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BABERGH DISTRICT COUNCIL
STATEMENT OF ACCOUNTS 2004/05

EXPLANATORY FOREWORD

GENERAL COMMENTARY

The Council's accounts for the year 2004/05 are set out on pages 2 to 77.

They consist of:

The Statement of Responsibilities

Statement on the System of Internal Control — explains the systems and procedures that
are in place ensuring the effective exercise of the Council’s functions, that these are
conducted in accordance with the law and proper standards and that public money is
safeguarded and properly accounted for..

The Consolidated Revenue Account - details income and expenditure on all of the
Council's services and how thisis financed from Government grants and local taxpayers.
The Housing Revenue Account - a separate statutory account for local authority housing
provision.

The Collection Fund - shows the transactions in relation to Non Domestic Rates and
Council Tax, and illustrates the way in which these have been distributed to the Council's
General Fund and Precepting Authorities.

The Consolidated Balance Sheet - sets out the financial position of the Council on 31
March 2005.

The Statement of Total Movement in Reserves - showsall losses and gains on disposal or
revaluation of fixed assets and the surpluses and deficits on capital and revenue reserves.
The Cash Flow Statement - summarises the inflows and outflows of cash arising from
revenue and capital expenditure and income.

Statement of Accounting Policies

The Auditor's Opinion.

These accounts are supported by explanatory notes to the accounts and a glossary of terms.

This report provides a general commentary on the Council's finances for the year and gives an
indication of the Council's overall financial position.

CONSOLIDATED REVENUE ACCOUNT

» Thisaccount incorporates all revenue expenditure and income relating to services provided

by the Council, including that relating to Council Housing. It alsoincludestheamountspaid
to Town and Parish Councilsin respect of Parish preceptsto cover expenditure incurred by
them on local services.

By excluding both Council Housing (See Section 3 below) and the Parish/Town Council
Precepts, the remaining net expenditure relatesto the servicesthat are provided and paid for
by Council Tax payersand Government grantsin the Council’ s General Fund. The statement
below shows this net expenditure for the year compared with the Council’ s budget:
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Origina | Revised Actual Variance from
Budget | Budget Revised Budget
(Em) (Em) (Em) (Em)
Net expenditure 8.745 9.133 8.348 (0.785)
Income from Government
grants
and Council Taxpayers (8.195) (8.195) (8.195) -
Reduction (and variation) in 0.550 0.938 0.153 (0.785)
Genera Fund reserves

» Theorigina budget was revised early in 2005 to reflect anticipated changesin income and
expenditure for the year. Actual net expenditure for the year was £0.785m less than this
revised budget.

This arose due to lower net expenditure on service costs during the year, though there is
delayed revenue expenditure of £0.507m, which isnow dueto be spent in 2005/06. Thiswill
result in reserves being £0.278m higher than anticipated.

Variations in Net Expenditure between 2003/04 and 2004/05

Net operating expenditure was £1.390m lower in 2004/05 than in the previous year. Council
Housing net operating expenditure was £0.294m |ess than the previousyear. Thusthe net operating

expenditure for the General Fund is £1.096m lower than in the previous year due to:

£000
Pay award, and inflation 340
Interest costs, income, asset management account changes and pension accounting
adjustments (net) (1,533)
Net service cost increase 53
Increase in parish precepts 44
Total Decrease (1,096)

COUNCIL HOUSING

» A comparison of actual spending for the year with the original and revised budget for the

Housing Revenue Account (HRA) is summarised below:

Original Revised Actua Variance from
Budget Budget Revised Budget
£m £m £m £m
Income 11.638 11.800 11.762 0.038
Expenditure — net of 11.719 11.817 11.685 (0.132)
Appropriations
Decrease (increase) in 0.081 0.017 (0.077) (0.094)
reserves
» Fromthisit can be seen that there has been an addition to, rather than the small reduction to
reserves anticipated when the revised budget was agreed early in 2005.
» However, once budget carry forwards of £0.055m are allowed for, the reserves will be

£0.040m more than expected.
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4.

» The main variations in income and expenditure compared to the revised budget are set out

below:

£m

Anticipated deficit for the year 0.017
Add: Increased costs on void properties 0.029
Less: Expenditure delayed to 2005/06 (0.055)
Lower supervision and management costs (0.069)

Other net variations 0.001
Actual surplus for the year (0.077)

Variations in Net Expenditure between 2003/04 and 2004/05

The deficit in 2003/04 of £0.133m changed by £0.210m from the previous year to a surplus of

£0.077min 2004/05. The main variations are detailed below:

£000
Reduction in direct revenue financing and capital charges (63)
Increase in management, repairs and other costs 388
Increase in rent and other charges (392)
Increase in HRA Subsidy (net of rent rebates) payable (143)
Total increase (210)

CAPITAL INVESTMENT

» Capita investment in 2004/05 was substantial for a council of Babergh’s size. During the
year £4.7m was spent on capital projects, (£6.7min 2003/04) compared to arevised forecast
for theyear of £6.1m. A large part of the balance of £1.4m relates to schemesthat should be

completed in the year 2005/06.

