












































































(c) Analysis of Fixed Assets 
The major fixed assets held by the Council as at 31st March 2006 includes: 

31.03.06 
Children and Young People’s Services 
Primary Schools 76 
Secondary Schools 14 
Special Schools 5 
Pupil Referral Units 2 
Other Educational Establishments 5 
Children and Family Centres 3 
Youth Centres 8 

Adult and Community Services 
Homes for older people 5 
Day Centres 5 
Homeless Shelter 1 
Other Social Services Establishments 5 
Libraries 6 
Heritage, Museums & Galleries 5 
Leisure Centres 6 
Swimming Pools 4 
Other Leisure/Community Facilities 4 

Environment 
Principal County roads 350 km 
Distributor/Access roads 2,911.5 km 
Cemeteries 4 
Crematorium 1 
Public Conveniences 30 
Travellers Sites 5 
Bus Stations 2 
Car Parks 42 
Open Markets 2 
Household Waste Sites 3 

Other 
Smallholdings (non-operational assets) 74 
General Buildings and Offices 26 
Operational Depots 10 
Registrars 2 
Other Non operational Assets 235 
Other Community Assets 157 
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Statement of total 
movement in reserves 

Fixed Asset 
Restatement 

Account 
£000 

Capital 
Financing 

Account 
£000 

Usable 
Capital 

Receipts 
£000 

Pensions 
Reserve 

£000 

General 
Fund 

£000 

Specific 
Reserves 

£000 

TOTAL 

£000 

Balance at 31.3.05 (96,087) (65,496) (18,291) 102,186 (14,491) (11,244) (103,423) 

Net (surplus ) / 
deficit for year 

6,669 (1,572) (34) (2,698) 2,365 

Effects of disposals 
and revaluations of 
Fixed Assets: 

Unrealised gains/ 
losses on revaluation 
of fixed assets 

(24,512) (24,512) 

Impairment Review (4) (4) 

Proceeds of 
Disposals 

2,345 (3,876) (1,531) 

Net (surplus) / 
deficit 

(22,171) (3,876) (26,047) 

Financing of Fixed 
Assets 

(2,629) 1,827 (802) 

Credit cover (270) 270 0 

Balance at 31.3.06 (118,258) (61,726) (20,070) 100,614 (14,525) (13,942) (127,907) 

The Pensions Reserve 

Statement of Actuarial (gains) and losses 
The actuarial loss identified within the movements on the pensions reserve can be analysed into the following 
categories, measured as absolute amounts and as a percentage of assets or liabilities at 31 March: 

2002/03 2003/04 2004/05 2005/06 

£000 % £000 % £000 % £000 % 

Difference between expected 
and actual return on assets 44,551 38 (21,352) 14.9 (5,587) 3.6 (28,731) 15 

Gains and losses on scheme 
liabilities 0 - 0 - 6,507 2.5 5,468 1.9 

Change in demographic and 
financial assumptions 0 - 0 - 41,157 16.1 22,050 7.5 
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Cash flow statement
 
Revenue Activities 
Cash outflows 
Cash paid to and on behalf of employees 
Other operating cash payments 
Housing Benefit paid out 
National non-domestic rate payments to 
national pool 
Precepts paid 

Cash inflows 
Council Tax income 
National non-domestic rate receipts from 
national pool 
Non domestic rate receipts 
Revenue Support Grant 
DWP grants for benefits 
Other government grants 
Other operating cash receipts 

Revenue Activities Cash Flow 

Servicing of Finance 
Cash outflows 
Interest paid 
Cash inflows 
Interest/discount received 

Capital Activities 
Cash outflows 
Purchase of fixed assets 
Other capital cash payments 

Cash inflows 
Sale of fixed assets 
Capital grants received 
Other capital cash receipts 

Net cash inflow/outflow before financing 

Management of Liquid Resources 
Net decrease in short term investments 

Financing 
Cash outflows 
Repayments of amounts borrowed 
Cash inflows 
New loans raised 

Net decrease (increase) in cash 

2004/05 
£000 

113,746 
154,362 

25,464 

33,267 
11,067 

337,906 

(70,652) 

