) 
 Other capital cash receipts 62 (308) 
    
 Capital Activities Net Cash Flow 227 10,651 
    
 Net Cash Outflow (Inflow) before Financing 6,336 (2,465) 
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Cash Flow Statement for the Year Ended 31 March 2007 
 
 
   2005/06 
Notes  £000 £000 
43 Management of Liquid Resources 0 0 
44 Net increase (decrease) in short term investments (6,336) 2,465 
    
44 Financing   
 Cash Outflows:  Repayment of amounts borrowed 0 0 
 Cash Inflows:  New loans raised 0 0 
    

44 Net Decrease (Increase) in Cash (6,336) 2,465 
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1. Net Cost of Services 

Net expenditure has been presented in accordance with the Best Value Accounting Code of 
Practice 2006.  Information on what is included in each category is shown below: 

Central Services to the Public 
This includes local tax collection, elections, emergency planning, local land charges and 
general grants, bequests and donations. 

Cultural Services 
This includes culture and heritage, recreation and sport, open spaces, tourism and 
library services.  

 Environmental Services 
This includes cemeteries, environmental health, community safety, licensing, flood 
defence and land drainage, street cleansing, waste collection and waste disposal. 

 Planning Services 
This includes building control, development control, planning policy, economic 
development, community development and environmental education initiatives. 

 Highways, Roads and Transport 
 This includes transport planning, road safety, parking services and public transport. 

 Housing Services 
 This includes housing strategy, housing advice, homelessness and housing benefits. 

 Social Services 
This is comprised of a range of discretionary services for older or disabled people.  It 
includes day centres and dial-a-ride services. 

 Corporate and Democratic Core 
This includes all Members (Councillors) activities and the infrastructure that provides 
both Council services and the information that is required for public accountability. 

 Non-Distributed Costs 
This is comprised of specific categories of pension cost and fixed asset cost which do not 
relate to individual services. 

All expenditure relates to continuing operations.  The Council neither acquired nor 
discontinued any operations during the year. 

There were no payments made under operating leases during the year and the Council has 
not entered into any finance leases. 

 
2. Expenditure on Publicity 

Section 5 of the Local Government Act 1986 requires the Council to keep a separate account of 
the expenditure on publicity.  This is shown overleaf. 
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  2005/06 
Expenditure on Publicity £000 £000 
Recruitment Advertising 55 112 
The “Borough News” 60 59 
Leisure Facilities 39 59 
Development Control 50 47 
Other Publicity 41 50 
Total 245 327 

 
3. Building Control Account 

The Building (Local Authority Charges) Regulations 1998 require the disclosure of information 
regarding the setting of charges for the administration of the building control function.  
However, certain activities performed by the Building Control Unit cannot be charged for, 
such as providing general advice and liasing with other statutory authorities.   

The statement below shows the total cost of operating the Building Control Unit divided 
between the chargeable and non-chargeable activities.  

  
Chargeable 

Non-
Chargeable 

 
Total 

 
2005/06 

 £000 £000 £000 £000 
Total Expenditure 405 173 578 711 
Less Income:     

Building Regulation Income (428) 0 (428) (445) 
Miscellaneous Income 0 (6) (6) (6) 

Deficit/(Surplus) for the Year (23) 167 144 260 
 

4.  Agency Income and Expenditure 

The Road Traffic Act 1991 provided for the decriminalisation of on-street parking offences 
with responsibility for enforcement passing from the local police authority to local traffic 
authorities. Surrey Police ceased enforcement of on-street parking controls with effect from 1 
April 2004 when responsibility passed to Surrey County Council. 

The Council entered into an agreement with Surrey County Council to take on the 
responsibility for on-street parking enforcement within the Borough during 2004/05 on an 
agency basis with the net costs of running the scheme being fully refunded to the Council. 

The total costs reimbursed by Surrey County Council during 2006/07 amounted to £67,631 
compared with a payment to them of the surplus of income over expenditure of £39,849 in 
2005/06. 

 
5. Members’ Allowances 

The total value of the allowances paid to the 51 Members of the Council during the year was 
£350,764  (£314,349 in 2005/06). 

 
6. Officers’ Emoluments 

The number of employees whose remuneration was £50,000 or more is shown overleaf (in 
bands of £10,000). 
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  2005/06 
 

Remuneration Band 
No. of 

Employees 
No. of 

Employees 

£50,000 to £59,999 21 16 
£60,000 to £69,999 7 7 
£70,000 to £79,999 1 1 
£80,000 to £89,999 4 3 
£90,000 to £99,999 0 0 
£100,000 to £109,999 1 1 

 
7. Related Parties 

Financial Reporting Standard (FRS) 8 requires the Council to disclose material transactions 
with related parties – that is, individuals or bodies that have the potential to control or 
influence the Council, or to be controlled or influenced by the Council.  

The Council operates a Register of Members Interests and a Register of Staff Interests to 
record and monitor related party transactions. In addition declaration forms were sent to all 
Members and relevant officers at the end of the year. 

The Council, together with Mole Valley District Council and Tandridge District Council, has 
established the East Surrey Improvement Partnership (ESIP) as a means of enabling the three 
councils to explore areas of joint working which will result in service and quality of life 
improvements for their residents, users and customers. 