» Thismoney was spent on providing the following schemes or services:

£m
Council Housing improvements, major repairs and o5
renewals ’
New computer systems 0.3
Renovation grants — private housing 04
Other capital schemes 15
Tota 4.7
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» This expenditure was financed from the following sources:

2004/05 2003/04

£m £m
Revenue Financing 0.1 0.1
Major Repairs Reserve 21 25
Capital Receipts 20 2.2
External Contributions/grants 14 0.5
Finance Leases - 11
Capital Accruals (0.9 0.3
Total 4.7 6.7

» Capital receiptstotaling £2.1m were received in 2004/05, of which £0.3m was paid over to
the government (pooled) and £1.8m was used to fund capital expenditure. £0.2 m of the
balance carried forward from 2003/04 was also used to finance expenditure in 2004/05,
leaving abalance of £1.1m at 31 March 2005. Thisbalanceis needed to finance schemesthat
have been delayed and that will be undertaken in 2005/06.

» Contributionsand capital grantsof £1.4m, mainly from the Government and Suffolk County
Council were used to finance capital expenditure. The Major Repairs Reserve relates to
Council Housing and the Government makes an annua contribution to cover this. In
2004/05, £2.1m was received and this was used to finance capital work.

RESERVES, PROVISIONS AND REVENUE BALANCES
» The level of general revenue reserves and balances, including those related to Council

Housing, changed during the year as set out in the table below. Thistable also incorporates
other reserves and balances as indicated:

31 March 2005 31 March 2004
£m £m
General Fund
Genera Reserves/Balances 3.372 3.525
Collection Fund deficit
(Babergh element) (0.121) (0.111)
Deferred Credits 0.246 0.284
3.497 3.698
Housing Revenue Account 1.569 1.492
Total 5.066 5.190
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More details in respect of the Collection Fund, Deferred Credits and Provisions are to be
found in the Statement of Accounts —these sums will be credited or debited to the General
Fund accounts over a period of years as appropriate.

In addition to the above, there are two further significant reservesin the balance sheet, which
are the Fixed Asset Restatement Account and the Capital Financing Account. These are
required under Government rules.

The Fixed Asset Restatement A ccount stands at £201.5m and reflectsthe difference between
the historic or book value of the Council’s assets and its current value. The Capital
Financing Account of £39.4m reflects the net effect of the amounts that the Council is
required to set aside under Government legislation for credit liabilities/debt redemption and
the amount of money spent from revenue sources and capital receipts on actual capital
expenditure over the years. These amounts are not available to fund the Council’ s future
capital or revenue expenditure.

REVENUE COLLECTION

>

The Council isresponsiblefor collecting Council Tax (not only for itsown services, but also
for Suffolk County Council, Suffolk Police Authority and Town and Parish Councilsin the
district) and Business Rates. It aso collects Council House rents.

Thetotal amounts collected during the year asa proportion of the amount collectablefor the
year, and the comparison with the previous year are shown below:

Total Receipts | Proportion of amount
£m due for year collected
2004/05 2004/05 | 2003/04
Council Tax 34.558 98.7% 98.6%
Business Rates 14.308 98.9% 98.6%
Council House Rents (net of
housing benefits) 4,532 98.9% 98.5%
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7.

» Arrears at the year-end compared to the previous year are shown below:

31 March 2005 | 31 March 2004
£m £m
Council Tax 0.896 0.890
Business Rates 0.303 0.363
Council House Rents 0.290 0.314
Totd 1.489 1.567

» Provisionsfor bad and doubtful debts have been made in respect of the above arrears at the
end of the year as follows:

31 March 31 March 2004
2005 £m
£m
Council Tax 0.256 0.238
Business Rates 0.151 0.194
Council House Rents 0.109 0.110
Total 0.516 0.542

OTHER MATTERS

Pension Fund

Thereisasubstantial deficit onthe Council’ s Pension Fund, administered by Suffolk County
Council. Themost recent triennial val uation and actuarial review was on the 31 March 2004,
which estimated thelong-term deficit at £10.5m. Contribution ratesincreased from 30.1% of
employees’ pensionable pay in 2003/04 to 31.4% in 2004/05.

