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EXPLANATORY FOREWORD 
 
1. INTRODUCTION 
 
 This booklet summarises the County Borough Council's accounts for the year 2007/08 

and contains: 
 

• the Income and Expenditure Account which records expenditure and income on 
services, including council housing; 

• the Statement of Total Recognised Gains and Losses which recognises any 
gains or losses not reflected in the Income and Expenditure Account. 

• the Balance Sheet which shows the financial position at the 31st March 2008; 
• the Cash Flow Statement which shows the inflows and outflows of cash arising 

from transactions with third parties; 
• the Housing Revenue Account Income and Expenditure Account which shows 

expenditure and income on Council Housing Services only. 
 
2. REVENUE SPENDING IN 2007/08 
 
 The Authority’s Budget Requirement for 2007/08 was set at £229.617m.  Actual 

spending compared to the budget was as follows: 
  

Council Fund 

    Revised 
    Budget 
       £’000 

 
     Actual 
       £’000 

 Expenditure    
 Directly Controlled Expenditure     209,986    209,986 
 Miscellaneous Income – non committee controlled  - (944) 
 Levies, Contributions & Other Expenditure         9,123        8,643 
 Interest Payable         8,249        7,912 
 Net Reserve Movement To/(From)         5,838        6,484 
 Deprivation/Performance Incentive Grant/LABGI  (4,270) (4,378) 
 Net Expenditure     228,926    227,703 
     
 Income    
 Revenue Support Grant  (150,000) (150,000) 
 NNDR  (32,717) (32,717) 
 Discretionary Rate Relief            125           136 
 Council Tax  (47,025) (48,243) 
 Total Income/Budget Requirement  (229,617) (230,824) 
     
 NET BUDGET (SURPLUS)/DEFICIT TO BALANCES (691) (3,121) 
     
 Council Fund Working Balance    
 Opening Working Balance 1/4/07   (3,978) 
 Movement in Balance   (3,121) 
 Closing Working Balance 31/3/08   (7,099) 
 
 The surplus for the year is mainly the result of net additional waste income which is due 

to the Authority as at 31/3/08 for past activities.  A significant debtor (£5.2m net of 
VAT) in relation to these activities is included within the Authority’s balance sheet, 
although £3.7m has been repaid during 2008/09. 
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3. HOUSING REVENUE ACCOUNT WORKING BALANCE 

 
        £’000 
  
Opening Balance 1/4/07 (8,436) 
(Surplus)/Deficit (1,081) 
Closing Balance 31/3/08 (9,517) 

 
4. CAPITAL SPENDING IN 2007/08 
 

 £m 

HRA – Council Housing Services           7.9 
Council Fund         48.4 
         56.3 
 
The expenditure was financed by: 

 

External Borrowing (18.2) 
Grants & Contributions (29.7) 
Capital Receipts  (2.6) 
Reserves (5.8) 
 (56.3) 

 
5. At the year end, the Authority’s total external debt was £210.8m.  Sources of borrowing 

include the Public Works Loan Board and Banks for long term borrowing and other 
financial institutions for short term borrowing. 

 
6. RESERVES AND BALANCES AT 31st MARCH 2008 
 

£m  
33.2 To support revenue expenditure 
2.5 To support capital expenditure 

16.6 Revenue working balances, of which £7.1m refers to General Fund 
Services and £9.5m is ringfenced for use on the Authority’s 
Housing Services 

 
7. REVALUATION OF ASSETS 
 
 During 2007/08, the net book value of assets increased by £33.9m as a consequence of a 

revaluation performed by the Head of Property and Regeneration. 
 
8. ACCOUNTING POLICIES 
 
 The presentation of the Accounts follows the latest Code of Practice on Local Authority 

Accounting issued in 2007. 
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9. BEST VALUE ACCOUNTING CODE OF PRACTICE (BVACOP) 
 
 The classification of services in the Income and Expenditure Account complies with the 

Service Expenditure Analysis required by the 2007 BVACOP. 
 
 This has necessitated a change in the classificiation of Education Services and Social 

Services within the Income and Expenditure Account on page 12 Childrens Social 
Services are now included within a new heading of Children and Education Services 
with the remaining costs of Social Services now classified as Adult Social Care.  The net 
expenditure for 2006/07 has been restated to comply with the new classification. 

 
10. CHANGE IN CLASSIFICATION OF CREDITOR 
 
 A significant creditor of £5m was reclassified on 1/4/07 from short term to long term to 

reflect the repayment schedule in line with the associated legal agreement. 
 
11. FINANCIAL REPORTING STANDARD 17 
 
 The full adoption of FRS17 in the Authority’s Accounts has resulted in a net pension 

liability of £190m in the balance sheet of the Authority as at 31/3/08 which represents 
the Authority’s outstanding retirement benefit obligations to its employees. 

 

 The requirement to recognise the net pensions liability in the balance sheet has reduced 
the net worth of the Authority for 2007/08 by 36% (44% for 2006/07). 

 

 A new benefits structure was introduced in the Local Government Pension Scheme from 
1/4/08.  This change has affected the value of benefits earned by members up to 31/3/08.  
The effect of these improved benefits are included within the Income & Expenditure 
Account on page 12 under the heading ‘Non Distributed Costs’. 

 
12. GROUP ACCOUNTS 
 
 There is a requirement for Local Authorities to produce Group Accounts to recognise 

material financial or controlling interests in companies, voluntary organisations, public 
bodies etc.  An assessment was made of all such interests which did not identify any 
relationship which is considered material and accordingly Group Accounts have not been 
prepared. 

 
13. FIXED ASSETS – NON ADDED VALUE 
 
 The 2007 Accounting Code of Practice requires all capital expenditure for 2007/08 

which does not add value to a capital asset to be charged directly to the cost of Council 
Fund and Housing Services in the Income & Expenditure Account.  In 2007/08 this 
totalled £15.5m – there was no requirement to restate 2006/07. 

 
14. CHANGE IN ASSET VALUES 
 
 Following the revaluation of designated assets during 2007/08, a charge (£4m net of 

depreciation) has been made to the Income & Expenditure Account in relation to 
impairment and reduction of fixed asset values. 

 
Whilst the changes referred to in notes 13 and 14 are significant in value they are 
statutory accounting requirements that have no effect on the Authority’s Council Tax 
Accounts and payers. 
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15. CHANGE IN ACCOUNTING POLICIES AND FORMAT OF THE ACCOUNTS 
 
 
 The Statement of Accounts is prepared in accordance with the Local Authority 

Accounting Code of Practice (SORP).  There have been some substantive changes 
introduced into the 2007 SORP and, as a consequence, changes have been made to the 
format of the accounts and also the adoption of new accounting policies. 

 
i) The Fixed Asset Restatement Account and Capital Financing Account have been 

replaced by a Revaluation Reserve and Capital Adjustment Account, and the 
balances have been restated at 31 March 2007.  The balance on the Revlauation 
Reserve at 31 March 2008 has been set to zero, whereas the balances on the Fixed 
Asset Restatement Account and the Capital Financing Account have been 
transferred to the new Capital Adjustment Account as at 31 March 2007.  In 
addition, it has been assumed that the net carrying value of fixed assets at current 
valuation on 31 March 2007 is a proxy for gross historical cost on 1 April 2007.  
Therefore, the gross historical cost of fixed assets at 1 April 2007 equals the net 
carrying value at 31 March 2007. 

 
ii) The 2007 SORP has adopted Financial Reporting Standards FRS 25, FRS 26 and 

FRS 29 relating to the recognition, measurement, disclosure and presentation of 
financial instruments (see note 42).  The term financial instruments covers both 
financial assets, such as investments, trade debtors and financial liabilities, such as 
borrowing.  The new requirement of the SORP, in relation to financial instruments 
is a change in accounting policy and is effective from 1 April 2007.  Therefore, the 
opening Balance Sheet at 1 April 2007 has been restated, although comparative 
information has not been restated to comply with the 2007 SORP.  The adjustment 
between the closing Balance Sheet for 2006/07 and the restated opening Balance 
Sheet on 1 April 2007 results in a reduction in the total net worth of the Council by 
£4,160.  The main areas where the carrying amounts are significantly different on 
the restated 2007/08 opening Balance Sheet to those on the 2006/07 closing 
Balance Sheet are unamortised premium and discounts on the early repayment of 
debt.  Differences between the amounts charged/credited to the Income and 
Expenditure Account in respect of unamortised premium and discounts, and that to 
be recognised under statutory provisions, are transferred to or from the new 
Financial Instruments Adjustment Account. 

 
16. TRUST FUNDS 
 
 The County Borough Council administers various trust funds.  As these funds are not the 

property of the Authority, they are not included in the Balance Sheet.  The application of 
these funds cover a wide field ranging from educational, social & recreational needs, to 
the relief of sickness and protection of historic buildings. 

 
 The Welsh Church Acts external investments are stated at market value and the property 

at 31.3.03 market valuation.   
 
 The Education Trust Funds are stated at market value (£1.41m) and book value (£0.08m). 
 
 The Social Services Trust Funds are stated at book value. 
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31/3/07 
£’000 Trust Fund 31/3/08 

£’000 
550 Welsh Church Acts 544 

1,605 Education Trust Funds 1,492 
38 Social Services Trust Funds 40 

2,193  2,076 
 
 
17. FURTHER INFORMATION 
 
 Further information relating to the accounts can be obtained from the Director of 

Finance & Corporate Services, Neath Port Talbot County Borough Council, Civic 
Centre, Port Talbot, SA13 1PJ. 
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STATEMENT OF ACCOUNTING POLICIES 
 
 
1. GENERAL 
 
 These accounts have been prepared in accordance with the latest Code of Practice on 

Local Authority Accounting for Great Britain (ACOP) published in 2007 by the 
Chartered Institute of Public Finance and Accountancy (CIPFA).  Unless specifically 
mentioned, the accounts comply with all Financial Reporting Standards (FRS) and 
Statements of Standard Accounting Practice (SSAP). 