(49,297) 
(33,515) 
(62,011) 
(25,169) 
(54,104) 
(57,385) 

(352,133) 
(14,227) 

2,611 

(1,296) 
1,315 

26,735 
5,500 

32,235 

(1,207) 
(9,144) 
(5,475) 

(15,826) 

3,497 

12,180 

11,135 

(26,000) 
(14,865) 

812
 

2005/06 
£000 

2005/06 
£000 

118,889 
156,721 
28,058 

36,500 
15,597 

355,765 

(74,418) 

(58,954) 
(33,946) 
(58,372) 
(27,536) 
(56,341) 
(48,773) 

(358,340) 
(2,575) 

3,130 

(1,422) 
1,708 

24,413 
7,160 

31,573 

(3,596) 
(13,822) 
(1,122) 

(18,540) 

12,166 

4,430 

3,424 

(18,000) 
(14,576) 

2,020 
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1 Reconciliation of Revenue Cash Flow 

2004/05 
£000 

(Surplus)Deficit on Consolidated Revenue Account (4,644) 

2005/06 
£000 
(34) 

2005/06 
£000 

Collection Fund surplus 

Interest/discount 

Non-cash Transactions 
Contributions from (to) provisions 
Contributions from (to) reserves 
Contributions to capital 
Provision for debt liability (MRP) 
Other non-cash 

Items on an Accruals basis 
Increase/(Decrease) in stocks and WIP 
Increase/(Decrease) in debtors 
(Increase)/Decrease in creditors 

Net cash flow from revenue activities 

Movement in debtors and creditors 

Increase/(Decrease) 

Revenue activities 
Capital activities 

(673) (311) 
(5,317) (345) 

(1,315) (1,708) 

299 (1,420)
 
(1,837) (2,698)
 

(244) (802)
 
(4,097) (4,853)
 

320 1,411 
(5,559) (8,362) 

(55) 2 
2,612 8,212 

(4,593) (374) 
(2,036) 7,840 

(14,227) (2,575) 

Debtors Creditors
 
£000
 £000
 

8,212 374
 
469 189
 

8,681 563
 

2 Reconciliation of net cash flow to movement in net debt
 

2004/05 
£000 

2005/06 
£000 

Increase (decrease) in cash in the period 
(Increase) decrease in debt financing 
Increase (decrease) in liquid resources 
Internal investment of Trust Funds 
Revaluation of investments 

(812) 
(14,865) 
12,180 

(32) 
320 

(2,020) 
(14,577) 

4,430 
(15) 
326 

Net debt at 1st April 
Net debt at 31st March 

(3,209) 
(34,552) 
(37,761) 

(11,856) 
(37,761) 
(49,617) 

Liquid resources have been defined as the short-term investments on the balance sheet
 

53
 



3 Analysis of Net debt 

Cash Non­
1.4.05 Flow cash 31.3.06 
£000 £000 £000 £000 

Cash in hand and at bank (2,247) (2,020) (4,267) 
Debt due within 1 year (10,351) 8,965 (1,386) 
Debt due after 1 year (58,296) (23,557) (81,853) 
Short term investments 33,133 4,430 326 37,889 

(37,761) (12,182) 326 (49,617) 

4. Analysis of Government Grants 

2004/05 2005/06 2005/06 
Total Revenue Capital 
£000 £000 £000 

Office of the Deputy Prime Minister 73,783 67,737 1,564 
Department for Works and Pensions 35,187 37,893 72 
Department for Education and Skills 20,374 21,309 4,876 
Department of Health 7,550 6,904 4,699 
Home Office 552 597 0 
Countryside Agency 249 162 17 
Department for Environment, Food & Rural Affairs 182 410 15 
Lottery 449 229 1,120 
Advantage West Midlands 6,333 2,238 777 
Government Office for West Midlands 1,492 251 682 
Department for Transport 1,063 1,443 0 
Learning and Skills Council 2,982 2,655 0 
Cabinet Office 70 7 0 
Legal Services Commission 94 8 0 
Arts Council 10 112 0 
Welsh Assembly 8 0 0 
Countryside Council for Wales 50 136 0 
Department for Constitutional Affairs 0 144 0 
Welfare Food Reimbursement 0 14 0 

150,428 142,249 13,822 
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Trust funds
 
The Council acts as Trustee for a number of Trust Funds, which have been established for the benefit of 
different sections of the Community, including several schools. The initial capital sums received are invested 
and the annual income is used to make approved payments under the terms of each Trust. 

