
 

  

Gravesham Borough Council 

Report to: Cabinet 

Date: 5 July 2010 

Reporting officer: Service Manager - Finance 

Subject: General Fund, Housing Revenue Account and Capital      
Out-turn Report for 2009-10 

Purpose and summary of report:  

 
To report on the General Fund, Housing Revenue Account and Capital outturn for 2009-10 
against the probable budgets and to inform members of the requests to carry forward 
budgets into 2010-11. 
 
Recommendations:  
 

1. That the Cabinet note the 2009-10 outturn for the General Fund and the Housing 
Revenue Account, together with the Council’s overall capital programme;  

 
2. That the Cabinet endorse the carry forward requests totalling £297,340 (General Fund 

Revenue), £2,040 (Housing Revenue Account), £1,683,350 (General Fund Capital) 
and £1,046,880 (Housing Capital) as detailed in Section 6 of this report, as approved 
by the Service Manager - Finance;  

 
3. That the Cabinet considers any recommendations to be made to officers for 

implementation during 2010-11 as a consequence of the out-turn position reported 
(over and above those approved by the Cabinet on 1 June 2010), such as; 

 
• The council continues to retain a minimum level of working balances equal 

to £1,000,000 for both the General Fund and Housing Revenue Account. 

 
 

1. Introduction 

1.1 This report highlights in respect of both the General Fund services and Housing 
Revenue Account the major differences that have contributed towards the 
reduction in revenue expenditure for 2009-10 when compared to the Probable 
Estimate. It also sets out the outturn for the Council’s capital programme. 

1.2 A report titled “Budget Monitoring Report 2009-10” was presented to Cabinet on 1 
June 2010.  This report outlined the preliminary out-turn position for both the 
General Fund and Housing Revenue Account based upon identified variances at 
that time.  This report expands upon the preliminary out-turn report to include all 
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variances amounting to the variance on the General Fund and Housing Revenue 
Account budgets for the financial year 2009-10. 

1.3 Given that the out-turn position for both the General Fund and Housing Revenue 
Account is now known, the authority’s Statement of Accounts has been prepared 
in accordance with “The Code of Practice on Local Authority Accounting in the 
United Kingdom 2009: A Statement of Recommended Practice (SORP), published 
by the Chartered Institute of Public Finance and Accountancy (CIPFA).  The 
Statement of Accounts 2009-10 is approved annually (at their June meeting) by 
the Finance & Audit Committee.  A copy of the Explanatory Foreword to the 
Statement of Accounts is appended to this report as Appendix C. 

 

2. The Statement of Accounts 

2.1 As stated above, the Statement of Accounts has been prepared in accordance with 
“The Code of Practice on Local Authority Accounting in the United Kingdom 2009: 
A Statement of Recommended Practice (SORP), published by the Chartered 
Institute of Public Finance and Accountancy (CIPFA). 

2.2 An in-house training session for Members took place on 14 June 2010.  The 
training sessions gave an insight of the importance of the Annual Governance 
Statement and the Statement of Accounts, and the main changes occurring to the 
Statement of Accounts between 2008-09 and 2009-10.  

2.3 Each year the external appointed auditor (Audit Commission) is required to give an 
opinion. The audit opinion comments on whether or not the statement of accounts 
provides a true and fair evaluation of the financial position and the results of 
operations of the Council for the applicable year. 

2.4 A documented protocol sets out the approach to the audit and takes into account 
areas of good practice identified in previous year’s work with other district Councils 
in Kent.  

2.5 The protocol also sets out the requirements expected between officers and 
auditors. Included in the requirements is an “Aide Memoire” for the Section 151 
Officer, Director of Transformation and Finance and Members. 

2.6 The Audit Commission’s level of testing is based on the materiality level test, 
where materiality is calculated as 1% of gross revenue expenditure for the 
previous year.  For 2009-10, the testing levels are: Materiality £919,000, 
Significant £184,000 and Triviality £9,000. Triviality is calculated as 1% of 
materiality and therefore if there are any unchanged errors exceeding this value 
the Audit Commission will be required to report the errors to the Finance and Audit 
Committee at the September meeting.  