 
2. FRS18 – ACCOUNTING POLICIES 
 
 The Authority’s revenue and capital accounts have been prepared in accordance with 

FRS18.  This means that sums due to or from the Authority during the year are included 
in the accounts whether or not the cash has actually been received or paid. 

 
3. FIXED ASSETS 
 
i) Expenditure which acquires, creates or enhances a fixed asset is capitalised provided it 

yields a benefit to the Authority for a period of more than one year.  
 
ii) Fixed assets are valued on the basis recommended by CIPFA and the Royal Institute of 

Chartered Surveyors (RICS). 
 
iii) Fixed assets are classified into groupings required by the 2007 ACOP.   
 
iv) Fixed assets are included in the Balance Sheet on the following valuation basis:- 
 

Council Dwellings - Open market value in existing use as 
social housing 

Land - Open market value 
Operational Assets:  Non Specialised - Open market value existing use 
 Specialised - Depreciated Replacement Cost 
Non Operational Assets - Open market value 
Infrastructure Assets - Historical cost 
Community Assets - Historical cost 
Vehicles, Plant & Equipment - Net current replacement cost 

 
v) Subsequent revaluations of fixed assets are planned at five year intervals, although 

material changes to asset valuations will be adjusted in the interim period either as a 
result of additional enhancement expenditure or in accordance with Financial Reporting 
Standard 11 (FRS11) due to impairment. 
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vi) A charge for depreciation is made to the service revenue accounts to cover the cost of 

wear and tear of certain categories of assets. 
 

 Depreciation is charged on a straight line basis and the following depreciation method 
was applied for 2007/08:- 

 
Council Dwellings - Depreciated according to pre 

determinated asset lives (20-40 years) 
Land - Depreciation not applicable 
Operational Assets:   - Depreciated according to pre 

determined asset lives (20-40 years) 
Non Operational Assets - Depreciation not applicable 
Infrastructure Assets - Depreciated according to pre 

determined asset live (20-60 years) 
Community Assets - Depreciation not applicable 
Vehicles, Plant & Equipment - Depreciated according to pre 

determined asset lives (5-7 years) 
 
4. DEFERRED CHARGES 
 
 The gross expenditure in 2007/08 on deferred charges was charged to the Income and 

Expenditure Account as it did not result in the acquisition of an asset by the Authority. 
 
5. CAPITAL FINANCING 
 
 Capital expenditure is financed on an accruals basis from the following sources: 
 

- Borrowing : either externally from the Public Works Loans Board / other external 
lenders or internally from Capital Receipts (sale of assets) or Revenue (housing 
rents etc.). 

- Grants and Contributions: from various external bodies including the European 
Commission and Welsh Assembly Government.  Government grants are credited 
to the Government Grants Deferred Account when used to pay for capital 
schemes. 

- Capital Reserves: these reserves are either earmarked for specific capital schemes 
or used to finance the Capital Programme as a whole. 

- Capital Receipts: income from the sale of capital assets over £10,000 is used to 
finance capital expenditure.  

 
6. CHARGE FOR CAPITAL - DEPRECIATION  
 

The Authority is legally required to charge services for the assets they employ in 
delivering these services. The charge comprises of depreciation to cover the cost of wear 
and tear on the asset used in delivering a service to the Authority. 
 
In order to arrive at the charge for 2007/08, all assets have been valued in accordance 
with professional practices and principles. 
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7. CHARGES FOR CAPITAL - STATUTORY 
 
 The Council Fund and Housing Revenue Account is also charged with a statutory level 

of debt repayment, which is known as the Minimum Revenue Provision (MRP): 
 
 - For Council Fund Services, a repayment of principal at 4% (MRP). 
 - For Housing Revenue Account services, a repayment of principal at 2% (MRP). 
 
 In addition: 
 
 - Interest Payments for loans advanced.  The rate was 5.32% in 2007/08 (5.84% in 

2006/07). 
 

 These statutory charges replace the depreciation charge when setting the annual budget 
requirement for Council Fund and HRA Services.  

 
8. STOCKS  
 
 Former Trading Operations stocks are shown at average purchase price.  All other stocks 

are shown at latest purchase price.  This represents a departure from the SSAP9, which 
requires valuation at the lower of cost or net realisable value.  The effect of this 
departure is not considered to be material. 

 
9. SUPPORT SERVICES  
 
 Support Services are recharged from Cost Centres (Accountancy, Payroll etc.) to service 

users according to relevant bases of allocation which relate, where possible, to actual 
usage of the service, e.g. office accommodation - floor area occupied. 

 
10. INTEREST FROM INVESTMENTS 
 

The total amount of interest credited to the Council Fund in 2007/08 is generated from 
investment of surplus cash. 

 
 Contributions are then made to certain external funds in lieu of interest at the average 7 

day money market rates. 
 
 
11. PENSIONS/FRS17 
 
11.1 The County Borough Council participates in two different pension schemes which meet 

the needs of employees in particular services.  Both the schemes provide members with 
defined benefits related to pay and service.  The schemes are as follows: 

 
 Teachers:  This is an unfunded scheme administered by the Department for Education 

& Employment (DfEE).  The pension cost charged to the account is the contribution rate 
set by the DfEE on the basis of a notional fund. 
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 Other Employees:  Other employees, subject to certain qualifying criteria, are eligible 

to join the Local Government Pension Scheme (LGPS).  The Council pays an employer 
contribution in respect of funded liabilities for those employees who are members of the 
scheme.  Further costs arise in respect of certain pensions paid to retired employees on 
an unfunded basis. 

 
11.2 The Authority’s accounts fully adopt the requirements of Financial Reporting Standard 

17 (FRS17) in accounting for pension costs.  This includes the recognition of the net 
pension liability as at 31/3/08 matched by a pensions reserve in the balance sheet of the 
Authority. 

 
 For the Income and Expenditure Account the charges made under FRS17 ensure the 

operating costs of providing retirement benefits to employees are recognised in the 
accounting period in which the benefits are earned by the employees as opposed to 
charges based on the actual Employer contributions to the City and County of Swansea 
Pension Fund. 

 
12. PROVISIONS AND RESERVES 
 
 The County Borough Council maintains a number of provisions and reserves.  

Provisions are established in accordance with FRS12 to cover present economic 
obligations arising from past events and are charged to service revenue accounts.  
Reserves are amounts set aside for more general purposes and are charged to non service 
expenditure in the Income and Expenditure Account. 

 
13. LONG TERM INVESTMENTS 
 
 Investments of £146,000 are valued at book value as opposed to market value.  The 

effect of this departure is not considered to be material. 
 
14. RING-FENCED HOUSING REVENUE ACCOUNT (HRA) 
 

Under the Local Government and Housing Act 1989, as amended by the Local 
Government Act 2003, the HRA is a ring-fenced account within the Council Fund.  The 
statutory items to be charged to or received by the HRA are laid down in these Acts. 

 
15. COMPANIES 
 
 Waste Disposal 
 The Neath Port Talbot Waste Management Company Ltd was established in 1993 and is 

a subsidiary of this Authority.  The Authority has a 100% shareholding in the Company 
and these shares (86,000 shares of £1 each) are included in the balance sheet under Long 
Term Investment at cost. 

 

 Neath Port Talbot Waste Management Company Ltd has a 100% shareholding in Neath 
Port Talbot (Recycling) Ltd who are the operating company for the waste plant. 

 
 Home Information Packs 
 The Authority established a Company to provide Home Information Packs to external 

clients who are legally required to provide such information upon selling their homes.  
The Authority has a 100% shareholding in the company. 
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16. REDEMPTION OF DEBT 
 

The redemption of debt is accounted for on a cash basis i.e. as and when cash 
repayments are actually made to lenders.   
 

17. LEASES 
 

All leasing arrangements are SSAP21 compliant.  Operating leases are accounted for on 
an accruals basis in accordance with proper accounting practice. 
 

18. TANGIBLE FIXED ASSETS – FRS15 
 

The accounts comply fully with the requirements of FRS15. 
 
19. UK GAAP  
 
 The Authority’s accounts are prepared in a UK GAAP (Generally Accepted Accounting 

Practice) format.  This refers to the accountancy treatments that UK companies would 
generally be expected to apply in the preparation of their financial statements.   

 
20. FINANCIAL INSTRUMENTS – FRS 25, 26 and 29 

 
 The Authority’s accounts comply with the requirements of FRS 25, 26 and 29 in relation 

to the recognition measurement, presentation and disclosure of its financial instruments 
(i.e. loans, investments, cash). 

 



 

 

STATEMENT OF RESPONSIBILITIES FOR THE 
STATEMENT OF ACCOUNTS 

 
THE AUTHORITY’S RESPONSIBILITIES  
 
The Authority is required: 

• to make arrangements for the proper administration of its financial affairs and to secure 
that one of its officers has the responsibility for the administration of those affairs in 
accordance with Section 151 of the Local Government Act 1972.  In this Authority, that 
officer is the Director of Finance & Corporate Services (Chief Finance Officer); 

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

• to approve the Statement of Accounts. 
 
SECTION 151 OFFICER’S RESPONSIBILITIES 
 
The Section 151 Officer is responsible for the preparation of the Authority's statement of 
accounts which, in terms of the CIPFA/LASAAC Code of Practice on Local Authority 
Accounting in Great Britain ('the Code'), is required  to present fairly  the financial position  of 
the Authority at the accounting date and its income and expenditure for the year ended  
31st March 2008. 
 