For accounting purposes, it should be noted that the estimated deficit (under FRS17) stood at
nearly £14.9m as at 31 March 2005 and the reasonsfor this, as assessed by the actuary, are
given on page 48. Thisisasignificant deterioration on thefigure of almost £8.7m reported as
at 31 March 2004. The main reason for this deficit increase is a change to the discount rate
applied to scheme liabilities required under accounting regulations. For accounting periods
prior to 2004/05, a real discount rate of 3.5% per annum was applied. The Consolidated
Revenue Account figuresfor the year to 31% March 2005 are cal cul ated based on a discount
rate derived from corporate bond yieldswhich was 2.4% real . Other reasonsfor the estimated
deficit, as assessed by the actuary, are given on pages 48 and 49.
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Future Challenges

» Looking to the future, there are many known and potential challenges facing the Council,
which include:

- Customer Access and Service Transformation — the Council is undertaking a wide-
ranging review of customer access and the provision of services.

- The Euro - The Council’s main I.T. systems are Euro compliant and the Council will
prepare and implement plans to be ready for any future entry by the UK into the
European Monetary Union (EMU) as and when required. Other resource commitments
have beenidentified, although thefull coststo beincurred will be more accurately known
once firm plans are in place.

- Achieving efficienciesto meet the Government’ s 242 annual efficiency targets between
2005/06 and 2007/08.

- Ensuring the Council continues to improve to achieve the best possible CPA ratingsin
the future. The Council was judged to be a ‘good’ authority under the Government’s
assessment in 2004.

FURTHER INFORMATION

» A Statement of Responsibilitiesfor the Statement of Accountsisincluded on page 9, which
confirms, amongst other matters, that the Statement of Accounts for the year has been
prepared in accordance with the CIPFA/LASAAC Code of Practice on Local Authority
Accounting inthe United Kingdom. The accountsfor the year have been closed promptly and
within laid down Government deadlines. They are published subject to audit, and the
Auditor’ s opinion on the accounts should be received by 31 October 2005

» Also, a Statement on Internal Control operated by the Council is shown on pages 10 to 13.
The Statement covers areview of the Council’ s whole system of internal control including
corporate governance and risk management.

» In addition, interested members of the public have a statutory right to inspect the accounts
before the audit of the accounts for the year is completed. An advert will be placed in the
local press indicating when the accounts are available for inspection.

Further information about the Council’ s finances and the Statement of Accountsis available from:

Geoff Kistner, Corporate Director Barry Hunter, Head of Finance and Performance Review
Telephone: 01473 825810 Telephone: 01473 825819
Email: geoff.Kistner@babergh.gov.uk Email: barry.hunter@babergh.gov.uk

The address to contact the above is Babergh District Council, Corks Lane, Hadleigh, I pswich |P7 6SJ.
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The Council's Responsibilities
The Council is required:

» tomakearrangementsfor the proper administration of itsfinancial affairsand to securethat
one of its officers has the responsibility for the administration of those affairs. In this
authority, that officer isthe Corporate Director, Geoff Kistner;

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

* to approve the accounts.

The unaudited Statement of A ccountswas presented to and approved by the Council on 26 July
2005.

Sue Wigglesworth, Chairman of the Council

Dated: ..o

The Corporate Director’s Responsibilities

The Corporate Director isresponsible for the preparation of the authority's statement of accounts
in accordance with proper practices as set out in the CIPFA/LASAAC Code of Practiceon Local
Authority Accounting in the United Kingdom (the * Code of Practice’).

In preparing the Statement of Accounts for the year ended 31 March 2005, the Corporate
Director has:

» selected suitable accounting policies and then applied them consistently;
*  made judgements and estimates that were reasonable and prudent;
» complied with the Code of Practice.

The Corporate Director has also:

»  kept proper accounting records which were up to date;
» taken reasonable steps for the prevention and detection of fraud and other irregularities.

| certify that the Statement of Accounts presentsfairly the financial position of the authority at
the accounting date and its income and expenditure for the year ended 31 March 2005.

Geoff Kistner
Corporate Director

DTz <0 N
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STATEMENT ON INTERNAL CONTROL

1. Introduction

The Accounts and Audit Regulations 2003 require the Council to conduct areview at least oncea
year of the effectiveness of its system of internal control and publish a statement on interna
control each year with the Council’ s financial statements.

2. Scope of Responsibility

The Council isresponsible for ensuring that its businessis conducted in accordance with the law
and proper standards, and that public money is safeguarded and properly accounted for. The
Council also has a duty under the Local Government Act 1999 to make arrangements for
continuous improvements in the way in which its functions are exercised, having regard to a
combination of economy, efficiency and effectiveness.