2.7 Due to the ongoing situation with the economic climate, it has been prudent to 
carry out an impairment review of the Council’s assets as at 31 March 2010. As 
such, impairment losses totalling £4,227,000 have been recognised in the Income 
and Expenditure Account during 2009-10, where these are in excess of the 
accumulated revaluation gains held within the Revaluation Reserve.  However, 
whilst the impairment losses are £57,870,000 lower than in 2008-09, the funding 
deficit on the authority’s Pension Fund has grown significantly between 2008-09 
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and 2009-10 by £29,383,000 (see paragraph 2.9 below), and therefore, there has 
been a decrease in the Gross Expenditure upon services between 2008-09 and 
2009-10.  

2.8 As mentioned above, the authority’s Pension Fund has been re-valued as at 31 
March 2010 but the results of this valuation exercise will not be known until 
December 2010. In the years between the formal valuations, the Pension Fund is 
subject to interim valuations, albeit, these interim valuations do not affect the 
actual pension fund contributions made by the Authority. 

2.9 Gravesham Borough Council’s net liability on the Kent County Council Pensions 
Fund at 31 March 2010 is £67,073,000, (£37,690,000 at 31 March 2009), giving a 
significant increase in liability of £29,383,000. 

2.10 The actuaries have advised that whilst asset returns were favourable in 2009-10, it 
was the methodology that has to be used to determine the value of the liabilities 
that has led to the increased deficit. 

2.11 The increase in pensions liability has arisen principally due to the technical 
increase in the valuation of the liabilities. Accounting standard FRS17 requires the 
liabilities to be valued using assumptions based on gilt and corporate bonds yield. 
The yield in excess of expected inflation (which in turn is based on gilt yields) from 
corporate bonds reduced from 3.7% to 1.5% during the year, in part due to the 
impact of quantitative easing and other technical factors on bond and gilt markets. 
However, the assets of the Kent County Council Pensions Fund are invested for 
the longer term with only a small percentage invested in corporate bonds. The 
return earned by the Fund during the year was in the order of 35%. 

2.12 FRS17 does not directly impact on the actual level of employer contributions paid 
to the Kent County Council Fund. Employers’ levels of contributions are 
determined by triennial actuarial valuations which are based on the Fund’s actual 
investment strategy (rather than being based on corporate bond yields). 

2.13 The Accounts and Audit Regulations 2003 require that the accounts and other 
documents are to be made available for public inspection for the period 5 July 
2010 until 30 July 2010. The Auditor will be available on 5 August 2010 at the 
council for members of the public to question the Auditor about the accounts. 

 

3. Important Changes to the Statutory Statement of Accounts 

3.1 The style of presentation and content of the Statutory Statement of Accounts are 
prescribed by the Accounts and Audit Regulations 2003 (as amended) and 
CIPFA’s Statement of Recommended Practice (SORP), as are the explanatory 
notes accompanying each of the major financial statements.  There are important 
changes within the SORP 2009. The most important changes relate to the 
following; 

3.1.1 Accounting for Council Tax - For 2009-10 the Council Tax income 
included in the Income and Expenditure Account for the year shall be the 
accrued income for the year. The previous treatment was that the Income 
and Expenditure Account reflected the precept amounts and not the actual 
income collected on behalf of the billing authority or each preceptor.  The 
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difference in the amount shown in the Income and Expenditure Account 
and the amount required by regulation (precept) shall be taken to a new 
Collection Fund Adjustment Account and reflected as a reconciling item in 
the Statement of Movement on the General Fund balance. This change 
requires a restatement of the 2008-09 figures and so be illustrated as a 
prior year adjustment. 

3.1.2 National Non-Domestic Rates (NNDR) - Similarly to Council Tax above 
the 2009 SORP clarifies the accounting treatment for NNDR and requires 
that collection authorities do not account for arrears or prepayments of 
NNDR on their balance sheets, as they are only acting as an agent for the 
Government in collecting the revenue.  The main impact of this change 
requires a restatement of the debtors and creditor balances held in respect 
of the NNDR collection and pooling entries (whereby monies are collected 
by the authority and paid into a national pool for redistribution). 