A Statement of Intent, which describes the overarching objectives for developing stronger 
partnership working between the three councils, was adopted by the Council on 26 January 
2006.  The Statement of Intent also outlines underlying principles that will support the initial 
scoping and development of improved partnership arrangements and the next steps 
required.  Appropriate governance arrangements and a collaboration strategy have, in 
addition, been agreed between the three Councils. 

ESIP has not been constituted as a body corporate and any transactions arising from 
arrangements agreed through ESIP are undertaken by the individual councils themselves in 
accordance with their own financial procedures. 

There were no known material related party transactions during the year but Councillors 
Gates and Venn did not return their declaration forms which causes some uncertainty about 
whether there are undeclared material related party transactions. 
 
8. Audit Costs 

During the year the Council incurred the following fees in relation to external audit and 
inspection: 

  2005/06 
 £000 £000 

Fees Payable for External Audit Services 90 87 
Fees Payable for Statutory Inspections 5 0 
Fees Payable for the Certification of Grant Claims 18 20 
Total 113 107 
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9. Precepts 

This represents the Council Tax collected on behalf of Horley Town Council and Salfords 
and Sidlow Parish Council and paid to them. 
 
10. Interest and Investment Income 
This is shown net of investment management expenses. 
 
11. Contribution of Housing Capital Receipts to Government Pool 
All Councils are required to pay a proportion of specified housing receipts into a 
Government pool for redistribution. 

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

The Council is a contributor to the Local Government Pension Scheme administered by 
Surrey County Council.  The Scheme is a funded, defined benefit scheme.  Both the Council 
and its employees pay contributions at a level intended to balance the pensions liabilities 
with the pensions assets. 

The figures disclosed below have been provided by the Council’s actuary (Hymans 
Robertson LLP).  They are derived from the full actuarial valuation of the Fund carried out 
at 31 March 2004 and ‘rolled forward’ to provide data which is applicable as at 31 March 
2007. 

 
12.1 Transactions Relating to Retirement Benefits 
In accordance with Financial Reporting Standard (FRS) 17 we recognise the costs 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 we 
are required to make against Council Tax is based on the cash payable in the year.  The 
real cost of retirement benefits (as per FRS 17) is therefore reversed out in the Statement 
of Movement on the General Fund Balance to avoid any impact on Council Tax levels. 

The following transactions are reflected in the Income and Expenditure Account and the 
Statement of Movement in the General Fund Balance: 

   2005/06 
 £000 £000 £000 
Income and Expenditure Account:    

Included in Net Cost of Services    
Current Service Cost 2,822  2,110 
Past Service Cost 0  0 
Curtailments and Settlements 19  190 

  2,841  
Included in Net Operating Expenditure    

Interest Cost 5,348  5,020 
Expected Return on Pension Assets (4,802)  (4,020) 

  546  
Net Charge to the Income And Expenditure Account  3,387 3,300 
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  2005/06 
 £000 £000 
Statement of Movement in the General Fund Balance:   

Reversal of Net Charges made for Retirement Benefits in    
accordance with FRS 17 3,387 3,300 

   
Actual amount charged against the General Fund Balance for    
Pensions in the year:  Employers Contributions 2,885 2,630 

 
12.2 Assets and Liabilities in relation to Retirement Benefits 

The assets and liabilities relating to retirement benefits attributable to the Council as at 
31 March are: 

  2005/06 
 £000 £000 
Estimated Assets 75,901  71,160 
Less Estimated Liabilities 108,198 109,200 
Net Assets/(Liabilities) (32,297) (38,040) 

 
The liabilities are calculated on an actuarial basis using the projected unit method (ie an 
assessment of the cost of future retirement benefits earned to date by employees based 
on assumptions about mortality rates, employee turnover rates and projected future 
earnings).  The main assumptions applied by the actuary in calculating the values of the 
liabilities are: 

  2005/06 
 % % 
Price Increases 3.2% 3.1% 
Salary Increases 4.7% 4.6% 
Pension Increases 3.2% 3.1% 
Discount Rate 5.4% 4.9% 
Take-up of the option to convert pension into retirement grant 25% 0% 
 
The value of assets is based their fair value (principally, market value).  The Funds 
assets, as a proportion of the total assets, consist of: 

  2005/06 
 % % 
Equities 74.0% 75.0% 
Bonds 18.0% 17.6% 
Property 6.0% 5.7% 
Cash 2.0% 1.7% 
 100% 100% 
 
The expected rates of return on the assets are not intended to reflect the actual return 
realised by the scheme, but are a longer-term measure based on expected returns on the 
assets in the fund over the remaining life of the Fund obligations.  These are shown 
overleaf: 
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  2005/06 
 % % 
Equities 7.8% 7.4% 
Bonds 4.9% 4.6% 
Property 5.8% 5.5% 
Cash 4.9% 4.6% 
 7.1% 6.8% 
 
12.3 Actuarial Gains and Losses 

These arise because actual events have not coincided with previous actuarial 
assumptions, or because actuarial assumptions have changed.  The impact of the 
actuarial gains and losses for 2006/07 (and the 4 previous financial years) is shown 
below: 

  2005/06 2004/05 2003/04 2002/03 
 £000 £000 £000 £000 £000 
Difference between the expected  
and actual return on assets 

 
0 

 
9,900 

 
2,220 

 
7,510 

 
(14,800) 

Difference between actuarial 
assumptions about liabilities and  
actual experience 

 
 

448 

 
 

(420) 

 
 

(4,650) 

 
 

710 

 
 

0 
Changes in demographic and  
financial assumptions used to  
estimate liabilities 

 
 

5,798 

 
 

(11,170) 

 
 

(13,140) 

 
 

0 

 
 

0 
Total Actuarial Gain/(Loss) 6,245 (1,690) (15,570) 8,220 (14,800) 
 
12.4 Pension Fund Liability 

This liability shows the underlying commitments of the Council to pay retirement 
benefits in the long-term.  It will be eliminated over time by increasing the contributions 
at a level assessed by the actuary. 