In discharging thisoverall responsibility, the Council isalso responsiblefor ensuring that thereisa
sound system of internal control which facilitates the effective exercise of the Council’ sfunctions
and which includes arrangements for the management of risk.

3. The Purpose of the System of Internal Control

The system of internal control is designed to manage risk to a reasonable level rather than to
eliminate all risk of failureto achieve policies, aims and objectives; it can therefore only provide
reasonable and not absol ute assurance of effectiveness. The system of internal control isbased on
an on-going process designed to identify and prioritisetherisksto the Council’ spolicies, amsand
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 hasbeen in place at the Council for the year ended 31% March 2005
and up to the date of approval of the annual accounts.

4. The Internal Control Environment

The key elements of the Council’sinternal control environment are as follows:

e A constitution, which sets out how the Council operates, how decisions are made, and the
procedures, which are followed to ensure that these are efficient, transparent and accountable
to local people.

e A ‘Loca Code of Corporate Governance' has been adopted in accordance with the
CIPFA/SOLACE Framework for Corporate Governance.

10
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The Internal Control Environment (continued)
An overall policy framework and budget agreed by full Council. Within that framework
decision making is delegated to the Strategy Committee or to officers under delegated
authority. Therearetwo Overview and Scrutiny Committees, which support the work of the
Strategy Committee and the Council as awhole.
Reviews by external auditors and inspectors, external agencies, Internal Audit, and the
Corporate Support section, to seek improvements in ensuring the economic, effective and
efficient use of resources and in the way in which functions are exercised.
Services are delivered by trained and experienced staff. All posts have adetailed job profile
and targets that are linked to the Corporate Plan. Training needs are identified through the
appraisal system and addressed through a corporate training plan.
The Head of Legal and Administrative Services is the designated Monitoring Officer, who
ensures lawfulness and fairness of decision making. After consulting with the Head of Paid
Service and Chief Finance Officer, the Monitoring Officer will report to thefull Council if she
considers that any proposal, decision or omission would give rise to unlawfulness or if any
decision or omission hasgiven riseto maladministration. Such areport will havethe effect of
stopping the proposal or decision being implemented until the report has been considered.
The financial management of the Council is conducted in accordance with the financia
regulations and procedures set out in Part 4 of the Constitution. The Council has designated
one of the Corporate Directorsas Chief Finance Officer in accordance with section 151 of the
Local Government Act 1972.
The Council maintains an Internal Audit Section, which operates in accordance with the
standards set out in the * Code of Practicefor Internal Audit in Local Government inthe UK.
The Council has a performance management framework. The system is driven by the
Corporate Plan, which is approved by the Full Council. The Plan focuses attention on
corporate priorities. It is cascaded through departmental service plans and individual staff
targets, achievement against those targets is monitored by officers. The Overview and
Scrutiny Committees monitor and scrutinise progress against targets and consider and
recommend corrective action where necessary on a quarterly basis.

The Risk Management Strategy explains the Council’s attitude to risk and documents the
responsibilities for managing risk throughout the Council.

Corporate and divisional business continuity plansarein place, but haven’t been subjected to
a testing programme. This will be set out in 2005/06, and all plans will be reviewed in
2006/07.

A wide variety of systems, policies and procedures are in place.

11
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5. Review of Effectiveness

The Council hasresponsibility for conducting, at |east annually, areview of the system of internal
control. The review of the effectiveness of internal control isinformed by the work of internal
auditorsand senior managerswithin the authority who have responsibility for the development and
maintenance of theinternal control environment, and also by comments made by external auditors
and other review agencies and inspectorates.

Internal Audit isresponsiblefor monitoring the quality and effectiveness of the systemsof internal
control. A report of each audit undertaken is submitted to the relevant head of service, service
manager and external auditors. A management summary and action plan issubmitted to the Chief
Finance Officer and/or relevant Corporate Director or the Chief Executive. Reports include
recommendationsfor improvements, theimplementation of which arefollowed up on abi-monthly
basis. Anannual report onthework of Internal Audit isconsidered by the Overview and Scrutiny
(Stewardship) Committee.

From the work undertaken in 2004/05, Internal Audit has provided satisfactory assurancethat the
internal controls are fundamentally sound and accord with proper practice.

The work of the Internal Audit section is subject to regular inspection by the Council’ s external
auditors who place reliance on the work carried out by the section.

The Comprehensive Performance Assessment undertaken during 2004/05 rated the Council’s
overall performance as ‘' Good’, with ascore of 17 out of 20 in respect of the Appointed Auditor
Assessment. That assessment covered the following areas of Council activity:

Financial standing

System of internal financial control

Standards of financial conduct and the prevention and detection of fraud
Financial statements

Legality of significant financial transactions

The Benefit Fraud Inspectorate (BFI) assessment, found that the Benefits servicewas providing a
Fair towards Good performance and that the proven capacity to improve was good.