In preparing this statement of accounts, the Section 151 Officer has: 

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

 
The Section 151 Officer has also: 

• kept proper accounting records which were up to date; 
• taken reasonable steps for the prevention and detection of fraud and other irregularities; 
• ensured that the accounts present fairly the financial position and income and 

expenditure of the Authority. 
 
 
Section 151 Officer: ____________________________________________________ 
    (Director of Finance & Corporate Services) 
 
 
Date:   18th September 2008 

 
 
Approval of accounts for 2007/08 in accordance with regulation 9(3) of the Accounts and Audit 
(Wales) Regulations 2005 
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Chairman of Audit Committee:  
        
 
 
Date:  29 September 2008 
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INCOME AND EXPENDITURE ACCOUNT 
 

2006/07 2007/08 
 
       £’000 

 
Expenditure 

£’000 
Income

      £’000 
Net Expend.

            £’000 
114,833 Childrens & Education Services 154,997 (32,831) 122,166 

45,909 Adult Social Care 60,986 (12,753) 48,233 
11,394 Highways, Roads & Transport  22,897 (4,481) 18,416 
14,828 Cultural & Related Services 28,109 (6,152) 21,957 
20,117 Environmental Services (Note 1) 27,672 (11,420) 16,252 
5,411 Planning & Development Services 13,425 (7,691) 5,734 
5,094 Housing Services – General Fund   48,557 (43,542) 5,015 
4,158 Housing Services – HRA  36,280 (31,985) 4,295 
1,412 Central Services to the Public 2,694 (1,486) 1,208 

208 Court Services 159             - 159 
6,049 Corporate & Democratic Core 6,658 (99) 6,559 
2,000 Non Distributed Costs (Note 2) 5,920             - 5,920 
7,737 Exceptional Item                 -             -                 - 

239,150 NET COST OF SERVICES 408,354 (152,440) 255,914 
              - (Gain)/Loss on Disposal of Fixed Assets   (2,727) 

 Deficit/(Surplus) on Trading Undertakings    
90 - Markets & Industrial Estates (Note 3a)   (43) 

10,862 Interest Payable & other similar charges               9,412 
1,463 Community Council Precepts (Note 4)               1,530 
6,635 Levies & Contributions (Note 5)               6,267 

(3,672) Interest & Investment Income   (4,201) 
25,490 Pension Interest Cost (Note 6)             29,410 

(19,640) Expected Return on Pension Assets    (22,820) 
240,378 NET OPERATING EXPENDITURE    272,742 

 SOURCES OF FINANCE    
(148,955) Government Grants (Note 6a)   (154,378) 
(48,143) Council Taxpayers (Note 16)   (49,773) 
(30,181) Non-Domestic Rate Income (Note 17)   (32,581) 
(21,944) Other Government Grants Deferred   (1,060) 

11,155 Net (Surplus)/ Deficit for the year   34,950 
 

STATEMENT OF MOVEMENT ON THE COUNCIL FUND BALANCE 
 

   2006/07 
       £’000 

        2007/08 
           £’000 

     11,155 Income and Expenditure Account (Surplus)/Deficit           34,950 
(6,733) Net additional amount required to be (credited)/debited to the Council Fund 

Balance for the year (see page 13) 
(38,071) 

   

4,422 (Increase)/Decrease in Council Fund Balance (3,121) 
   

(8,400) Council Fund Balance brought forward (3,978) 
(3,978) Council Fund Balance carried forward (7,099) 

   

           - Amount of Council Fund Balance held by Schools                - 
   

(3,978) Amount of Council Fund Balance available for new expenditure (7,099) 



 

 
Neath Port Talbot County Borough Council   Page 13 
Statement of Accounts 2007/08 

 

NOTE OF RECONCILING ITEMS FOR THE STATEMENT OF 
MOVEMENT ON THE COUNCIL FUND BALANCE 

 
2006/07 

£’000 
 2007/08 

£’000 
 Amounts included in the Income & Expenditure Account but 

required by statute to be excluded when determining the 
Movement on the Council Fund Balance for the year 

 

(22,104) Depreciation, impairment and revaluation of fixed assets (40,428) 
        23,515 Government Grants Deferred amortisation       3,072 

(13,161) Write downs of deferred charges to be financed from capital resources (3,758) 
             - (Gain)/Loss on Disposal of Fixed Assets to Capital Receipts Account        2,599 

(25,130) Net charges made for retirement benefits in accordance with FRS 17 (29,670) 
            - Fixed Assets – Non Added Value to Capital Adjustment Account (7,971) 
            - Value of Assets Disposed to Capital Adjustment Account (3,869) 
            - Proceeds from Assets Disposed to Capital Receipts Account        3,869 

(36,880)  
Amounts not included in the Income & Expenditure Account but 
required to be included by statute when determining the 
Movement on the Council Fund Balance for the year 

(76,156) 

          6,201 Minimum revenue provision for capital financing        7,250 
          1,325 Capital expenditure charged in-year to the Council Fund Balance        5,726 
        16,845 Employers contributions payable to the Pension Fund and retirement 

benefits payable direct to pensioners 
     18,780 

            - Annual release of debt premiums and discounts (net)           195 
(12,509)  

Transfers (to)/from the Council Fund Balance that are required to 
be taken into account when determining the Movement on the 
Council Fund Balance for the year 

(44,205) 

             798 Housing Revenue Account balance        1,081 
          4,978 Net transfer to/(from) earmarked reserves        5,053 

   

(6,733) Net additional amount required to be (credited)/debited to the 
Council Fund Balance for the year (38,071) 
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STATEMENT OF TOTAL RECOGNISED  
GAINS AND LOSSES 

 
2006/07 

£’000 
 2007/08 

£’000 
          11,155 Income and Expenditure Account (Surplus)/Deficit 

 
           34,950 

                 - Other (Gains)/Losses 
 

             3,647 

(27,488) (Surplus)/Deficit on revaluation of fixed assets 
 

(33,930) 

           1,140 Actuarial (Gains)/Losses on pension fund assets and liabilities (48,690) 
   

(15,193) Total Recognised (Gains) / Losses  (44,023) 
 

NOTES TO THE STATEMENT OF TOTAL RECOGNISED 
GAINS AND LOSSES 

 
This Statement is used to recognise any gains or losses not reflected in the Income and 
Expenditure Account. 
 
As an example, gains on revaluations of fixed assets and pension actuarial gains and losses are 
excluded from the Income and Expenditure Account (Surplus)/Deficit as they arise from asset 
and liability valuation changes rather than from an entities’ operating performance. 
 

The amount included in Other (Gains)/Losses is required in order to recognise the transfer of 
debt premiums and discounts on 1/4/07 into the new Financial Instruments Adjustment Account 
as this transfer has affected the net worth (equity) in the balance sheet. 
 



 

 
Neath Port Talbot County Borough Council   Page 15 
Statement of Accounts 2007/08 

 

BALANCE SHEET 
 

2006/07  2007/08 
£’000        £’000         £’000      £’000 

  Tangible Fixed Assets (Notes 20-22)   
  Operational Assets (Net):   

242,362  - Council Dwellings  232,170 
322,475  - Other Land and Buildings  356,814 

10,461  - Vehicles, Plant, Furniture & Equipment 10,018 
132,672  - Infrastructure Assets  141,756 

4,774  - Community Assets  612 
  Non Operational Assets (Net):   

4,715  - Investment Properties  4,715 
9,773  - Assets Under Construction  4,538 
8,589  - Surplus Assets Held for Disposal  7,581 

        735,821 NET BOOK VALUE       758,204 
          10,146 Long Term Investments (Note 23)            5,458 
               918 Long Term Debtors             3,055 
            3,969 Premiums – Debt Redemption                - 
       750,854 Total Long Term Assets        766,717 
     
  Current Assets   

            760  Stock & Work in Progress              820 
       29,385  Debtors (Note 24)         40,725 
       55,000  Short Term Investments          74,734 
         1,620  Cash Held by Schools/Officers           1,976 

         86,765        118,255 
       837,619 Total Assets       884,972 
     
  Current Liabilities   

(40,741)  Creditors (Note 25a)  (35,942) 
(5,721)  Short Term Borrowing (Note 28a)  (3,104) 

(15,041)  Cash and Bank (Note 26)  (6,744) 
(5,753)  Usable Capital Grants (Note 27)  (6,566) 

 (67,256)    (52,356)
       770,363 Total Assets less Current Liabilities       832,616 
     
  Long Term Liabilities   

(4,991)  Creditors (Note 25b)  (5,269) 
(169,647)  Long Term Borrowing (Note 28b)  (211,275) 

     (5,953)  Provisions (Note 29)  (5,673) 
(227,604)  Pensions Liability (Note 30)  (189,793) 

(322)  Discounts – Debt Redemption              - 
(74,281)  Government Grants Deferred (Note 31)  (89,135) 

(513)  Deferred Capital Receipts  (396) 
 (483,311)    (501,541)
       287,052 Total Assets less Liabilities        331,075 
  Financed by:   

             -  Financial Instruments Adjustment Account (Note 32)          3,452 
(460,776)  Capital Adjustment Account (Note 33)  (424,867) 

             -  Revaluation Reserve (Note 34)  (33,930) 
(10,813)  Usable Capital Receipts (Note 27)  (13,201) 

     227,604  Pensions Reserve       189,793 
(30,653)  Earmarked Reserves (Note 35)  (35,706) 
(12,414)  Working Balances (Note 36)  (16,616) 

    
 (287,052) TOTAL EQUITY  (331,075)
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CASH FLOW STATEMENT 
 