3.1.3 True and Fair View - For the first time in 2009-10, in England the 
responsible financial officer is required to certify that the accounts present 
a true and fair view as opposed to “presents fairly”. The Statement of 
Responsibilities has been amended to reflect this change. 

3.1.4 Senior Officer Remuneration - As a result of changes introduced by the 
Government during 2009-10, the 2009-10 Financial Statement includes 
details of those senior officers whose basic salary is in excess of £50,000; 
providing such information as the job title, basic salary, allowances, 
benefits in kind, employers pension contributions and travel/subsistence 
expenses. 

 

4. Working Balances 

4.1 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 set up voluntarily to earmark resources 
for future spending plans. 

4.2 The preliminary out-turn reported to Cabinet on 1 June 2010 represented a saving 
on the General Fund Probable budget of £635,000 (before additional transfers to 
reserves) and a saving on the HRA Probable Budget of £711,000.  The projected 
level of working balances after taking into account these reported savings, and 
subsequently endorsed additional transfers to reserves, was therefore £2,423,000 
(GF) and £2,350,000 (HRA).  

4.3 The working balance on the General Fund Reserve is £2,606,000 as at 31 March 
2010 representing a saving of £818,000, with the additional £183,000 being 
predominately due to the identification of an additional £192,750 of slippage in 
relation to the conversion of the Lord Street site into a temporary vehicle park.  As 
agreed by the Cabinet on 11 January 2010, £196,000 of General Fund working 
balances were to be utilised for this delivery of this scheme, and the slippage 
therefore means that this money will be taken from General Fund balances in 
2010-11 instead of 2009-10.  Full details of all slippage amounts can be seen in 
Section 6 of this report. 
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4.4 This is in line with the Council’s policy to preserve £1,000,000 of general reserves 
at all times to safeguard against unforeseen future events.  A summary of the 
movement in Working Balances during 2009-10 can be seen below; 

2009-10
£'000

Working Balances as at 1 April 2009 (3,608)

Items carried forward from 2008-09 52
Probable Budget Variances 14
Cabinet Decisions taken during the year 1,324
Transfers to Reserves 1,453
Compensation Payment (1,011)
Other Variances (518)
Slippage Items from 2009-10 to 2010-11 (312)

Working Balances as at 31 March 2010 (2,606)  

4.5 The working balance on the Housing Revenue Account is £2,280,000 as at 31 
March 2010, a variance of £70,000 to that originally reported in the Cabinet Report 
on 1 June 2010.  This variance is predominately due to an increase of £57,000 in 
the amount of negative subsidy payable by the authority to the government, due to 
a reduction in the equated interest rate on borrowing leading to a lower 
reimbursement from the government for debt financing charges. 

4.6 As mentioned paragraph 4.2 above, the Authority has a number of specific 
reserves, which are used to either fund specific corporate priorities, or to mitigate 
against future funding obligations.  Accordingly, below is a summary of these 
specific reserves held as at 31 March 2010 as shown in the Statement of 
Accounts. 

Balance Exp. Inc. Balance
01-Apr-09 31-Mar-10
£'000 £'000 £'000 £'000

Specific Reserves
Insurance Excess - Vehicles 15 0 0 15 
Concessionary Travel Reserve 55 55 0 0 
Decriminalised Parking Reserve 24 15 0 9 
Repairs & Renewals Reserve 57 81 100 76 
Decriminalisation Reserve 65 65 0 0 
Spend to Save Reserve 0 0 500 500 
Olympics 2012 Reserve 0 4 200 196 
Local Development Framework Reserve 0 0 250 250 
Corporate Priorities Reserve 0 0 270 270 
Buildings Improvement Reserve 0 0 234 234 
Leisure Centre Reserve 0 0 30 30 

216 220 1,584 1,580 

 
 

5. General Fund Revenue Outturn 

5.1 The variance between the General Fund revenue outturn for 2009-10 and the 
probable estimate, analysed in accordance with the Portfolios of the Executive 
Members which were in place during 2009-10, is shown in Appendix A.  This 
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analysis is not directly comparable to the Income and Expenditure Account shown 
in the Statement of Accounts, other than at the bottom line, because of year end 
accounting adjustments required by the Accounting Code of Practice which are not 
included during the year for budget monitoring purposes. 