  2005/06 
 £000 £000 
Balance as at 1 April (38,040) (35,680) 

Current Service Costs (2,822) (2,110) 
Past Service Costs 0 0 
Settlement and Curtailments (19) (190) 
Interest Cost (5,348) (5,020) 
Expected Return on Assets 4,802 4,020 
Actuarial Gain/(Loss) 6,245 (1,690) 
Contributions Paid 2,885 2,630 

Balance as at 31 March (32,297) (38,040) 
 
12.5 Impact on the Accounting Statements 

In accordance with FRS 17 the accounts of the Council reflect the cost of retirement 
benefits entitlements at the time they are gained rather than at the time they are paid.  
The impact of these changes on the accounting statements for 2006/07 (and 2005/06) is 
summarised below: 

• The overall amount to be met from Government Grants and Council Tax is 
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unchanged. 

• Expenditure on Services is 1.6% higher (0.8% higher in 2005/06) than it would 
otherwise have been. 

• Net Operating Expenditure is 4.5% higher (2.1% higher in 2005/06) than it would 
otherwise have been. 

• The requirement to recognise the net pension liability in the Balance Sheet has 
reduced the Total Net Worth of the Council by 21.2% (23.9% in 2005/06). 

 
13. Deficit for the Year 

The Income and Expenditure Account discloses the income received and the expenditure 
incurred in operating the Council during the year.  This is presented using essentially the 
same accounting conventions that would apply to a large, unlisted company (i.e. UK 
Generally Accepted Accounting Practice or UK GAAP). 

There are however some items of income and expenditure which have an impact on the 
Council’s General Fund which cannot appear in the Income and Expenditure Account.  
Similarly there are some transactions which must be reflected in the Income and 
Expenditure Account but which can never affect the General Fund.  This partly due to the 
legislation governing local authorities, and partly due to non-statutory proper practice. 

For example, some capital expenditure may be charged to the General Fund but can never 
appear in the Income and Expenditure Account.  Conversely, the depreciation of fixed assets 
is charged to the Income and Expenditure Account but cannot be charged to the General 
Fund. 

Whilst the surplus or deficit on the Income and Expenditure Account is the best measure of 
the Council’s financial results in accordance with UK GAAP, the movement on the General 
Fund balance is a key indicator of stewardship. 

This is reflected in the Statement of Movement in the General Fund Balance. 
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14. Reconciling Items for the Statement of Movement on the General Fund Balance 

   2005/06 
 £000 £000 £000 

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

   

Depreciation of Fixed Assets (3,525)  (3,426) 
Intangible Fixed Assets written-off (2,087)  (1,340) 
Net Charges made for Retirement Benefits in  
accordance with FRS 17 

 
(3,387) 

  
(3,300) 

  (8,999) (8,066) 
Amounts not included in the Income and Expenditure 
Account but required by statute to be included when 
determining the Movement on the General Fund Balance: 

   

Pension Contributions Paid 1,676  1,735 
Transfer from Usable capital Receipts to meet the cost of 
Contribution of Housing Capital Receipts to Government 
Pool 

 
 

(12) 

  
 

(39) 
  1,664 1,697 

Transfers to or from the General Fund that are required to be  
taken into account when determining the movement on the 
General Fund Balance: 

   

Transfers to (from) Specific Reserves and Provisions*  503 (714) 
    

Net Additional Amount to be credited to the General Fund     
Balance for the year  (6,832) (7,083) 

 
* This is comprised of an £33,000 transfer to the Pensions Provision (see note 30) and transfers of 

£100,00 and £370,000 to the East Surrey Improvement Partnership Fund and the Corporate Plan 
Delivery Fund respectively (see note 38). 

 
15.   Statement of Total Recognised Gains and Losses:  Pension Payments Monetary Sum  

  2005/06 
 £000 £000 

   
Employers Contributions and Unfunded Benefits (2,885) (2,630) 
Current and Non-distributed Costs Payments 1,676 1,735 
Total (1,209) (895) 

 
16.   Statement of Total Recognised Gains and Losses:  Collection Fund Surplus  

  2005/06 
 £000 £000 

Total Collection Fund Surplus  (2,287) (1,285) 
Less Surplus attributable to precepting authorities  1,986 1,116 
Less prior year Reigate & Banstead Borough Council Surplus 169 34 
Surplus attributable to Reigate & Banstead Borough Council in year (132) (135) 
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17.  Statement of Total Recognised Gains and Losses:  Other Movements  

  2005/06 
 £000 £000 

Increase in Pension provision by transfer from reserves 33 0 
Write out of sold asset 485 0 
Transfer from Insurance reserve 0 328 
Principle repayments on mortgages 20 20 
Disabled facilities grant (351) (303) 
Capitalisation of Pension payments (789) (1,097) 
Government Grants deferred (377) (474) 
 (979) (1,526) 

 
18. Movement on Intangible Fixed Assets 

 31 March 
2006 

Expenditure Charged to 
Revenue 

31 March 
2007 

 £000 £000 £000 £000 
Capitalisation of pension payments 0 788 (788) 0 
Improvement Grants 0 981 (981) 0 
Other 0 317 (317) 0 
Totals 0 2,086 (2,086) 0 

 
Intangible Fixed Assets consist entirely of deferred charges that have been written-off to 
revenue during the year. 
 