The Sylvia Short Educational Charity is administered by the Council on behalf of the Trustees. This charity, 
which was established to provide children with learning experience outside the curriculum, has assets of 
£1,020,588 including investments in shares. 

By far the largest Fund involved is the Buchanan Trust, which is invested in agricultural land around Bosbury 
for the benefit of tenant farmers. The 2005/06 Buchanan Trust Accounts show the cost of running the estate, 
including management and administration (£103,429) offset by rent received from the tenant farmers 
(£68,679) and income from investments (£37,795). The Trust made a surplus on its revenue account of 
£3,045. 

The Education Trust Funds incurred a small amount of expenditure in 2005/06 and received income from 
investments. The Council is in the process of applying to have some of the education funds wound up due 
to the very small capital sums involved. 

Other funds include the Hatton Bequest, which is available for Hatton Gallery exhibits 

Statement of Revenue Income and Expenditure
 

New funds, 
Investment 

Balance at Revenue Transactions Sales and Balance at 
1/04/05 Income Expenditure Revaluations 31/03/06 

£ £ £ £ £ 
Education (small funds) 20,793 879 (366) 757 22,063 
Sylvia Short Trust 1,008,696 44,411 (40,837) 8,318 1,020,588 
Buchanan Trust 1,853,804 106,474 (103,429) 34,565 1,891,414 
Other Funds 48,844 4,823 (312) 53,355 

2,932,137 156,587 (144,944) 43,640 2,987,420
 

Balance Sheet
 

The amount shown for Fixed Assets reflects the estimated value of the Buchanan Trust Land and Buildings 
and the Sylvia Short property portfolio at 31st March 2006. Overall the asset value of Buchanan Trust has 
increased by £34,565. Investments (largely Treasury stocks) are at market value at 31st March 2006. 

2004/05 2005/06 
£000 £000 

Fixed Assets 1,030 1,064 
Investments 975 981 
Cash temporarily invested with The Herefordshire Council 927 942 
Total Assets 2,932 2,987 

Represented by Trust Funds 2,932 2,987 
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Glossary of terms
 
Accrual 
Income and expenditure are shown in the period they are earned or incurred, not as money is received or 
paid. 

Actuary 
An expert on pension scheme assets and liabilities. 

Asset 
Something the Council owns that has a value, such as premises, vehicles, equipment or cash. 

Asset Management Revenue Account 
An account local authorities need to keep under capital accounting rules. It includes interest payments on 
loans, depreciation and the income from capital charges to services. 

Balance Sheet 
A summary of Herefordshire’s assets, liabilities and other balances at the end of each accounting period. 

Capital Charge 
A charge made to service revenue accounts to reflect the cost of utilising fixed assets in the provision of 
services. 

Capital Expenditure 
Expenditure on the acquisition of a fixed asset, which lasts longer than a year or expenditure that adds value 
to an existing fixed asset. 

Capital Receipts 
Proceeds from the sale of fixed assets, such as land or buildings. 

Collection Fund 
A separate fund recording the expenditure and income relating to Council Tax and Non-domestic Rates. 

Community Assets 
Assets that the Council intends to own forever e.g. parks and open spaces. 

Consolidated Revenue Account 
A statement of the Council’s net revenue costs in the year and how this cost was financed from Government 
grant and taxpayers. 

Creditor 
Amounts owed by the Council for goods and services received, but not paid for at the end of the financial 
year. 

Debtor 
This the amount of money others owe to Herefordshire for goods and services that they have received but 
have not paid for by the end of the accounting period. 

Deferred Charges 
Capital expenditure, which does not create a fixed asset. 

Depreciation 
The reduction in value of an asset as recorded in the Council’s accounts. 
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Infrastructure Assets 
Fixed assets on which expenditure can only be recovered by continued use of the asset, such as roads, 
bridges and footpaths. 