The Council carried out a review of the Constitution during 2004/05. The Monitoring Officer
monitors and reviews the operation of the Constitution to ensure itsaims and principlesare given
full effect. A key rolefor the Overview and Scrutiny (Stewardship) Committee isto be aware of
the strengths and weaknesses of the Constitution and made recommendationsfor waysinwhich it
could be amended.

The Council has two Overview and Scrutiny Committees. They monitor the decisions of the
Strategy Committee and can ‘ call-in’ adecision, which has been made but not yet implemented, to
enable them to consider whether the decision is appropriate. Therewereno ‘call-ins' during the
year.

12



BABERGH DISTRICT COUNCIL
STATEMENT OF ACCOUNTS 2004/05

STATEMENT ON INTERNAL CONTROL

6. Significant Internal Control Issues

The review of the effectiveness of the system of internal control has identified some internal
control issues, which are shown below along with the action plansthat arein placeto addressthem

and ensure continuous improvement of the system:

Issue

Action

Strengthen the Council’s Corporate
Governance arrangements by providing
training on Corporate Governance to al
key officers and Members and making
the staff, public and other stakeholders
aware of Corporate Governance.

Provide training through Member and
officer workshops and use existing
communication channelsfor staff, public
and others.

Continue to improve the performance
management system.

Implement the actions detailed in the
CPA Improvement Plan. Participate in
the implementation of a Performance
M anagement processfor the countywide
Local AreaAgreement, which will bring
many funding streams together.

Continue to fully embed the risk
management process.

A more formal system of review and
monitoring will be introduced, together
with a mechanism for involving
Members in the identification of high-
level risks and the action to be taken.
The need for service headsto be actively
involved in the process and for risk
management to be considered in the
annual business planning processwill be
reinforced within a revised risk
management strategy.

Business continuity plansto be subject to
regular review and testing.

Set up a testing programme for the
business continuity plans. Review these
plansin 2006/07.

7. Conclusion

A sound system of internal control has been in place at Babergh District Council throughout the

year ended 31% March 2005 and work to strengthen this is ongoing.

Patricia Rockall
Chief Executive

Date:

Nick Ridley
Chair of Strategy Committee
Date:

13
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CONSOLIDATED REVENUE ACCOUNT

Thisaccount showsthe gross expenditure, income and net expenditurein 2004/05 on all servicesof the
Council and any amountstransferred to and from reserves. Thisnet expenditureisfinanced by general
reserves, government grants and local taxpayers. The notes to this statement provide further
explanation of these figures and changes between 2003/04 and 2004/05.

2004/05 2003/04
Note Gross Net Net
Ref Expenditure Income Expenditure | Expenditure
£000 £000 £000 £000

Environmental Services 4,200 (1,251) 2,949 3,046
Cultural Services 1,764 (134) 1,630 1,283
Planning Services 4,20 2,660 (1,185) 1,475 1,432
Transport Services 428 (35) 393 352
Housing Services

General Fund Housing 12,150 (11,078) 1,072 1,482

Housing Revenue Account 3 20,139 (11,692) 8,447 8,268
Central Servicesto the Public 19 5,224 (4,344) 880 1,005
Corporate and Democratic Core 5 2,418 (317) 2,101 2,117
Non-Distributed Costs 5 20 - 20 507
Net Cost of Services 49,003 (30,036) 18,967 19,492
Precepts of Town/ Parish Councils 15 1,486 1,442
Asset Management Account 12 (8,948) (8,285)
Contribution to Housing Pooled Capital
Receipts 349 -
Losses on the early settlement of borrowing 23 285 285
Pensions interest cost and expected return on 9 67 572
pensions assets
Interest and Investment Income 11 (396) (318)
Net Operating Expenditure 11,798 13,188
Council Housing transferred to/(from) HRA 3
balances 77 (133)
HRA capital expenditure financed from 13 110 108
revenue
Adjustment for provisions for loan repayment 14 (1,314) (2,395)
Transfer to/from major repairs reserve (2,335) (1,028)
Movement on pensions reserve 9 835 465
Transfer from usable capital receipts (349) -
Amounts to be financed from Government 9,834 10,205
Grants and Local Taxpayers
General Government Grant (2,211) (1,856)
Non Domestic Rate Redistribution (2,306) (2,915)
Council Taxpayers (Demand on the Collection 15
Fund) (5,176) (4,963)
Transfers (from)/to the Collection Fund in 16
respect of surpluses/deficits 12 -
Net General Fund (surplus)/deficit 153 471
General Reserve
Balance at 1 April 2004 3,525 3,996
Balance at 31 March 2005 3,372 3,525

14
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NOTES TO THE CONSOLIDATED REVENUE ACCOUNT

Classification of Expenditure

The analysis of service costs by expenditure heading has been stated in accordance with the
CIPFA’s Best Value Accounting Code of Practice.