            2006/07             2007/08 
£’000 £’000  £’000 £’000 

  Revenue Activities   
  Cash Outflows   

(179,887)  Cash paid to and on behalf of employees (181,493) 
(176,551)  Other Operating Costs (189,909)  
(29,725)  Non-Domestic Rates to National Pool (30,121)  
(16,052)  Housing Benefit paid out (18,937)  
(7,160)  Precepts paid (7,545)  

 (409,375)   (428,005) 
  Cash Inflows   

       7,556  Rents (after Rebates)        8,015  
     41,822  Council Tax      43,820  
     30,344  Non-Domestic Rates from National Pool      32,717  
     29,620  Non-Domestic Rates Receipts      30,234  
   215,708  Government Grants (Note 46)    228,582  
          322  Cash Received Goods & Services           462  
   112,960  Other Revenue cash income    101,013  

    438,332        444,843 
      28,957 Net Cash Inflow From Revenue Activities   

(Note 43) 
        16,838 

  Servicing of Finance   
  Cash Outflows   

(10,572)  Interest paid (9,562)  
  Cash Inflows   

       2,615  Interest and Investments       4,889  
 (7,957) Net Cash Outflow from Servicing of Finance  (4,673) 
  Capital Activities   
  Cash Outflows   

(60,832)  Purchase of fixed assets (60,059)  
(2,000)  Purchase of long term investments           -  

  Cash Inflows   
       8,052  Sale of fixed assets        6,333  
          215  Mortgage Repayment           135  
     37,005  Capital grants received      26,833  

 (17,560) Net Cash Outflow From Capital Activities  (26,758) 
  Management of Liquid Resources  

(Notes 44 & 45) 
  

(8,320)  Net (Increase)/Decrease in Temp Investment  (12,240)  
  Financing   
  Cash Outflows   

(111,363)  Repayments of amounts borrowed  (5,546)  
  Cash Inflows   

     83,200  New Long Term Loans Raised      40,000  
     18,318  New Short Term Loans Raised        1,031  

 (18,165) Net (Increase)/Decrease in Financing & 
Liquid Resources 

        23,245 

 (14,725) INCREASE/(DECREASE) IN CASH            8,652 
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NOTES TO THE INCOME AND EXPENDITURE ACCOUNT 
 
1. MARGAM JOINT CREMATORIUM COMMITTEE 
 
 The Authority manages a Crematorium facility under a joint arrangement with Bridgend 

County Borough Council.  The share of operating expenditure and income relating to 
Neath Port Talbot County Borough Council (NPTCBC) is shown below: 

  
Expenditure 

£’000 
Income 
£’000 

Net 
£’000 

249 (279) (30) 
 
 NPTCBC’s share of the net equity in the balance sheet is £223,000. 
 
 Due to the above figures not being material in relation to the Authority’s overall 

financial position only the precept payable by NPTCBC of £2,850 is included within the 
cost of Environmental Services in the Income and Expenditure Account. 

 
2. NON DISTRIBUTED COSTS 

 
 The additional charge for 2007/08 is due to the change in the benefits structure of the 

Local Government Pension Scheme which has improved the value of benefits to 
Members. 

 
3a. TRADING OPERATIONS – MARKETS & INDUSTRIAL ESTATES 
 
 The Authority operates two markets and fifteen industrial estates. 
 

2006/07  2007/08 
   

Markets 

Ind. 
Estates 

 
Total 

        £’000          £’000         £’000         £’000 
(1,161) Income (293) (964) (1,257) 

           999 Expenditure            210            839         1,049 
           252 Capital Charges               -            165            165 
             90 Net (Surplus)/Deficit (83)              40 (43) 

 
3b. TRADING OPERATIONS  
 
 The Authority has two services which are exposed to commercial risk although the risks 

are minimal given the controls that are in place. 
 

2006/07  2007/08 
   

Expenditure 

 
Income 

 
Net 

£’000  £’000 £’000 £’000 
           - Trade Refuse 587 (587)            - 

(43) Catering Services 1,129 (1,088) 41 
(43) Net (Surplus) / Deficit 1,716 (1,675) 41 
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4. COMMUNITY COUNCIL PRECEPTS  

 
2006/07  2007/08 

£  £ 
51,000 Cilybebyll 54,000
13,000 Cwmllynfell 14,000
51,000 Gwaun Cae Gurwen 57,000
94,000 Pontardawe 100,000
43,470 Ystalyfera 50,000
32,909 Blaengwrach 34,774

150,493 Blaenhonddan 155,731
80,895 Briton Ferry 83,725
14,840 Clyne 15,400

266,051 Coedffranc 277,893
34,000 Crynant 35,370
42,464 Dyffryn Clydach 43,734

103,000 Glynneath 107,000
353,250 Neath 365,389
17,000 Onllwyn 17,000
13,870 Pelenna 14,137
42,500 Resolven 45,400
36,000 Seven Sisters 36,900
23,000 

 
Tonna 23,000

1,462,742 Total Community Council Precepts for Year 1,530,453
 
 
5. LEVIES & CONTRIBUTIONS 
 

2006/07 
£’000 

 2007/08 
£’000 

59 South Wales Sea Fisheries 66 
6,576 Mid & West Wales Combined Fire Authority 6,201 
6,635 Total Levies & Contributions for Year 6,267 

 
6. PENSION LIABILITY/FRS17  
 
 As part of the terms and conditions of employment of its officers and other employees, 

the Authority offers retirement benefits.  Although these benefits will not actually be 
payable until employees retire, the Authority has a commitment to make the payments 
that need to be disclosed at the time that employees earn their future entitlement. 

 
 The Authority participates in two pension schemes: 
 

• the Local Government Pension Scheme administered by the City & County of 
Swansea – this is a funded scheme, meaning that the Authority and employees 
pay contributions into a fund, calculated at a level intended to balance the 
pensions liabilities with investments assets; 
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• the Teachers Pension Scheme – this is an unfunded scheme, meaning that there 

are no investment assets built up to meet the pensions liabilities, and cash has to 
be generated to meet actual pensions payments as they eventually fall due. 

 
 The cost of retirement benefits is recognised 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 that is required to be made against council tax is based on the cash 
payable in the year, so the real cost of retirement benefits is reversed out of the Income 
and Expenditure Account within the Statement of Movement on the Council Fund 
Balance.  The following transactions have been made in the Income and Expenditure 
Account during the year: 

 
        2006/07 

           £’000 
       2007/08 
           £’000 

Net Cost of Services:   
• current service cost           17,280          17,160 
• past service costs             2,000            5,920 

Net Operating Expenditure:   
• interest cost           25,490          29,410 
• expected return on assets in the scheme (19,640) (22,820) 

Statement of Movement in the Council Fund 
Balance 

  

• movement on pensions reserve (8,285) (10,890) 
Actual amount charged against council tax for 
pensions in the year: 

  

• employers contributions payable to scheme           16,845          18,780 
 
 The overall amount to be met from Government grants and local taxation has remained 

unchanged, but the costs disclosed for individual services for 2007/08 are 5.7% higher 
(20.4% higher for 2006/07) after the replacement of employers contributions by current 
service costs and Net Operating Expenditure for 2007/08 is 4.2% higher than it would  
otherwise have been (3.60% higher for 2006/07). 

 
6a. GOVERNMENT GRANTS  
 

2006/07 
£’000 

 2007/08 
£’000 

(1,380) Local Authority Business Growth Incentive (520) 
(2,310) Deprivation Grant (2,359) 
(1,467) Performance Incentive Grant (1,499) 

(143,798) Revenue Support Grant (150,000) 
(148,955)  (154,378) 
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7. AGENCY SERVICES  
 
 The Authority performs Agency work on behalf of the Welsh Assembly Government.  

The financial details are shown below:- 
 

2006/07 
£’000 

 2007/08 
£’000 

   
33,523 South Wales Trunk Road Agency Note 1 28,627 

 

 Note 1 
 From the 1st April 2006 the Authority holds the contract for all Trunk Road work in 

South and West Wales.  The expenditure is fully reimbursed by the Welsh Assembly 
Government.  The financial activity relating to this contract is not included in the Income 
& Expenditure Account. 

 
8. SECTION 137 EXPENDITURE 
 
 Section 137 of the Local Government Act 1972 (as amended by the Local Government & 

Housing Act 1989) empowers Local Authorities, subject to various conditions and limits, 
to incur expenditure which in their opinion is in the interests of their area or any part of 
it, or all or some of its inhabitants.  Under this section local authorities are required to 
account separately for any such expenditure.  No expenditure was incurred under these 
powers during 2007/08. 

 
9. SECTION 5 OF THE LOCAL GOVERNMENT ACT 1986 
 
 EXPENDITURE ON PUBLICITY 
 Set out below, under the requirements of S.5 (1) of the Local Government Act 1986, is 

the Council's spending on publicity. 
 

2006/07 
£’000 

 2007/08 
£’000 

175 Recruitment Advertising 205 
252 Other Advertising 253 
427  458 

 
10. LOCAL GOVERNMENT (GOODS AND SERVICES) ACT 1970 
 
 The Council is empowered by this Act to provide goods and services to other public 

bodies.  Income for these services are set out below:- 
 

2006/07 
£’000 

 2007/08 
£’000 

 Professional and Technical Services  
50 Engineering, Architectural and Estates  208 

 Other Services  
272 Maintenance and Cleansing Works 254 
322  462 
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11. TEACHERS PENSION SCHEME  
 
 In 2007/08, the County Borough Council paid £6.395m to the Department of Education 

and Employment in respect of teachers' pension costs, which represent 14.1% of 
teachers' pensionable pay.  In addition, the County Borough Council is responsible for all 
pension payments relating to added years it has awarded, together with the related 
increases.  In 2007/08, these amounted to £1.2m representing 2.6% of pensionable pay. 