5.2 Members will see from Appendix A that a saving of £329,000 has occurred since 
the probable estimate was agreed, after taking into account the additional transfers 
to specific reserves (over and above those contained within the Probable Budget).  
The most significant variances during this period are identified at Appendix A to 
this report. 

5.3 During the year, several Cabinet Decisions were made to utilise General Fund 
working balances to facilitate specific purchases (such as the acquisition of 
Ebbsfleet United’s Football Ground) or deliver specific schemes (such as the 
continuation of free parking on Saturday’s within the Town Centre).  Furthermore, 
£313,520 of Housing Capital receipts, previously utilised to deliver the Lord 
Street/Parrock Street redevelopment, have been reimbursed from General Fund 
working balances.  Consequently, the balance on the General Fund Revenue 
Reserve as at 31 March 2010 was £2,606,000 compared to the Original Estimate 
of £3,631,000. 

5.4 The deficit (or net use of balances) generated against the Original Budget for the 
year amounts to £1,002,000.  As stated in the Cabinet report for Budget Monitoring 
2009-10 dated 1 June 2010, several carry forward items have been identified 
between 2009-10 and 2010-11. Consequently, revenue carry forwards of £297,340 
have been detailed in Section 6 below.   

5.5 Monthly financial updates to management team and wider management team have 
taken place throughout the year. Managers have continued to increase their 
knowledge of the financial situation throughout the year. The downturn in the 
economy had an impact on the Council’s financial situation, namely: reduced 
income on land charges, planning fees and car parking income. Prudent 
management action has taken place during the year to reduce spending and this 
effort has increased in the last quarter of the financial year.  Consequently, in the 
preliminary out-turn report to the Cabinet on 1 June 2010, the following actions 
were agreed in order to consolidate and utilise experience gained during 2009-10; 

5.5.1 Through the Wider Management Team meetings, the Chief Executive and 
Directors review the arrangements for monitoring of budgets in light of 
experience during the 2009-10 financial year and progress any changes as 
required in the quest for continuous improvement. 

5.5.2 The Service Manager - Finance to examine consistent underspends (over 
the last three years) with a view to reducing budgets as necessary where 
consistent underspends are apparent. This applies to all budgets within the 
General Fund and Housing Revenue Account budgets in excess of £100. 

5.5.3 The Service Manager - Finance to examine the outturn position for income 
generation during 2009-10 as against that previously reported to 
Management Team.  

5.5.4 Include in all future Budget Monitoring Reports an analysis of high level 
risk areas for both under and over spends. 
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5.5.5 Enhance the formal mechanism for reporting under and over spends to 
Cabinet on a quarterly basis. 

5.5.6 Wider use and encouragement of the use of virement rules to allow for 
over/underspends to be mitigated within Services during the year. 

5.5.7 Introduction of Resource Accountability Statements to all managers for 
budget accountability for 2010-11. 

5.5.8 Service Managers to report to Management Team half yearly to explain 
their budget variances. (The budget position as at end September and end 
of March) and on an ad hoc basis where a significant variance is identified. 

 

6. Carry Forward Items (General Fund) 

6.1 Members are requested to endorse the carry forwards of unspent budgets into 
2010-11 which have been approved by the Service Manager - Finance. The 
requests for General Fund Revenue budget carry forward are given in the table 
below: 

Directorate Expenditure/Income 
Heading 

Amount 

£ 

Reason 

Transformation & 
Finance 

Promotion of Direct 
Debits 

1,050 Now that the AUDDIS System has been 
implemented – Direct Debits to be 
promoted 

Planning & 
Regeneration 

Local Development 
Framework 

106,810 Not spent in 09-10 

Planning & 
Regeneration 

Planning Delivery 
Grant Contribution 

(36,000) Not spent in 09-10 

Planning & 
Regeneration 

Habitat Regulations 
Assessment 

(13,980) Not spent in 09-10 

Planning & 
Regeneration 

Costs  recovered 5,000 Shops repairs 

Communities CCTV Equipment 
new 

10,800 Delay of installation of camera at Valley 
Drive 

Communities IT Consumables 440 Still awaiting support arms for dual 
screens that have been ordered 

Communities Feasibility Study 4,970 Awaiting consultation report in May before 
being able to pay outstanding balance. 