19. Movement on Tangible Fixed Assets 

 31 March 
2006 

 
Expenditure 

 
Disposals 

 
Revaluations 

 
Depreciation 

31 March 
2007 

 £000 £000 £000 £000 £000 £000 

Operational Assets       
Other Land and 
Buildings 70,056 357 0 (10,430) (1,235) 58,748 
Vehicles, Plant,  
etc 6,832 683 (17) 0 (2,129) 5,369 
Infrastructure 
Assets 1,910 518 0 0 (145) 2,283 
Community  
Assets 1,342 209 0 0 0 1,551 

Non-Operational Assets       
Assets Under 
Construction 52 14 0 0 0 66 
Investment 
Properties 14,430 49 0 6,055 0 20,534 
Surplus Assets 
for Disposal 6,556 0 (2,151) 1096 (16) 5,485 
Totals 101,178 1,830 (2,168) (3,279) (3,525) 94,036 

       
2005/06 91,053 12,297 (826) 2,080 (3,426) 101,178 
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Information on asset valuations is shown in Note 22.  Depreciation methods are detailed in 
the Statement of Accounting Policies (section 8, page 22). 
 
20. Capital Expenditure and Financing 

  2005/06 
 £000 £000 

Expenditure   
Intangible Fixed Assets 1,298 1,037 
Fixed Assets 1,830 12,297 
Capitalisation of Pension Costs 788 1,097 

Total 3,916 14,431 
Sources of Finance   

Capital Receipts 3,235 13,934 
Government Grants and other contributions 681 497 

Total 3,916 14,431 

A detailed analysis of capital expenditure is shown in Appendix 1. The capitalisation of 
pension costs was carried out with the approval of the Secretary of State for Communities 
and Local Government. 
 
21. Commitments under Capital Contracts 

The total amount of capital expenditure contractually committed at 31 March 2007 was 
£4,795,079. 
 
22. Fixed Asset Valuation Information 

The land and property assets of the Council were completely revalued as at 1 April 2004 in 
accordance with the Appraisal and Valuation Standards issued by the Royal Institute of 
Chartered Surveyors.   The Council’s external valuers (Wilks, Head and Eve – Chartered 
Surveyors) are currently revaluing these assts on a 5-year rolling cycle.  Plant and machinery 
forming an integral part of a property is included in the valuation of the building.  The bases 
for valuation are set out in the Statement of Accounting Policies (section 8, page 21). 

The progress of the rolling programme of revaluations, since the last complete revaluation, is 
set below.  It shows the change in asset values due to revaluation in each year. 

 
  2005/06 
 £000 £000 

Operational Assets   
Other Land and Buildings (10,430) 1,980 
Infrastructure Assets 0 0 
Community Assets 0 0 

Non-Operational Assets   
Investment Properties 6,055 100 
Surplus Assets for Disposal 1,096 0 

Total Change in Asset Values due to Revaluations (3,279) 2,080 
 
The Harlequin Theatre was re-valued together with Warwick Quadrant which had its 
classification changed to an Investment Property.  Cromwell Road properties valuations 
were merged into one valuation under Investment Properties.  As a result of these re-
classifications the £10,430,000 reduction in Operational Assets includes a transfer of 
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£7,546,000 to Investment Properties.  In addition three car parks were re-valued as leasehold 
rather than freehold.  The revaluation on Surplus Assets occurred when three properties 
were disposed of and the valuation became the market price at disposal. 
 
23. Assets Held 

The number of physical assets held by the Council as at 31 March was: 

  2005/06 
 No. No. 
Operational Assets   
Allotments 20 20 
Car Parks (Multi-Storey and Surface) 14 14 
Corporate Offices (Including Ancillary Buildings) 9 9 
Depots (Including Ancillary Buildings) 12 12 
Cemeteries 2 2 
Leisure Centres and Pools 3 3 
Commons, Parks and Recreation Grounds 108 108 
Help Shops 4 4 
Community Assets 10 10 
Theatres 1 1 
Day Centres 4 4 
Public Conveniences 15 17 
Miscellaneous Land & Buildings 170 190 
   
Non-Operational Assets   
Commercial Property & Land Rented Out 69 59 
Housing* 15 23 
Shopping Centres 1 1 

 
* On 25 March 2002 the Council’s housing stock was transferred to the Reigate and Banstead 

Housing Trust (which subsequently became the Raven Housing Trust) via a Large Scale Voluntary 
Transfer arrangement.  As part of this transfer (and with the permission of the Secretary of State) 
the Council retained a small number of properties that are being disposed of under agreements 
with other housing associations.  