 
12. OFFICERS’ EMOLUMENTS 

 

 The number of employees whose gross pay (including taxable expenses) was £60,000 or 
more, in bands of £10,000, were:- 

 
2006/07 

No. of Employees 
Remuneration Band  

(£) 
2007/08 

No. of Employees 
22 60,000 - 69,999 16 
4 70,000 - 79,999 16 
2 80,000 - 89,999 1 
2 90,000 - 99,999 - 
2 100,000 - 109,999 4 
1 110,000 - 119,999 - 
1 120,000 - 129,999 1 

 
13. RELATED PARTY TRANSACTIONS  
 
 The Authority is required to disclose material transactions with related parties – bodies or 

individuals that have the potential to control or influence the Authority or to be 
controlled or influenced by the Authority.   

 
 Central Government has effective control over the general operations of the Authority – 

it is responsible for providing the statutory framework within which the Authority 
operates, providing the majority of its funding in the form of grants and prescribes the 
terms of many of the transactions that the Authority has with other parties (e.g. Housing 
Benefits).  Details of transactions with government departments are set out in a note 
relating to the Cashflow Statement. 

 

 Members of the Authority have direct control over the Authority’s financial and 
operating policies.  During 2007/08, one Member had a contract with the Authority for 
the provision of taxi services and one Member is employed by a Housing Association 
which has contracts with the Authority for the provision of housing and support.  The 
taxi contract was entered into in full compliance with the Authority’s Standing Orders. In 
addition, various grants are paid to voluntary organisations in which Members had an 
interest.  The grants were made with proper consideration of declarations of interest.  The 
relevant Members did not take part in any discussion or decision relating to the grants.  
Details of all these transactions are recorded in the Register of Member’s Interest. 

 

 Officers – The Deputy Monitoring Officer is a Board Member, in a private capacity, of 
Neath Port Talbot Community Transport who receive a grant from the Authority.  The 
appropriate declaration of interest has been made in accordance with proper practice. 



 

 
Neath Port Talbot County Borough Council   Page 22 
Statement of Accounts 2007/08 

 

 

 Leisure Trust – the Authority formed the Trust to manage its indoor leisure activities.  
The Trust is an industrial provident society with the Authority’s board membership 
limited to 20%.  The Authority pays the Trust an annual management fee to run the 
service (excluding the structural maintenance of buildings) which for 2007/08 was 
£2.6m. 

 

 Chief Officers – The Director of Finance & Corporate Services, together with the 
Director of Environment, are paid directors of Neath Port Talbot Waste Management 
Company Ltd and Neath Port Talbot Recycling Ltd who are the companies which 
provide waste disposal services to Neath Port Talbot Council Borough Council. 

 

 Companies – the Authority owns a Waste Management company and relevant 
transactions and details are included in notes to the Statement of Accounting Policies and 
Balance Sheet.  The Authority has loaned the waste management company a sum of 
£300,000 to assist with cashflow and consequently has a long term debtor totalling 
£330,000 (inclusive of interest) relating to the company at 31/03/08. 

 

 The Waste Management Company has a 100% shareholding in the operating company 
for the materials recycling plant.  The Authority has loaned this recycling company 
£2.210m to assist with purchase of plant and equipment and consequently has a long term 
debtor totalling £2.261m (inclusive of interest) at 31/3/08. 

 

 The Authority paid an annual tipping fee for 2007/08 on behalf of Neath Port Talbot 
CBC and Bridgend CBC of £5.088m and received income from Bridgend CBC. 

 

 The Authority and Bridgend County Borough Council will provide financial support to 
the Materials Recycling Company if trading activities warrant this. 

 

 The Authority will provide financial support to the Neath Waste Management Company 
if trading activities warrant this. 

 

 The Authority established a company during 2007/08 which prepares ‘Home Information 
Packs’ for external clients which are now a legal requirement before selling a property.  
The company issued £100 of share capital which is 100% owned by the Authority.  The 
board of the company consists of 4 unpaid Authority staff who have full decision making 
powers.  The day to day operations are carried out by 6 former employees who are 
employed on the same terms and conditions as NPTCBC staff. 

 
14. MEMBERS ALLOWANCES 
 
 During 2007/08, the total expenditure incurred by the Authority for Members Allowances 

was £1,263,000 (£1,229,000 in 2006/07). 
 
15. OPERATING LEASES 
 

 The Authority uses operating leasing as a means of acquiring vehicles, computer 
hardware and software, equipment and plant.  The amount paid under these arrangements  
in 2007/08 was £0.4m (£0.555m in 2006/07). 

 

 The Authority is committed to making payments of £0.173m under these leases in 
2008/09 comprising the following elements: 

 
Regarding Leases Expiring Within 

2008/09 
£’000 

2009/10-2012/13 
£’000 

2013/14 onwards 
£’000 

31 142 - 
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16. COUNCIL TAX 
 

 Introduction 
 Council Tax is the current form of local taxation for domestic properties.  All domestic 

properties are placed into one of nine valuation bands according to their open-market 
value at 1st April 2003.  The average amount of council tax for a property in Band D in 
2007/08 was £1,204.  This was calculated by dividing the amount of council tax required 
by Neath Port Talbot CBC, each community council, and the South Wales Police 
Authority by the council tax base of 45,314 (which is the number of properties we collect 
council tax from, adjusted by discounts etc., and converted to the equivalent number of 
Band D properties).  The amounts for properties in other bands is calculated by 
multiplying the Band D figure by the relevant multiplier in the table overleaf. 

 
BAND A B C D E F G H I TOTAL 
Multiplier 6/9 7/9 8/9 9/9 11/9 13/9 15/9 18/9 21/9  

No. of 
chargeable 
dwellings 

12,893 26,874 10,786 6,641 3,752 1,265 446 101 20 62,778 

 

 Analysis of the net proceeds from council tax: 
 

2006/07 
£’000 

 2007/08 
£’000 

(42,001) Council tax collectable (Net Debit) (43,814) 
       1,463 Less: Payable to Community Councils        1,531 
          124 Provision for non payment of council tax           158 

(40,414) Net proceeds from Council Tax (42,125) 
 
17. BUSINESS RATES 
 
 Introduction 
 Non-domestic rates are calculated by multiplying a property’s rateable value by the 

rating multiplier (or rate in the pound).  Rateable values are determined by the Valuation 
Office Agency and the multiplier (44.8p in 2007/08) is set by the Welsh Assembly 
Government.  The Council is responsible for collecting rates due from ratepayers in its 
area but pays the proceeds into the NNDR pool administered by the Welsh Assembly 
Government.  The Welsh Assembly Government redistributes the sums payable back to 
local authorities on the basis of a fixed amount per head of population. 

 The NNDR income (after relief and provisions) of £30,588,000 for 2007/08 was based on 
an average rateable value of £79,535,064 for the year. 

 Analysis of the net proceeds from non-domestic rates: 
 

2006/07 
£’000 

 2007/08 
        £’000 

(29,956) Non-domestic rates collectable (Net Debit) (30,588) 
     29,725 Less:  Paid into NNDR pool        30,121 
          217  Cost of collection             220 
            14  Bad and doubtful debts             247 

(30,344) Receipts from pool (32,717) 
(30,344) Net proceeds from NNDR (32,717) 

          163 Discretionary relief             136 
(30,181) Amount included in Income & Expenditure Account (32,581) 
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18. BUILDING CONTROL ACCOUNT 
 

2006/07 
 

 
Chargeable

Non 
Chargeable 

2007/08
Total

£’000  £’000 £’000 £’000
 Spending   

            370 Employee Expenses  204 204              408 
              15 Transport 17 -                17 
              52 Supplies & Services  27 27                54 
              84 Support Services 47 46                93 
            521 Total Spending  295 277              572 

     

 Income  
(406) Building Regulation Charges  (456) - (456)
(406) Total Income (456) - (456)

           115 (Surplus)/Deficit For The Year (161) 277              116 

 
19. AUDIT FEES – WALES AUDIT OFFICE 
 

2006/07 
£’000 

 2007/08 
£’000 

217 External Audit Services 215 
58 Statutory Inspection 60 

141 Certification of Grant Claims 149 
416  424 
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NOTES TO THE BALANCE SHEET 
 
 
20. FIXED ASSETS 
 
 Fixed assets are included in the Balance Sheet on the following valuation basis:- 
 
 Council Dwellings 
 The basis of valuation is the gross open market value discounted to reflect the value in 

existing use as social housing by using a comparison of the Council’s rents with those in 
the private sector. 

 
 Land 
 Open market value. 
 
 Operational Assets  

a) Non Specialised: Open market value of equivalent assets of a similar type and 
condition, on the assumption that they would continue in their existing use. 

b) Specialised: Reinstatement cost of asset or cost of acquiring a modern equivalent, 
adjusted to reflect the age, wear and tear and obsolescence of the existing asset. 

 
 Vehicles, Plant & Machinery 
  Net current replacement cost reflecting wear and tear incurred. 
 
 Infrastructure and Community Assets 
 Historical cost, i.e. original expenditure incurred. 
 
 Non-Operational Assets 
 Open market value. 
 
 Property Valuations  
 
 During 2007/08, a revaluation of Residential Homes and Day Centres, Cemeteries and 

Crematorium, Country Parks, Sports Centres/Pools and Industrial Property was carried 
out.  In addition, the civic office at the Quays, Briton Ferry was valued due to it 
becoming operational in 2007/08. 