Capital Accounting System

Net expenditure on each serviceincludes capital chargesfor the fixed assets used in the provision of
that service. This charge covers the annual provision for depreciation where appropriate, plus a
capital financing charge determined by applying aspecified notional rate of interest (3.5% for assets
carried at current value and 4.8% for assets carried at historical cost), based on the net amount at
which the asset is included in the balance sheet. In order that there should be no effect on the
Council Tax Payer these notional chargesare credited to the A sset Management A ccount and offset
by the true capital financing costs (see note 12, page 19). Capital charges are also included in the
Housing Revenue Account and are based on rules laid down by the Government (see note 8 page
27).

Inclusion of Council Housing Expenditure

The net cost of servicesrelating to Council Housing and entries relating to corporate expenditure
and income, appropriations, and the surplus or deficit for the year are required by the SORP to be
included in the Consolidated Revenue Account. A full analysis of these figuresisincluded in the
Housing Revenue Account given on page 25. The net expenditure or surplusistransferred to/from
the Housing Revenue Account so there is no effect on the totals to be financed from government
grant and local taxpayers. Charges between the General Fund and the Housing Revenue Account
are consolidated within this statement. (See also note 9 to the Housing Revenue Account).

Economic Development and Industrial Estates
Included within the net expenditure for Economic Devel opment and Industrial Estatesisthe net cost

resulting from the operation of Council owned industrial estates and starter units. The detailed
figures are asfollows:

2004/05 2003/04

£000 £000
Income
Rents 66 79
Expenditure
Running Costs (39) (49)
Capital Charges (38) (36)
Net Surplus / (Loss) (11) (6)

15



BABERGH DISTRICT COUNCIL
STATEMENT OF ACCOUNTS 2004/05

NOTES TO THE CONSOLIDATED REVENUE ACCOUNT

Corporate and Democratic Core and Non-Distributed Costs

The Council incurs corporate and democratic costs specifically dueto it being an el ected multi-
purpose authority. These costs are not related to the direct cost of the provision of services, and
therefore are shown in total in the Consolidated Revenue Account. Non-distributed costsrelate
mainly to contributions to meet the pension fund deficit. In 2004/05 £0.522m (£0.486m in
2003/04) relating to these costs were apportioned to the Housing Revenue Account from the
Genera Fund.

Section 137, Local Government Act 1972

Section 137 of the Local Government Act 1972, asamended, gives powersto authoritiesto make
contributions to certain charitable funds, not-for-profit bodies providing a public service in the
UK and mayora appeals. Babergh has made a small number of grants (which equated to
£0.021m in both 2004/05 and in 2003/04) that fall within the remit of the amended power.

Publicity Memorandum Account

Section 5 of the Local Government Act 1986 requires Local Authoritiesto identify expenditure on
publicity.

2004/05 2003/04
£000 £000
Recruitment advertising 62 70
Other advertising 26 52
Tourism 248 212
Other publicity 152 143
Total 488 477

Agency Services

The Council has a service agreement with Suffolk County Council to carry out grass cutting on
District Highways. Thetotal reimbursed during 2004/05 was £0.023m (£0.021min 2003/04). These

amounts are included in the Consolidated Revenue Account.

16
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NOTES TO THE CONSOLIDATED REVENUE ACCOUNT

Pension Costs

As part of the terms and conditions of employment of its employees, the Council offersapension
scheme. Although the pension benefits will not actually be payable until employees retire, the
authority has a commitment to disclose the payments that will be needed at the time that future
entitlements are earnt.

The Council pays contributions to the Suffolk County Council Pension Fund, which providesits
members with defined benefits relating to pay and service. The contributions are based on rates
determined by the Fund’s professionally qualified actuaries based on triennial valuations of the
Fund, the most recent of which was 31 March 2004.

In 2004/05 the authority paid an employer’ s contribution of £1.930m (2003/04 £1.804m) based on
31.4% (2003/04 30.1%) of pensionable employees reckonable pay, as well as £0.026m (2004/05
£0.019m) in respect of past employees. A lump sum contribution was made from capital receiptsin
2003/04 (£0.493m), but none was made in 2004/05.