Housing & 
Environment 

Public Conveniences 
at Woodlands Park 

12,000 Utilisation of savings accruing in 2009-10 
from parks maintenance to fund coverage 
of the Woodlands Park public 
conveniences during the summer of 2010. 
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Directorate Expenditure/Income 

Heading 
Amount 

£ 

Reason 

 Brought Forward 91,090  
    
Business Repairs & 

Maintenance 
13,500 Utilisation of savings generated in 2009-

10 to fund contribution to KCC 
Procurement Exercise and erection of 
fencing to Travellers site. 

Business Capital Expenditure 
met from General 
Fund Working 
Balances 

192,750 Slippage occurring in relation to Capital 
items (predominately Lord Street 
conversion costs) to be funded from 
General Fund working balances as per 
Cabinet Decisions taken during 2009-10. 

                         Total  297,340  

 

6.2 The requests for Housing Revenue Account budget carry forward are given in the 
table below: 

Directorate Expenditure/Income 
Heading 

Amount 

£ 

Reason 

Sheltered 
Housing 

Cleaning and 
caretaking contract 

5,400 Delays in the works being carried out 
by the contractor resulting in invoicing 
being received in 2010-11.  

Sheltered 
Housing 

New Laundry 
Facilities at 
Chichester Rise 

1,500 Delay in ordering electrical equipment 
as staff needed training on system 
ordering 

                         Total  2,040  

 

 

6.3 The requests for General Fund Capital budget carry forward are given in the table 
below: 

Directorate Expenditure/Income Amount 
 Heading  
  £ 
Business Civic Buildings - enhancements (570) 
 Civic Buildings – removal of hazardous materials 26,110 
 Cobham Park Ph 1 (1,300) 
 Cobham Park Ph 2 (30) 
 Conservation Area Appraisals 29,110 
 Facilities for the Disabled 11,060 
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Directorate Expenditure/Income Amount 
 Heading  
  £ 
 Brought Forward 64,380 
   
 Great Expectations Project 228,650 
 Lord Street / Parrock Street 25,360 
 Lord Street Car Park – new toilet block 99,690 
 Lord Street Site 190,250 
 Town Pier Pontoon 155,690 
   
Special Projects Heritage Quarter 7,600 
 Town Centre Traffic/Transport Development Work 60,000 
 Transport Quarter 29,260 
   
Communities Automated Switchboard 2,380 
 Children’s Play Strategy 4,010 
 Leisure Centres - improvements 515,060 
 Playsites – programme of improvements 43,230 
 Recreational Activities for Young People 29,700 
 Sports Pitches 150,000 
 Youth Initiatives 3,110 
   
Housing & 
Environment 

Allotments – improvement works 3,920 

 Cemeteries - extension 33,040 
 Quality Public Space 38,020 
   
 Total 1,683,350 

 
6.4 The requests for Housing Capital budget carry forward are given in the table 

below: 

Directorate Expenditure/Income 
Heading 

Amount 

£ 

Reason 

Housing & 
Environment 
(Capital 
Programme) 

Strategic Partnering 
(Apollo London Ltd) 

153,650 Slippage of £153,650 has occurred on 
the Improvements and Conversions 
Budgets and Health and Safety 
schemes, but with these schemes 
being a rolling contract, work 
continues to be carried out in these 
areas. Members should note that the 
authority has achieved the minimum 
Decent Homes Standard as at the 
end of March 2010. 
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Directorate Expenditure/Income 

Heading 
Amount 

£ 

Reason 

 Brought Forward 153,650  
    
Housing & 
Environment 
(Capital 
Programme) 

Energy Efficiency 
Investments 

42,870 These schemes are £468,000 
underspent due to several properties 
scheduled for renovation 
subsequently being sold at auction. 
About £42,870 of this represents 
retentions that will be paid at the end 
of 2010-11 and hence this is 
classified a slippage. 