 
24. Long-Term Investments 

  2005/06 
 £000 £000 

ADG (Properties) Ltd:  Debenture Stock 1996 - 2011 28 28 
Cash Funds (externally managed by Tradition [UK] Ltd) 43,000 15,000 
Cash Funds (internally managed) 12,849 1,353 
Total 55,877 16,381 
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25. Long-Term Debtors 

  2005/06 
 £000 £000 

Investment Income Accrued 541 0 
House Purchase Mortgages 73 93 
Car Loans to Employees 0 8 
Other 9 9 
Total 623 110 

 
 
26. Stocks and Work in Progress 

  2005/06 
 £000 £000 

Vehicle Fuel and Parts 26 18 
Protective Clothing 8 26 
Catering Stores 11 11 
Other 17 16 
 62 71 

 
27. Debtors 

  2005/06 
 £000 £000 

Central Government Departments 4,971 1,310 
Other Public Organisations 1 0 
Deposits and Commuted Sums 181 80 
Community Charge Payers 17 17 
Council Tax Payers 2,322 1,988 
Others 3,618 2,434 
Total (Gross) 11,110 5,829 
Less Provision for Bad Debts (1,397) (1,198) 
Total (Net) 9,713 4,631 

 
28. Short-Term Borrowing 

This consists of borrowing repayable within 12 months. 
 
29. Creditors 

  2005/06 
 £000 £000 

Central Government Departments 1,131 572 
Other Public Organisations 1,994 1,140 
Deposits and Commuted Sums 5,987 4,161 
Business Rates (NNDR) Payers 0 2,761 
Others 1,945 1,283 
Prepayments    

Council Tax 786 1,343 
Business rates (NNDR) 79 1,426 

Total 11,922 12,686 
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The “Other Public Organisations” figure includes the collection fund surpluses attributable 
to the precepting bodies (ie Surrey County Council and Surrey Police Authority) referred to 
in Note 16.  
 
30. Provisions 

There is currently only one provision.  The Pension Provision is to help offset the Council’s 
share of the deficit on the Surrey County Council Pension Fund.  Increased payments to the 
Fund are being spread over a number of years and the provision is designed to minimise the 
impact of those increases. 

The existing provision was conserved in 2006/07 by capitalising pension fund payments of 
£788,593.  The remaining provision will be used to finance future payments. 
 

 31 March 
2006 

Receipts in 
Year 

Payments in 
Year 

31 March 
2007 

 £000 £000 £000 £000 
Pensions Provision (853) (33) 0 (886) 

 
31. Movements on Reserves 

The Council keeps a number of reserves in the Balance Sheet.  Some are required to be held 
for statutory reasons, some are needed to comply with proper accounting practice and 
others have been established voluntarily to earmark reserves for future spending plans.   

A summary of the net movements on all of the reserves is shown overleaf.  More detailed 
information on each individual reserve – and its purpose – is shown after the summary. 

 
 

31 March  
2006 

 Movement 
in Year 

31 March 
2007 

Reserve £000 £000 £000 
Fixed Asset Restatement Account (44,818) 5,448 (39,370) 
Capital Financing Account (56,360) 1,695 (54,665) 
Usable Capital Receipts (53,858) 846 (53,012) 
Deferred Capital Receipts (93) 20 (73) 
Pensions Reserve 38,040 (5,743) 32,297 
General Fund  (2,995) (246) (3,241) 
Earmarked Reserves (955) (602) (1,557) 
Total (121,039) 1,418 (119,621) 

 
32. Fixed Asset Restatement Account 

This represents the balance of surpluses or deficits arising from the periodic revaluation of 
fixed assets.  The reserve is matched by assets within the Balance Sheet and is not a resource 
available to the authority. 

  2005/06 
 £000 £000 

Balance as at April 1 (44,818) (43,563) 
Surplus on Revaluations 3,279 (2,080) 
Disposal of Fixed Asserts 2,169 825 
Balance as at 31 March (39,370) (44,818) 
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33. Capital Financing Account 

This shows the capital resources set aside to meet past expenditure and is not a resource 
available to the authority. 

  2005/06 
 £000 £000 

Balance as at April 1 (56,360) (47,490) 
Capital Financing from capital Receipts (3,235) (13,934) 
Capital Financing from Grants and Other Contributions (681) (497) 
Depreciation 3,525 3,426 
Deferred Charges written-off 1,298 1,037 
Capitalisation of Pension Costs 788 1,097 
Balance as at 31 March (54,665) (56,360) 

 
34. Usable Capital Receipts 

These are the proceeds of fixed asset sales that are available for future capital investment. 

  2005/06 
 £000 £000 

Balance as at April 1 (53,858) (64,834) 
Capital Receipts Received (3,102) (2,772) 
Capital Receipts Set Aside 32 317 
Capital Receipts Used for Financing 3,916 13,431 
Balance as at 31 March (53,012) (53,858) 

 
35. Deferred Capital Receipts 

These relate to the sale of council houses and the balance reflects the amount of mortgage 
principal still outstanding. 

  2005/06 
 £000 £000 

Balance as at April 1 93 114 
Deferred Capital Receipts Received (20) (21) 
Balance as at 31 March 73 93 

 
36. Pensions Reserve 

This shows the estimated net liabilities of the Council in regard to future pension costs.  It 
will be eliminated over time by increasing the contributions at a level assessed by the 
actuary (further information can be found in Note 12). 

  2005/06 
 £000 £000 

Balance as at April 1 38,040 35,680 
Net Charge to the Income and Expenditure Account 3,387 3,300 
Actuarial Loss (Gain) (6,245) 1,690 
Contributions Paid (2,885) (2,630) 
Balance as at 31 March 32,297 38,040 
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37. General Fund  

This shows the revenue surpluses set aside to meet future general revenue expenditure.  
Further information can be found in the Statement of Accounting Policies (section 15, page 
23). 