 
 During 2006/07, a revaluation of Museums/Theatres, Schools, Depots, Libraries and 

Civic/Office properties was carried out. 
 
 During 2005/06, a revaluation of transportation assets, vacant land and buildings and 

investment properties was carried out. 
 
 During 2004/05, a revaluation of Sheltered Accommodation, Depots and Civic Buildings 

was carried out. 
 
 During 2003/04, a revaluation of Council Dwellings, Leisure & Economic Development 

assets was carried out. 
  
 All the above revaluations were carried out by the Head of Property & Regeneration who 

is a qualified Valuation Officer and a member of the Royal Institute of Chartered 
Surveyors. 
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21. MOVEMENT OF FIXED ASSETS 
 

  
Council 

Dwellings 
£’000 

Other 
Land & 

Buildings 
£’000 

Vehicles,Plant 
Furniture & 
Equipment 

£’000 

 
Infrastructure 

Assets 
£’000 

 
Community 

Assets 
£’000 

Non 
Operational 

Properties 
£’000 

 
 

Total 
£’000 

Gross Book Value  
01/04/07  242,362     322,475          16,151      169,020         4,774        23,110      777,892 
        

Additions  
 

        -       13,213            1,695        13,309             -          4,534        32,751 

Disposals 
 

(1,841) (210) (8)               -             - (1,810) (3,869) 

Transfer of Assets 
 

        - (140)                -               -              -            - (140) 

Impairment of Assets 
 

        - (1,049)                -               -             -             -  (1,049) 

Revaluation – losses charged 
to I&E 
 

        - (14,264)                -               - (3,492) (53) (17,809) 

Revaluations – gains charged 
to Revaluation Reserve 
 

         65       33,081                -               -            659            125        33,930 

Decrease in valuation on 
Disposal 
 

        -       (15) (939)              -             - (5) (959) 

Increase in valuation on 
Disposal 
 

       312           167               -               -                5              556          1,040 

Transfer AUC 
 

        -         9,769               -               -             - (9,769)          - 

Change in Asset 
Classification 
 

(614)         1,801               -               - (1,334)            147          - 

Gross Book Value  
31/3/08  240,284     364,828         16,899      182,329             612       16,835      821,787 
 
 

       

Cumulative Depreciation 
at 1/4/07         -          - (5,690) (36,348)             -  (33) (42,071) 

Depreciation during Year 
 

(8,355) (8,014) (1,757) (4,225)             - (14) (22,365) 

Depreciation reversed on 
Disposals 

        241          -               566                             -               46             853 

Cumulative Depreciation 
at 31/3/08 (8,114) (8,014) (6,881) (40,573)             - (1) (63,583) 
        

Net Book Value 31/03/08 
 

232,170 356,814 10,018 141,756             612 16,834 758,204 

 
 Total Capital Expenditure for 2007/08 was: £’000 
 Fixed Assets – Added Value 32,751 
 Fixed Assets – No Added Value to Income & Expenditure 15,490 
 Deferred Charges – (e.g. grants to third parties) to Income & 

Expenditure 
8,054 

  56,295 
 
• Included within the Net Book Value of Non-Operational Properties at 31/3/08 are £4.5m of Assets under 

Construction, £7.6m of Surplus Assets and £4.7m of Investment Assets. 
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22. CAPITAL EXPENDITURE AND FINANCING 
 

Expenditure by Directorate £’000 
 

Financing of Expenditure £’000 

Education, Leisure & Lifelong 
Learning 

10,299 Loans 18,217 

Environment 21,555 Grants and Contributions 29,740 
Social Services, Health & Housing 5,304 Capital Receipts 2,612 
Finance & Corporate Services             ) 
Chief Executive’s                                ) 

11,217 Reserves - Council Fund 
- Housing Rev A/c 

4,354 
1,230 

Housing Revenue Account (HRA) 7,920 Revenue 142 

Total Expenditure 56,295 Total Financing 56,295 

 
Significant Commitments for Future Capital Expenditure £m 
 
Gwyn Hall Replacement 

 
To be determined 

Abergwynfi Infants/Juniors 2.75 
YGG Castell Nedd 0.92 
Margam Park Discovery Centre 3.95 
Neath Town Centre 5.03 
Rhodes House 2.04 

 
23. LONG TERM INVESTMENTS 
 

£0.086m 100% share capital in the Neath Waste Management Company at cost * 
£0.060m Various debenture and war stocks 
£5.312m Cash on deposit over 365 days to maturity including interest due 

 
* This company is a controlled arms length company in accordance with the Local 

Authorities (Companies) Order 1995.  The market value of the share capital is nil. 
 
24. STATEMENT OF DEBTORS 
 

  31/3/07 
     £’000 

CLASSIFICATION     31/3/08 
       £’000 

   
     12,212 Government Departments & Agencies (Note 1)      19,029 
       3,836 Other Local Authorities        9,508 
          587 Business Rates           893 
       3,634 Council Tax         3,579 
          981 Housing Rents         1,104 
     10,422 Sundry Debtors (Note 2)        8,569 
     31,672       42,682 
       1,959 Prepayments – Other        2,104 
     33,631       45,786 

 Less Provisions for Doubtful Debts (Note 3)  
(3,035)         General Fund (2,720) 
(1,211)         Housing Revenue Account (1,341) 
29,385       40,725 

 



 

 
Neath Port Talbot County Borough Council   Page 28 
Statement of Accounts 2007/08 

 

Note 1: Included within Government Departments & Agencies at 31st March 2008 are £7.5m of 
debtors in relation to capital grants (£3.8m at 31/03/07).  
Note 2: For 2007/2008 the debtor in respect of interest on investments (£2.8m) is now included 
in the balance sheet against short term investments in accordance with 2007 SORP. 
Note 3: The provisions for doubtful debts have been determined using accepted practice and past 
experience, within material limits, to judge the amount of debts that will not eventually be 
recovered. 
 
25. STATEMENT OF CREDITORS 
25a. Short Term Creditors 
 

  31/3/07 
     £’000 CLASSIFICATION     31/3/08 

       £’000 
(8,338) Government Departments & Agencies (Note 1) (6,165) 
(4,599) Other Local Authorities  (4,188) 

(136) Business Rates (406) 
(433) Council Tax (354) 

(23,745) Sundry Creditors  (20,316) 
(37,251)  (31,429) 
(3,490) Receipt in Advance – Other (4,513) 

(40,741)  (35,942) 
 

Note 1: For 2007/2008 the creditor in respect of interest on external loans (£3.5m) is now 
included in the balance sheet against long and short term borrowing in accordance with 2007 
SORP and as shown in Notes 28a & 28b. 
 

25b. Long Term Creditors 
 This is a sundry liability which will be repaid according to a legal agreement. 
 

26. CASH AND BANK  
The transactions for the South Wales Trunk Road Agency (SWTRA) are transacted 
through the Bank accounts of the Authority.  Although these are excluded from the 
balance. 

 
27. USABLE CAPITAL RECEIPTS  AND GOVERNMENT GRANTS 
 

2006/07  2007/08 
 

 
£’000 

 Capital 
Receipts 

£’000 

Government 
Grants/Conts 

£’000 
(15,445) Opening Balance (10,813) (5,753) 

 Receipts during the year:   
(8,052) Sale of Assets (6,333)  

(215) Repayment of Mortgages (135)  
(33,864) Grants/Contributions  (30,553) 
(57,576)  (17,281) (36,306) 

          38,136 Application during the year               2,612             29,740 
(19,440)  (14,669) (6,566) 

            2,874 Set Aside Capital receipts               1,468  
(16,566) Closing Balance (13,201) (6,566) 

 

 The balances above represent capital grants (£6.5m) and Capital Receipts (£13.2m) 
which have not yet been used to finance capital schemes.  They will be applied against 
expenditure in future years. 



 

 
Neath Port Talbot County Borough Council   Page 29 
Statement of Accounts 2007/08 

 

28a. SHORT TERM BORROWING (PRINCIPAL) 
 

 £’000 
PWLB/Market Loans Less than 1 year (1,346) 
Other Loans (1,206) 
 (2,552) 
Interest Payable 31/3/08 (552) 
Total Carrying Value of Short Term Borrowing 
(Principal) 

(3,104) 

 
28b. LONG TERM BORROWING 
 

31/3/07 
£’000 

 Note 31/3/08 
£’000 

 Source of Loan   
(133,493) Public Works Loans Board  (157,147) 
(37,500) Market Loans  (52,500) 
(4,375) Other 1 (1,206) 

(175,368)   (210,853) 
 Analysis of PWLB & Market Loans by 

Maturity 

  

(1,346) Less than 1 year  2 (1,346) 
(1,346) Between 1 and 2 years  (9,347) 
(3,982) Between 2 and 5 years  (3,907) 

(12,409) Between 5 and 10 years  (11,859) 
(151,910) More than 10 years  (183,188) 
(170,993)   (209,647) 

 
Note 1: Consisting of temporary borrowing by the Authority, and miscellaneous investments 
placed with the Authority.  In the Balance Sheet these are shown as short term borrowing. 
 

Note 2: In the Balance Sheet, PWLB & Market Loans of less than one year to maturity are 
shown as short term borrowing. 
 

 £’000 
TOTAL EXTERNAL BORROWING (PRINCIPAL)      210,853 
Less: Short Term Borrowing – other loans 
    - PWLB/Market less than 1 year 

(1,206) 
(1,346) 

TOTAL LONG TERM BORROWING (PRINCIPAL)       208,301 
Amount of interest payable 31/03/08           2,974 
TOTAL CARRYING VALUE OF LONG TERM 
BORROWING (PRINCIPAL) 211,275 

 
29. PROVISIONS  
 
 Insurance £5,523,000 
 The Insurance provision is available to meet all known liabilities as at 31st March 2008, 

the majority of which relate to public and employers liability and property claims.  The 
timing of the payments is uncertain and is dependant upon the length of time required to 
settle each and every claim. 
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 Section 117 £150,000  
 To provide for potential claims under the Mental Health Act 1983 up to the period 

ending 31st March 2000.  The timing of the payments is uncertain. 
  