We recognise the cost of retirement benefits in 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 cash payable in the year, so the real cost of
retirement benefitsisreversed out of the Consolidated Revenue Account (CRA) after Net Operating
Expenditure. The following transactions have been made in the CRA during the year:

2004/05 2003/04
£000 £000
Net Cost of Services:
- current service costs 148 (103)
- past service costs (1,039) (934)
(886) (1,037)
Net Operating Expenditure:
- interest 1,889 1,977
- expected return on assets in the scheme (1,822) (1,405)
67 572
Movement on Pensions Reserve:
- reverseout FRS 17 composite entries (1,122) (1,851)
- employers contributions payable to the scheme 1,941 2,316
819 465
Total cost of FRS 17 adjustments to Council Tax Payers 0 0

Note 26 to the Consolidated Balance Sheet contains detail s of the assumptions made by the actuary
in estimating the figures included in this note. Note 5 to the Statement of Total Movements in
Reserves details the costs that have arisen through the year where estimates made in preparing
figures for previous years have had to be revised (e.g. the expected return on investments).
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10.

11.

Further information can be found in Suffolk County Council's Pension Annual Report, which is
available upon request from: Director of Resource Management, Endeavour House, Russell Road,
Ipswich, IP1 2BX.

Leases

The Council's policy has been to acquire certain equipment and vehicles through operating | eases.
There were no new lease agreements during 2004/05. The amount paid under operating lease
arrangementsin 2004/05 was £0.077m (£0.117min 2003/04). The amounts charged to revenue may
vary from the actual payments depending when in the year the lease commences. The impact of
these differences is set out below, with the figures analysed between general fund and housing
revenue account:

2004/05 2003/04
Operating leases £000 £000
General HRA General HRA
Fund Fund
Paid in year 55 22 95 22
Charged to revenue 93 22 161 21

The total amount outstanding on operating leases stands at £0.206m (2003/04 £0.281m). The
council iscommitted to making payments of £0.075m under these leasesin 2005/06, comprising the

following elements:

Total Generd HRA
Fund
£000 £000 £000
L eases expiring between 2006/07 and 2009/10 57 35 22
L eases expiring after 2009/10 18 18 -

See note 28 to the Consolidated Bal ance sheet on page 50 for outstanding obligations and financing

charge for finance leases.

Interest and Investment Income

This relates to the interest earned on the Council's cash balances, which are invested in
accordance with the Council's Treasury Management policy.

Investment income has increased from £0.318m to £0.396m mostly due to the average level of

surplusfunds availableto invest increasing from £6.8m to £8.6m. There was also anincreasein
the average interest rate from 3.83% in 2003/04 to 4.63% in 2004/05.
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12.

13.

14.

Asset Management Revenue Account

This account eliminates the notional amounts charged to service accounts for the use of assets
and replaces this with the actual capital financing costs, and incorporates charges for both the
Housing Revenue Account and General Fund. The amount credited to revenue in 2004/05 in
relation to General Fund services was as follows compared with 2003/04.

2004/05 | 2003/04
£000 £000

Capital chargesto services for the use of fixed
assets (1,201)  (1,015)
Finance leases - interest 5 -
Discount arising from debt rescheduling (38) (38)
Release of Government Grants/Contributions (322 (113)
Depreciation — General Fund 538 374
General Fund credit to Revenue Account (1,018) (792)
HRA credit to Revenue Account (7,930) | (7,493)
Total credit to Consolidated Revenue Account (8,948) | (8,285)

The balance on thisaccount cannot be regarded asindicative of good or bad performancein relation
to property management.

Revenue Financing of Capital Schemes

Contributions to the cost of capital schemes undertaken during the year are made from the
Revenue Account. In2004/05 atotal of £0.110m wasfinanced in thisway (2003/04 £0.108m) in
respect of Council Housing Schemes.

Loan Repayment Provision

Under legidation, the Council must set aside a minimum revenue provision towards the
repayment of external loans. For 2004/05 the statutory amount set aside was nil, asin 2003/04,
due to the Council being debt-free.