Intangible fixed assets 
Fixed assets that do not have physical substance but are identifiable and are controlled by the entity through 
custody or legal rights e.g. software. 

National Non Domestic Rates 
This is a national scheme for collecting contributions from businesses towards the cost of local government 
services, based on a flat rate in the pound set by Government. 

Non Operational Assets 
Assets held by the Council not directly used in the provision of services, such as investment properties. 

Operating lease 
A lease where the ownership of the fixed asset remains with the lessor. 

Operational assets 
Fixed assets owned by Herefordshire Council and used to deliver services, such as buildings and equipment. 

Precept 
A levy made by one authority to another to finance its net expenditure. 

Provision 
A sum of money that has been put aside in the accounts for liabilities or losses that are due but where the 
amount due or the timing of the payment is not known with any certainty. 

Related Parties 
Two or more parties are related parties when at any time during the financial period: - 

❧ One party has direct or indirect control of the other party 
❧ The parties are subject to common control from the same source 
❧ One party has influence over the financial and operational polices of the other party to an extent that the 

other party might be inhibited from pursuing its own interests 
❧ The parties, in entering a transaction, are subject to influence from the same source to such an extent that 

one of the parties to the transactions has subordinated its own interests. 

Public Finance Initiative 
Arrangements supported by the Government involving an external partner to fund major Capital 
developments. 

Reserves 
Amounts set aside in one year’s accounts to be spent in future years. Some reserves are earmarked for 
specific purposes and other general revenue balances are available to meet future revenue and capital 
expenditure. 

Revenue Expenditure 
The day-to-day expenses associated with the provision of services. 

Revenue Support Grant 
A general grant paid by the Government to local authorities as a contribution towards the costs of their 
services. 
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Audit opinion
 
Independent auditor’s report to the Members of Herefordshire Council
 

Opinion on the financial statements 

I have audited the financial statements of Herefordshire 
Council for the year ended 31 March 2006, under the Audit 
Commission Act 1998, which comprise the Consolidated 
Revenue Account, the Collection Fund, the Consolidated 
Balance Sheet, the Statement of Total Movements in 
Reserves, the Cash Flow Statement and the related notes. 
These financial statements have been prepared under the 
accounting policies set out within them. 

This report is made solely to Herefordshire 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. 

My responsibility is to audit the financial statements in 
accordance with relevant legal and regulatory requirements 
and International Standards on Auditing (UK and Ireland). 

I report to you my 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. 

I review whether the statement on internal control reflects 
compliance with CIPFA’s guidance (The Statement of 
Internal Control in Local Government: Meeting the 
requirements of the Accounts and Audit Regulations 2003). 
I report if it does not comply with proper practices specified 
by CIPFA or if the statement is misleading or inconsistent 
with other information I am aware of from my audit of the 
financial statements. I am not required to consider, nor have 
I considered, whether the statement on internal control 
covers all risks and controls. I am also not required to form 
an opinion on the effectiveness of the Authority’s corporate 
governance procedures or its risk and control procedures. 

I read other information published with the financial 

statements, and consider whether it is consistent with the 

audited financial statements. This other information 

comprises only the Explanatory Foreword. I consider the 

implications for my report if I become aware of any apparent 

misstatements or material inconsistencies with the financial 

statements. My responsibilities do not extend to any other 

information. 

Basis of audit opinion 

I conducted my 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 policies are appropriate to the 
Authority’s circumstances, consistently applied and 
adequately disclosed. 

I planned and performed my audit so as to obtain all the 
information and explanations which I considered 
necessary in order to provide me 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 my opinion I 
also evaluated the overall adequacy of the presentation of 
information in the financial statements. 

Opinion 

In my 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 as at 31 March 2006 and its 
income and expenditure for the year then ended. 

Elizabeth Cave 

District Auditor 
28 September 2006 
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If you need help to understand this document, or would like it in 
another format or language, please call 01432 260284 or send an e-
mail to: hfoster@herefordshire.gov.uk 

www.herefordshire.gov.uk
 
Putting people first | Promoting our county | Providing for our communities | Protecting our future 
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