31/3/07 Classification 01/04/07 
Net 

Movement 
2006/07 

31/3/08 

£’000  £’000 £’000 £’000 
(5,803) Insurance (5,803) 280 (5,523) 

(150) Section 117 (150)                - (150) 
(5,953)  (5,953) 280 (5,673) 

 
30. FRS17 – PENSION ASSETS AND LIABILITIES 

 
 Neath Port Talbot County Borough Council participates in the Local Government 

Pension Scheme.  The Local Government Pension Scheme is a defined benefit scheme 
based on final pensionable salary. 

  
 In accordance with Financial Reporting Standard No. 17 – Retirement Benefits (FRS 17), 

Neath Port Talbot County Borough Council is required to disclose certain information 
concerning assets, liabilities, income and expenditure related to pension schemes for its 
employees. 

 
 The most recent valuation was carried out as at 31st March 2007, and has been updated 

by independent actuaries to the City & County of Swansea Pension Fund (the Fund) to 
take account of the requirements of FRS17 in order to assess the liabilities of the Fund as 
at 31st March 2008.  Liabilities are valued on an actuarial basis using the projected unit 
method which assesses the future liabilities discounted to their present value.  Under this 
method, the current service cost will increase as the members of the scheme approach 
retirement. 

 
 Changes to the Local Government Pension Scheme permit employees retiring on or after 

6th April 2006 to take an increase in their lump sum payment on retirement in exchange 
for a reduction in their future annual pension.  On the advice of our actuaries we have 
assumed that 50% of employees retiring after 6th April 2006 will take advantage of this 
change to the Pension Scheme.    

 
 The main assumptions used for the purposes of FRS17 are as follows: 
 
A.  31.3.07 

% p.a. 
31.3.08
% p.a.

 Discount rate for scheme liabilities 5.3 6.8
 Rate of increase in salaries 4.7 5.2
 Rate of increase for pensions in payment and deferred pensions 3.2 3.7
 Rate of inflation 3.2 3.7
 Proportion of employees opting to take a commuted lump sum 50 50
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B. 

Type of Investment 

Long Term 
Rate of 
Return 

Expected at 
31/3/07 
(% p.a.) 

 

 
 
 

Value at 
31/3/07 

(£m) 

Long Term 
Rate of 
Return 

Expected at 
31/3/08 
(% p.a.) 

 
 

Estimated 
Value at 
31/3/08 

(£m) 

      
 Equities 7.7 637.44 7.6 583.5 
 Property 6.7 - 6.6 - 
 Government Bonds 4.7 107.10 4.6 136.8 
 Corporate Bonds 5.3 42.77 6.8 28.4 
 Other 5.6 62.45 6.0 103.9 
 Total 7.0 849.76 6.9 852.6 
 
 The mid market value of the assets of the City & County of Swansea Pension Fund at 

31/3/08 is £852.6m.   
 
 The following amounts, needed for reconciliation to the balance sheet were measured in 

accordance with the requirements of FRS17: 
 

 31/3/07 
£m 

31/3/08
£m

Share of assets in the Fund      323.35      322.22 
Estimated funded liabilities (514.07) (476.61)
Deficit in funded liabilities (190.72) (154.39)
Estimated unfunded liabilities (36.89) (35.41)
Neath Port Talbot County Borough Council’s 
(deficit) in the Fund 

(227.61) (189.80)

 
 The deficiency revealed above should be borne in mind when considering the amount of 

overall reserves held. 
 
 The movement in net deficit for each year is as follows: 
 

 2006/07
£m 

2007/08
£m 

Net deficit at beginning of year (218.18) (227.61)
Contributions paid towards funded liabilities        14.35        16.24 
Contributions paid towards unfunded liabilities            2.49          2.54 
Current Service Cost (17.28) (17.16)
Past Service Costs (2.00) (5.92)
Gain/loss on any settlement or curtailments            -             - 
Expected return on pension fund assets        19.64         22.82 
Interest on pension scheme liabilities (25.49) (29.41)
Actuarial (loss)/gain (1.14)        48.70 
Net deficit at end of year (227.61) (189.80)
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 The history of experience gains and losses is as follows: 
 

 2006/2007 2007/2008 
Difference between expected and actual 
return on assets: 

  

Amount (£m) (1.270) (32.58)
Percentage of assets -0.4% -10.1%
Experience gains (losses) on liabilities:  
Amount (£m) (1.25) (6.66)
Percentage of the present value of the liabilities -0.2% -1.3%
Change in assumptions  
Amount (£m) 1.38 87.94
Percentage of the present value of the liabilities 0.3% 17.2%
Total amount recognised in STMR:  
Amount (£m) (1.14) 48.70
Percentage of the present value of the liabilities -0.2% 9.5%

 
31. GOVERNMENT GRANTS DEFERRED 
 

2006/07 
£’000 

 2007/08
£’000

(62,517) Opening Balance (74,281)
(35,284) Grants Received (29,740)

          5,905 Grants Written Off             - 
        16,044 Grants Applied to Finance New Capital      12,874 
          1,571 Grants Released to Income & Expenditure Account        2,012 

(74,281) Closing Balance (89,135)
 
32. FINANCIAL INSTRUMENTS ADJUSTMENT ACCOUNT 
 

 2007/08
£’000

Transfer of Balance on Debt Premium Account at 1/4/07        3,969 
Transfer of Balance on Debt Discount Account at 1/4/07 (322)
Balance at 1/4/07        3,647 
 
Release of Premium to Income & Expenditure Account (249)
Release of Discount to Income & Expenditure Account             54 

 
Balance at 31/3/08        3,452 

 
 
 This account has been established on 1st April 2007 in accordance with the new financial 

instruments reporting standards (25/26/29).  It has been created from the existing 
balances on debt rescheduling premiums and discounts as at 31/3/07. 
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33. CAPITAL ADJUSTMENT ACCOUNT 
 

2006/07  2007/08 
£’000  £’000 £’000 £’000

 Balance as at 31/3/07 transferred from:    
(398,418) Fixed Asset Restatement Account    
(62,358) Capital Financing Account     

(460,776) Opening Balance 1/4/07   (460,776
) 

     
 Financing of Capital Expenditure:    
 - Grants & Contributions (12,874)  
    Less Applied against Deferred Charges/  

   Non Added Value 
 
   11,814 

 

   (1,060) 
 - Capital Receipts  (2,612) 
 - Reserves  (5,584) 
 - Revenue  (142) 
    (9,398)
 Minimum Revenue Provision   (7,257) 
 Reserved Capital Receipts  (1,468) 
 General Fund Mortgages            18 
 Write off of Depreciation provision of revalued 

assets 
  

   11,588 
         2,881 
 Negate Income & Expenditure Account 

Charges: 
   

 - Depreciation     22,365 
 - Government Grants Deferred  (2,012) 
 - Deferred Charges (Net of Capital Grant)       3,758 
 - Fixed Asset Non Added Value (Net of Capital 

  Grant) 
      7,971 

 - Fixed Asset Disposals       3,869 
 - Fixed Asset Revaluation       5,286 
 - Fixed Asset Transfers          140 
 - Fixed Asset Impairment       1,049 
       42,426 
 Closing Balance 31/3/08   (424,867

)
 
 This account has been created at 31/3/07 to replace the Fixed Asset Restatement Account 

and the Capital Financing Account.  Major transactions include: 
• the financing of the capital programme (excluding loans); 
• the value of fixed assets disposed of during the year and expenditure on fixed 

assets that did not add value; 
• various transfers to/from the Income & Expenditure Account to negate the impact 

of deferred charges, depreciation, government grants deferred. 
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33a. FIXED ASSET RESTATEMENT ACCOUNT 
 

2006/07 
£’000 

  

(378,982)  Opening Balance 
(47,162) Add Revaluation of Assets  

         7,738 Less Disposal of fixed assets 
       19,988 Less Non Enhancement of Assets  

(398,418)  Balance at 31/3/07 
   

398,418  Transfer to Capital Adjustment Account 
            -  Closing Balance 

 

 In accordance with the requirements of the 2007 Accounting Code of Practice, the Balance on the 
Fixed Asset Restatement Account at 31st March 2007 has been transferred to the new Capital 
Adjustment Account. 

 
33b. CAPITAL FINANCING ACCOUNT 
 

2006/07  
£’000  

(60,866) Opening Balance  
(2,874) Reserved Capital Receipts 
(2,852) Usable Capital Receipts 

 Appropriations to the Consolidated Revenue Account: 
(6,208) Minimum Revenue Provision 

       22,104 Depreciation - Council Fund/HRA/Trading Operations 
(7,486) Government Grants Deferred  
(2,703) General Capital Grant 

       13,161 Deferred Charges Written Off to Income & Expenditure Account 
(13,331) Capital Grants 

              22 Council Fund Mortgages Written Down 
(330) Contributions from Capital Reserves: Council Fund 
(910) Contributions from Revenue Reserves: Trading Operations 

(85) Capital Charged to Revenue : Council Fund 
  

(62,358) Balance at 31/3/07 
  

     62,358 Transfer to Capital Adjustment Account 
          - Closing Balance 

 

 In accordance with the requirements of the 2007 Accounting Code of Practice, the balance on the 
Capital Financing Account at 31/3/07 has been transferred to the new Capital Adjustment 
Account. 