An adjustment for the difference between the minimum revenue provision and the amounts
charged to the Asset Management account for depreciation and the writing down of deferred
charges has to be made to ensure there is no impact on Council Taxpayers. The calculation of
the amounts involved and the credit to the Revenue Account is shown below:
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2004/05 2003/04
£000 £000

General Fund
Minimum Revenue Provision:
MRP Commutation Adjustment - 67
Minimum Revenue Provision Required - 67
Adjustment for charges to Asset Management Account:
Depreciation — Genera Fund (538) (374)
Deferred Charges (995) (1,678)
Appropriation re: impairment - (21)
Appropriation re: Govt. Grants/Contributions 322 114
Credit to Revenue Account (1,211) (1,892
HRA
Minimum Revenue Provision:
2% of Total Credit Ceiling - 59
Appropriation re: impairment (209) (567)
Appropriation re: Govt. Grants/Contributions 6 5
HRA Sub-total (103) (503)
Total (1,314) (2,395)

15. Demand on the Collection Fund (Council Tax)

The total demand from Council Taxpayers includes the amount required by the Town/Parish
Councils. An analysisis shown below:

2004/05 2003/04
£000 £000
Babergh District Council 3,690 3,521
Town/Parish Councils 1,486 1,442
Tota Demand 5,176 4,963

16. Collection Fund Transfer

Under Collection Fund legislation any surplus/deficit on the Collection Fund balancerelating to
Council Tax is shared between Suffolk County Council, Suffolk Policy Authority and Babergh
District Council in proportion to the precept/demand on the Fund for the year.

The amount of thetransfer in the year is based on an estimate made on the 15 January preceding
the start of theyear. Any difference between thisand the actual amount of surplus/deficit will be
transferred in subsequent years.

17. Council Staffing - Remuneration
The Council employs a considerable variety of staff with different skills and expertise. An

analysisof the numbers of full and part-time staff employed asat 31 March 2005 in remuneration
bands above £50,000 per year is set out in the table below.
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18.

Remuneration includes salary and other benefits as defined in the Accounts and Audit
Regulations, whichincludes basic pay, overtime and bonus paymentsaswell as health cover and
car benefits where appropriate, but excludes employer's contributions to pension costs.

Remuneration Full Time Part Time Full Time Part Time
£
2004/05 2003/04

100,000 — 109,000 1 - - -
90,000 — 99,999 - - 1 -
80,000 - 89,999 - - - -
70,000 - 79,999 2 - 2 -
60,000 - 69,999 - - - -
50,000 - 59,999 11 - 8 -
Totd 14 - 11 -

Related Party Transactions

The Council is required to disclose material transactions with related parties — bodies or
individuals that have the potential to control or influence the Council or to be controlled or
influenced by the Council. Disclosure of these transactions allows readersto assessthe extent to
which the Council might have been constrained inits ability to operate independently or might
have secured the ability to limit another party’s ability to bargain freely with the Council.

Central government has effective control over the general operations of the Council — it is
responsiblefor providing the statutory framework within which the Council operates, provides
the majority of its funding in the form of grants and prescribes the terms of many of the
transactions that the Council has with other parties (e.g. housing benefits).

Members of the Council have direct control over the Council'sfinancial and operating policies.
There were no transactions that were controlled or influenced by Members during the year.

There were no transactions with Officers that were under their control or influence.
During the year transactions with related parties were as follows:
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Receipts | Payments | Receipts | Payments
£000 £000 £000 £000
2004/05 2003/04
Central Government
e Revenue Grants
- Specific and Specia Grants 15,483 8,355 -
- Redistributed NNDR 2,306 2,915 -
- Revenue Support Grant 2,211 1,856 -
e Capita Grants
- Government 1,056 506 -
Precepts
o Suffolk County Council 29,589 - 27,958
e Suffolk Police Authority 3,831 - 3,434
e Parish Council Precepts 1,486 - 1,442
Chief Executive, Corporate Directors and
Heads of Service
- Car loans made available under the 6 3 6 -
Council’s scheme
Suffolk County Council Pension Fund
- Payment of employer’s pension
contributions in respect of - 1,957 - 1,804
employees
- Additional lump sum contribution - 0 - 493
from capital receipts
Hadleigh Swimming Pool
- Sole Trustee, revenue and capital - 44 - 37
transactions
Grants to Parish Councils, Community - 237 - 77
Councils and Village Halls
Other Grants to Voluntary Organisations - 138 - 327
Outstanding balances at the year-end were as follows:
2004/05 2003/04
£000 £000
Central Government
e Revenue Grants
- Specific and Special Grants (23 199
Chief Executive, Corporate Directors and Heads of
Service
- Car loans made available under the Council’s 2 5
scheme
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Trading Accounts

The Council hastrading operations covering Council Tax Collection. Details of expenditure and
income in relation to this activity is shown below:

20.

Trading Activity Income Expenditure Surplug/ Surplus/
(Deficit) (Deficit) 2003/04
£000 £000 £000 £000
Council Tax Collection 343 318 25 15

Building Control Account

TheBuilding (Local Authorities Charges) Regulations 1998 require the disclosure of information
regarding the setting of chargesfor the administration of the building control function. Babergh
sets charges for work carried out with the aim of covering al costsincurred. However, certain
activities carried out by the Building Control section cannot be charged f