  2005/06 
 £000 £000 

Balance as at April 1 (2,995) (2,420) 
Net Movements during the year (246) (575) 
Balance as at 31 March (3,241) (2,995) 

 
38. Earmarked Reserves 

The Collection Fund surplus is that entirely attributable to Reigate and Banstead Borough 
Council. That element of the surplus attributable to Surrey County Council and Surrey 
Police Authority has been shown as part of Creditors (see notes 16 and 29). 

The Insurance Reserve provides cover against potential future liabilities in respect of self-
insured items. 

The East Surrey Improvement Partnership Fund is a new reserve set up to cover future liabilities 
arising from working towards shared services with neighbouring boroughs. 

The Corporate Plan Delivery Fund provides funding for key priorities within the Council’s 
Corporate Plan. 

Net movements on both are summarised below. 

 
 

31 March  
2006 

Movement 
in Year 

31 March 
2007 

Reserve £000 £000 £000 
Collection Fund surplus attributable to Reigate and 
Banstead Borough Council 

 
(169) 

 
(132) 

 
(301) 

Insurance Reserve (174) 0 (174) 
East Surrey Improvement Partnership Fund 0 (100) (100) 
Corporate Plan Delivery Fund (612) (370) (982) 
Total (955) (602) (1,557) 

 
39. Contingent Liability 

A new road bridge was constructed beneath the London to Brighton railway line.  If, as a 
result of this work, Network Rail incurs costs or damages in excess of £2,000,000 then the 
Council will provide further compensation up to a maximum of £1,000,000.    

The Council is not directly involved in the construction work but has agreed to act as an 
enabler to ensure that the bridge is built.  It is empowered to do this by virtue of Part 1 of the 
Local Government Act 2000. The potential liability will cease when Surrey County Council 
formally adopts the new road. 
 
40. Authorisation of Accounts for Issue 

These accounts were authorised for issue by the Director of Resources on the 27th September 
2007 and post balance sheet events have been considered up to this date. 
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41. Other Government Grants 

  2005/06 
 £000 £000 

Housing Benefits Administration 233 234 
Housing Benefits Fraud Administration 0 52 
Housing Benefits Fraud Verification 0 91 
Security Subsidy 227 0 
Council Tax Benefits 251 0 
Elections Reimbursement 0 28 
Planning Delivery Grant 165 291 
Building Safer Communities 140 124 
North and West London Local Authorities (LAWN) Housing Scheme 0 40 
Recycling Grants 0 59 
Liquid Petroleum Gas Grant 0 8 
NNDR Collection 195 197 
DEFRA Grant 6 11 
(Creditor)/Debtor adjustment 322 267 

 1,539 1,402 
 
42. Reconciliation of Revenue Net Cash Flow to Income and Expenditure Account Deficit 

  2005/06 
 £000 £000 

Income and Expenditure Account Deficit 6,586 6,508 
Non-Cash Transactions   
Direct Revenue Financing of Capital Expenditure 
 

0 19 

Contributions to and from Reserves   
Contributions to Provisions 33 66 
Contributions to Reserves 470 467 
Collection Fund Surplus (132) (135) 

Changes in Current Assets and Current Liabilities   
Decrease (Increase) in Stocks (9) 2 
Decrease (Increase) in Debtors 3,663 (9,590) 
Decrease (Increase) in Long Term Debtors 514 - 
(Increase) Decrease in Creditors 765 (3,803) 

Returns on Investment and Servicing of Finance (3,600) (3,325) 
Revenue Activities Net Cash Flow 8,290 (9,791) 

 
43. Liquid Resources 

These are current asset investments that can be disposed of without disrupting the Council’s 
activities and which can be readily converted into cash at (or close to) the Balance Sheet 
value. 
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44. Movements:  Liquid Resources, Financing and Cash 

 
 

31 March  
2006 

Movement 
in Year 

31 March 
2007 

 £000 £000 £000 
Management of Liquid Resources    

Short-Term Investments 53,790 (41,285) 12,505 
Financing    

Short-Term Borrowing (5,000) (4,000) (9,000) 
Long-Term Investments 18,028 37,849 55,877 

Cash (190) 1,100 910 
Net Funds (Debt) 66,628 (6,336) 60,292 
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SUPPLEMENTARY FINANCIAL STATEMENTS 
 
 
 
 
 

 

These are financial statements which are produced by some authorities depending on their 
functions.  For Reigate and Banstead Borough Council the only supplementary statement is 
the Collection Fund.   

Explanatory notes immediately follow the statement. 
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COLLECTION FUND 
 
 
 
 
 

 

Introduction 

This account reflects the statutory requirement to maintain a separate Collection Fund, 
which shows the transactions of the Council as a billing authority in relation to National 
Non-Domestic Rates (NNDR) and Council Tax, and illustrates the way in which these have 
been distributed to precepting authorities and the Council’s own General Fund. 
 