Housing & 
Environment 
(Capital 
Programme) 

Health & Safety 
Works 

240,770 These schemes have slippage of 
£240,770 which is already committed 
to structural repairs at Gravesham 
Court and Homemead (work has 
already started). 

Housing & 
Environment 
(Capital 
Programme) 

Housing Computer 
System 

289,230 An ongoing project that is straddled 
over two financial years. The project 
is expected to go live in November, 
with no extra funding being required. 

Housing & 
Environment 
(Capital 
Programme) 

Private Sector 
Assistance 

320,360 Slippage of £320,360 has occurred 
due to the fact that some of the grants 
were received late and there was no 
time for the works to be finished.  All 
of the budgets are already committed 
and work had been approved but not 
finalised by the end of March. 

                         Total  1,046,880   

 

7. Housing Revenue Account Outturn 

7.1 In 2009-10, the HRA recorded a surplus of £425,000, on the annual running 
expenses compared to an original budgeted deficit of £162,000 and probable 
deficit of £216,000 representing a saving of £641,000 on the Probable Estimate.  

7.2 Appendix B shows the variations between the probable estimate and the actual, in 
relation to the income and expenditure groupings of the HRA and outlines where 
the principal variances arose. 

 

8. Capital Expenditure 

8.1 In 2009-10, the Council spent £4,826,620 on General Fund capital schemes 
(including Renovation Grants and Assistance to Housing Associations) compared 
to the Original Estimate of £7,451,710 (excluding leasing payments) and Probable 
Estimate (which includes slippage from 2008-09) of £9,143,750. Slippage occurred 
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mainly on Private Sector Grants, the Leisure Centre gymnasium works, and the 
Great Expectations project. 

8.2 Similarly, for HRA services, expenditure was £6,335,660 against an Original 
Estimate of £6,675,520 and a Probable Estimate of £7,461,340.  This was due 
largely to slippage on Major Voids and the new Housing Computer System. 

8.3 Further details of Capital Expenditure for the year can be seen in Appendices D 
(General Fund) and E (Housing). 

 

9. The Collection Fund 

9.1 The Council is a Billing Authority and is responsible for collecting and paying over 
Council Tax contributions in respect of Kent County Council, Police Authority, Fire 
& Rescue Authority and Parish Councils. The Council operates a Collection Fund 
where it pays in all income collected from the Council Tax and National Non-
Domestic Rates. 

9.2 Deficits and surpluses in respect of council tax are shared between the major 
precepting authorities and currently this equates to approximately 11% being 
attributable to this council. 

9.3 The actual deficit of £143,000 as at 31 March 2010 (£1,558,000, 2008-09) will be 
taken into account when estimating the surplus/deficit for 2010-11. 

9.4 The reduction in the deficit will need to be taken into account, in conjunction with 
the estimated surplus or deficit on transactions in the current year, when setting 
the council tax for 2011-12.  Consequently, only if a net deficit situation continues 
throughout 2010-11 will this adversely affect the council tax for 2011-12. 

 

10. Statutory Statement of Accounts (Explanatory Foreword) 

10.1 The Explanatory Foreword to the Statement of Accounts is attached as Appendix 
C to this report.  This Explanatory Foreword brings together a summary of the 
financial statements and environmental factors (both financial and other) affecting 
the financial performance of the council during the financial year 2009-10.  The 
Explanatory Foreword (as part of the Statement of Accounts) is also subject to 
external audit by the Audit Commission, which will be carried out during July 2010. 

 
11. Risk Management 

11.1 The earlier that the accounts have to be completed, in order to meet the 
Government’s Whole of Government accounts agenda, means that there is a 
greater risk that errors will be made in their preparation and it increases the 
likelihood of there being differences in the interpretation in accounting practice 
between the council and its auditors. 
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12. Section 17 Crime and Disorder  

12.1 The Statement of Accounts are prepared in accordance with the Code of Practice 
on Local Authority Accounting for 2009-10. Whilst there are no direct implications 
on Section 17, compliance to the Code of Practice makes a positive contribution 
to Community Safety in its broadest sense. 

 
The background papers to this report are held within the Finance Section. 

 