 
 
 
Collection Fund for the Year Ended 31 March 2007 
 
 
     

2005/06 
Notes  £000 £000 £000 
 Income    
1 Council Tax  69,346  65,064 
 Council Tax Benefits 4,957  4,679 
 Business Rates (NNDR) 44,861  42,737 
 Total Income  119,164 112,480 
     
 Expenditure    
2 Precepts and Demands 72,813  68,327 
3 Business Rates:    
 Payments to National Pool 44,666  42,540 
 Cost of Collection 195  197 
4 Bad and Doubtful Debts:    
 Written-off during the year 216  184 
 Increase in Provision for Bad and Doubtful Debts 272  209 
 Total Expenditure  118,162 111,457 
     
 Deficit/(Surplus) for the Year  (1,002) (1,023) 
     
 Add Opening Balance as at 1 April  (1,285) (262) 
     
 Closing Balance as at 31 March  (2,287) (1,285) 
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NOTES TO THE COLLECTION FUND 
 
 
 
 

 

 

1. Council Tax 

Council Tax income derives from charges raised according to the value of residential 
properties, which have been classified into 8 valuation bands. Individual charges are 
calculated by estimating the amount of income required to be taken from the Collection 
Fund in the forthcoming year by the Council and its preceptors (that is, authorities we collect 
Council Tax for). 

The Council’s preceptors are: 

• Surrey County Council 

• Surrey Police Authority  

• Horley Town Council 

• Salfords and Sidlow Parish Council 

The total Council Tax requirement is then divided by the Council Tax Base. 

The Council Tax Base is calculated before the start of the year by estimating the number of 
dwellings in each valuation band (adjusted for discounts where applicable) and converting 
this into an equivalent number of “Band D" dwellings.  

The calculation of the Council Tax Base for 2006/07 (with comparative figures for 2005/06) 
is set out below. 

     2005/06 
Valuation 
Band 

 
Range of Values 

Estimated Number  
of Properties 

 
Multiplier 

Band D 
Equivalent 

Band D 
Equivalent 

A Up to £40,000 708 6/9 472 440 
B £40,000 to £52,000 2,719 7/9 2,115 2,038 
C £52,001 to £68,000 9,061 8/9 8,054 7,802 
D £68,001 to £88,000 13,950 9/9 13,950 13,569 
E £88,001 to £120,000 8,833 11/9 10,796 10,489 
F £120,001 to £160,000 6,344 13/9 9,164 8,980 
G £160,001 to £320,000 6,421 15/9 10,702 10,538 
H More than £320,000 807 18/9 1,614 1,567 

    56,867 55,423 
Less Allowance for Non-collection (455) (443) 
Council Tax Base   56,412 54,980 

 
The average “Band D” Council Tax for 2006/07 was £1,300.98  (£1,237.93 in 2005/06). 
 
2. Precepts and Demands 

The total demand on the Collection Fund by the Council and its preceptors is set out below. 

  2005/06 
 £000 £000 

Surrey County Council 53,895 50,620 
Reigate and Banstead Borough Council 9,816 9,225 
Surrey Police Authority 9,102 8,481 

 72,813 68,326 
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3. Business Rates (National Non-Domestic Rates) 

The Council collects Business Rates for the area, which are based on rateable values 
multiplied by a uniform rate (or “poundage”) set by central government.  Information on 
rateable values and the poundage rates are set out below. 

  2005/06 

Non-Domestic Rateable Value £118.8m £120.4m 
   
Standard Business Rate 43.3p 42.2p 
Small Business Rate  42.6p 41.5p 

 
The total amount of NNDR collected, less certain reliefs and other deductions, is paid to a 
central pool (the NNDR pool), which is redistributed back to local authorities on the basis of 
a standard amount per head of the local adult population.  The payment to the national pool 
is set out below. 

  2005/06 
 £000 £000 

Gross NNDR Due 51,173 50,010 
Less Allowances and Other Adjustments (6,507) (7,470) 
Payment to the NNDR Pool 44,666 42,540 

 
4. Bad and Doubtful Debts 

A provision of £675,700 has been made for Council Tax estimated to be un-collectable as at 
31 March 2007, an increase of £56,500 from 2005/06.  

This provision is based on a realistic assessment of the likely non-collection of Council Tax 
calculated by reference to the status of the debtor, the stage reached in the collection process 
the likely outcome of appeals against banding decisions by local taxpayers. Actual write-offs 
of Council Tax in the year amounted to £216,000 (£184,000 in 2005/06).  

Changes in the provision for Business Rates are included within the income figure for that 
tax. Write-offs of Business Rates in 2006/07 totaled £53,300  (£119,000 in 2005/06). 
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                      Appendix 1 
 
ANALYSIS OF CAPITAL EXPENDITURE 
 
 
 
 

 

 

Introduction 

Capital expenditure is money spent on the acquisition, creation or enhancement of assets, 
which generate benefits for a period of more than a year.   

A summary of the Council’s capital expenditure for 2006/07 is shown in Note 18 to the Core 
Financial Statements. 

The following table shows a more detailed analysis of that expenditure (with comparative 
data for 2005/06).  It is presented in sections corresponding to the key priorities (or themes) 
of the Council’s Corporate Plan for 2006 – 2009.  These are: 

• Caring for the Local Environment 

• Regeneration and New Neighbourhoods 

• Self-Reliant and Thriving Communities 

• Value for Money 
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                      Appendix 1 
 
ANALYSIS OF CAPITAL EXPENDITURE 
 
 
 
 

 

 

Capital Expenditure for the year ended 31 March 2007 
 

   2005/06 
 £000 £000 £000 
Caring for the Local Environment    

Waste Management Improvements 24  76 
Street Scene Enhancements 72  251 
Village Centres and Shopping Parade Improvements 45  0 
Environmental Services 40  81 

  180  
Regeneration and New Neighbourhoods    

Horley Master Plan 8  48 
Redhill Revitalisation 9  51 

  17  
Self-Reliant and Thriving Communities    

Community Safety 16  20 
Leisure and Culture 651  507 
Local Area Improvements 64  64 
Housing Grants 791  592 
“Regional Housing Pot” Grant Expenditure 180  0 
Voluntary Sector Grants 10  13 

  1,712  
Value for Money    

Customer Driven Service Improvements 145  1,135 
Finance Optimisation 806  1,110 
Continuous Improvement Programme 170  23 
Property Acquisitions 65  8,629 
Vehicles and Plant Replacement Programme 133  1,081 
ICT Replacement Programme 79  0 
Buildings Improvement Programme 609  750 

 2,007  
   

Total 3,916 14,431 
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                      Appendix 2 
 
TRUST FUNDS 
 
 
                 
 

 

Introduction 

The Council acts as trustee for the Trust Funds shown in the table below.   

The Funds are held by the Council largely to ensure the continuing provision of specific 
areas of land and other facilities for use by the public. Brief details on each of the Trusts are 
also shown below. 

The Trust Funds are not consolidated within the Council’s main financial statements shown 
in the previous pages. 

 

 
 
 
Trust Funds as at 31 March 2007 
 
 

  31 March 
2006 

Receipts in 
Year 

Payments in 
Year 

31 March 
2007 

Notes  £000 £000 £000 £000 
1 Commons Trust  750 36 40 754 
2 Reigate Baths Trust  773 37 37 773 
3 Environmental Traffic Trust 61 - - 61 
4 Reigate Priory & Park Hill Trust 47 2 2 47 
5 Redhill Memorial Sports Ground Trust 13 1 1 13 
6 Other Trusts 3 - - 3 
 Total 1,647 76 80 1,651 

 
 
 
 
Notes 

1.  Established in 1922 to ensure the continuing provision of public open spaces. 

2.  Established in 1906 to ensure the continued provision of swimming facilities. 

3.  Established in 2000 to facilitate traffic surveys, traffic management and other 
environmental improvements in and around Walton on the Hill. 

4.  Established in 1921 to ensure the continuing provision of public open spaces. 

4.  Established in 1922 to ensure the continuing provision of sports and recreation grounds. 

6.  Miscellaneous sums to support the provision of parks and open spaces. 
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GLOSSARY 
 
 
 
              
 

 

Accruals 

An accounting concept that recognises income when it is earned and expenditure when it is 
incurred, and not when cash is transferred. The inclusion of debtors and creditors are 
examples of accruals. 
 
Business Rates 

Occupiers of non-domestic properties (such as shops, factories and warehouses) do not pay 
Council Tax but instead pay Business Rates – also known as National Non-Domestic Rates.  
Business rates are paid into a national ‘pool’, which the Government then shares out 
between all local authorities on the basis of population. 
 
Capital Expenditure 

Expenditure on the acquisition of fixed assets or expenditure that adds to and not merely 
maintains the value of existing assets. 
 
Capital Receipts 

Proceeds from the sale of fixed assets (land, buildings and plant).   
 
Contingent Liability 

A contingent liability is 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 organisation’s control. It can also be a present obligation arising from 
past events but where a transfer of economic benefits to settle the obligation is not probable 
or where the amount of the obligation cannot be measured with sufficient reliability. 
 
Deferred Charges 

Capital expenditure which does not result in the acquisition, creation or enhancement of a 
tangible fixed asset. 
 
Depreciation 

The loss of value of assets due to wear and tear, age or obsolescence.  A charge is made to 
the Income and Expenditure Account to reflect the consumption or use of a fixed asset in 
service delivery. There is a corresponding reduction in the value of the fixed asset. 
 
Direct Revenue Financing 

Resources provided from the revenue account to finance capital expenditure. 
 
Fixed Assets 

Tangible assets that yield benefits to the authority and its services for a period of more than 
one year. 
 
General Fund 

The main fund of the Council.  The balance on the General Fund compares the Council’s 
spending against the Council Tax that it raised for the year but also takes into account the 

 
Reigate & Banstead Borough Council   59   



 
 
GLOSSARY 
 
 
 
              
 

 

use of reserves built up in the past and contributions to reserves earmarked for future 
expenditure. 
 
Non-Distributed Costs 

These are defined as certain past pension costs, the costs associated with unused shares of IT 
facilities and the costs of shares of other long-term, unused but unrealisable assets.  They 
cannot be charged to service revenue accounts. 
 
Precepts 

Council Tax collected on behalf of non-charging authorities  i.e. Surrey County Council, 
Surrey Police, and Parish Councils. 
 
Provisions 

Amounts set aside for any liabilities that are likely to be incurred but where it is not possible 
to be specific about the amounts involved or the dates on which they will arise. 
 
Revenue Expenditure 

The day-to-day costs of running Council services. 
 
Revenue Support Grant 

The principal way that Central Government funds local government revenue expenditure.  
This grant is non-specific and is based upon the Government’s assessment of how much a 
local authority should need to spend to provide a common level of service. 
 
Support Services 

The provision of technical, organisational and administrative support to front-line services. 
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