 
34. REVALUATION RESERVE 
 

2006/07  2007/08
£’000  £’000

           - Balance at 31/3/07 
 Balance at 1/4/07               - 
 Revaluation of Assets (33,930)
 Closing Balance 31/3/08 (33,930)

 
 This is a new reserve created on 1st April 2007.  The balance on the reserve will continually 

reflect the difference between the carrying or current value of individual assets and the proxy for 
their historical cost (which is equal to their net book value at 31/3/07). 
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35. STATEMENT OF RESERVES 
35a. Revenue Reserves 
 

Opening 
Balance at 

1/4/07 
£’000 

Net (Gains) 
/Losses 

£’000

Net 
Transfers 
to/(from) 

Other 
Reserves 

£’000 

Closing 
Balance at 

31/3/08
£’000

 
 Education, Leisure & Lifelong 

Learning 

 

(3,591) Delegated Schools             168            - (3,423)
(203) ER/VR               30            - (173)
(872) Other (1,138)            - (2,010)
(195) Leisure (78)            - (273)

(4,861)  (1,018)            - (5,879)
 

 Environment  
(129) Winter Maintenance              129 (200) (200)
(100) Environment General                 62 (100) (138)
(373) Civic/Building Maintenance              113            - (260)
(227) Other                30            - (197)
(308) Waste Equalisation              308            -              - 
(571) Former Trading Accs–Vehicle Renewals (576)            - (1,147)
(382) Former Trading Acc–Other Operating              269               95 (18)
(591) Economic Development              350 (200) (441)
(119) Briton Ferry Industrial Estate                90             - (29)
(197) Workways Equalisation              -             - (197)
(126) South Wales Trunk Road Agency (48)             - (174)

             - Employment Support (11) (95) (106)
             - Reclamation (66)             - (66)

(3,123)               650 (500) (2,973)
 

 Social Services, Health & Housing  
(350) Social Services Equalisation (321)              - (671)
(912) Hillside Secure Unit (396)              - (1,308)
(58) Other Social Services                33              - (25)
(16) Housing – General Fund (51)              - (67)

(108) Supporting People Equalisation               -              - (108)
(1,444)  (735)              - (2,179)

 
 Finance & Corporate Services   

(308) One Stop Shop (18)              - (326)
(140) Election Fund (80)              - (220)
(139) Legal Disputes (10)              - (149)
(984) IT Renewals / Systems (40) (700) (1,724)
(286) Other               15              - (271)

(1,857)  (133) (700) (2,690)
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Opening 
Balance at 

1/4/07 
£’000 

Net (Gains) 
/Losses 

£’000

Net 
Transfers 
to/(from) 

Other 
Reserves 

£’000 

Closing 
Balance at 

31/3/08
£’000

 
 Corporate Reserves  

(800) Spend to Save       388              - (412)
(652) Environment Discovery Centre          -              - (652)
(312) E-Government Initiatives        151              - (161)
(148) IT Renewals/Systems          -              - (148)
(173) Other            3 (27) (197)

(2,422) Job Evaluation        250 (4,050) (6,222)
(301) Management of Change        798 (1,229) (732)

(3,592) Civic Accommodation (321) (450) (4,363)
(8,400)      1,269 (5,756) (12,887)

 
   

(19,685) TOTAL DIRECTORATE & CORPORATE 
RESERVES           33 (6,956) (26,608)

   
 
35b. Other 
 

 
(1,848) 

 

 
Neath Waste Disposal Company (102)

 
              - (1,950)

 
35c. Insurance 
 

(303) Risk Management (24)               - (327)
(3,052) Insurance General (1,307)               - (4,359)
(3,355)  (1,331)               - (4,686)

 
 

(24,888) 
 

TOTAL REVENUE RESERVES (1,400) (6,956) (33,244)

 
35d. Capital Reserves 
 

(137) Market Surplus  (15)              - (152)
(3,818) General Fund     2,053              - (1,765)
(1,810) Earmarked     1,265              - (545)
(5,765) TOTAL CAPITAL RESERVES     3,303              - (2,462)

 
 

(30,653) 
 
GRAND TOTAL OF RESERVES 
 

 
   1,903 

 
(6,956) (35,706)
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36. STATEMENT OF WORKING BALANCES 
 

 
 

Opening 
Balance at 

01/04/07 
£’000 

  
 

Net 
(Gains) 
/Losses 

£’000 

Net 
Transfers 
to/(from) 

Other 
Reserves 

£’000 

Closing 
Balance at 

31/3/08
£’000 

(3,978) Council Fund (10,077) 6,956 (7,099) 
(8,436) Housing Revenue Account (1,081)               - (9,517) 

(12,414)  (11,158) 6,956 (16,616) 
 
37. FINANCE LEASES 
 
 The capital value of assets held under finance leases as at 31/3/08 is nil. 

 
38. ANALYSIS OF NET ASSETS EMPLOYED (SSAP25) 
 
2006/07  2007/08 

  Housing 
Revenue 
Account 

 General 
Fund 

 
Total 

       £’000        £’000  £’000     £’000 
   535,500 Assets less Liabilities 188,683  344,453    533,136 
(248,448) Not Attributed (Note 1)           *              * (202,061) 

   287,052 Total Assets less Liabilities       331,075 
 

Note 1: This relates mainly to the Pension Liability and insurance claims provision which 
the Authority is not able to attribute. 
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39a. CONTINGENT ASSET 
 
 The Council has considered its position in relation to a professional negligence claim 

against an external advisor in relation to Environmental Services.  As a result, a trial is 
listed for April 2009. 

 
39b. CONTINGENT LIABILITY 
 
 There is a potential liability for costs associated with a job evaluation, exercise being 

undertaken by the Authority, the amount and timing of which is currently uncertain, 
although the Authority has established a reserve to assist with the funding of any 
eventual costs. 

 
40. GROUP ACCOUNTS 
 

As stated in the Explanatory foreword, no Group Accounts have been prepared on the 
basis of materiality. 
 
However, the Authority does have a 100% shareholding in Neath Port Talbot Waste 
Management Company Ltd (NPTWM) who, in November 2005, increased their holding 
to 100% in HLC (WMS) Ltd who were the operating company for the materials recycling 
plant.  HLC(WMS) Ltd was renamed NPT (Recycling) Ltd. 
 
Included within the balance sheet of the Authority at 31st March 2008 are the land of 
NPT WM (at nil value) and the land, buildings, equipment and plant of Neath Port Talbot 
(Recycling) Ltd. 
 
The accounts for NPTWM (Registration Number 2633569) for 2007/08 although 
unaudited are not considered material for Group Account purposes. 
 
Unaudited financial results for 2007/08 are: 
 

Audited  
2006/07 

£’000 

 Unaudited  
2007/08 

£’000 
(694) Net Liabilities (712) 
(183) Net Loss (18) 

 
The draft accounts for Neath Port Talbot (Recycling) Ltd. (Registration Number 
3595980) for 2007/08 show: 
 

2006/07 
£’000 

 2007/08 
£’000 

72 Net Assets/(Liabilities) (9) 
                   - Net Profit/(Loss) (64) 

 
The accounts for both companies can be obtained from Companies House in Cardiff upon 
completion of their respective audits. 
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41. SCHEDULE OF ASSETS IN THE OWNERSHIP OF THE AUTHORITY 
 

31/3/08 Establishment Number 
Primary Schools (exc Church Schools) 71 
Secondary Schools (exc Church Schools) 12 
Special Schools 3 
Pupil Referral Units 1 
Lifelong Learning Centres 3 
Libraries 18 
Country Parks 6 
Residential Homes – Homeless Hostel 3 
Residential Homes – Homes for the Aged 7 
Residential Homes - Minimum Support Homes 3 
Residential Homes – Rehabilitation Units 1 
Residential Homes – Respite Homes 4 
Day Centres 17 
Other Centres 19 
Secure Unit 1 
Cemeteries 10 
Crematorium 1 
Depots, Stores & Workshops 15 
Civic & Office Buildings 28 
Sports Centres & Pools 8 
Museums, Cultural Centres, Theatres & Tourist 
Information Centres 

9 

Bus Stations 2 
Pay & Display Car Parks 8 
Other Car Parks 38 
Civic Amenities 3 
Industrial Workshops/Industrial Units 264 
Market 1 
Parks 20 
Playgrounds 45 
Playing Fields 31 
Public Conveniences 13 
Sports Facilities 7 
Sheltered Housing Complexes  23 
Shops 24 
Pubic Highways Roads – Built Up 590.7km 
Public Highways Roads – Non Built Up 247.2km 
Council Dwellings 9,319 

 
 The schedule of assets as at 31/3/08 has been restated by asset class.  Consequently, no 

prior year comparators are included. 
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42. FINANCIAL INSTRUMENTS  FRS 25, 26 AND 29 
 

Financial standards 25, 26 and 29 deal with the recognition, measurement, disclosure and 
presentation of financial instruments.  FRS25 defines a financial instrument as “any 
contract that gives rise to a financial asset of one entity and a financial liability or equity 
instrument of another entity”.  The following table illustrates the range of financial 
instruments held by NPTCBC: 

 
Cash Financial Asset 
Bank Deposit/Overdraft Financial Asset/Liability 
Trade Creditor Financial Liability 
Debtor Financial Asset 
Loans Payable Financial Liability 
Investments Financial Asset 

 
FRS26 states that all financial instruments are recognised in the Balance Sheet at Fair 
Value.  Fair Value is defined as the amount for which an asset could be exchanged or a 
liability settled.  
 
Methodology and Assumptions 
 
Financial liabilities and financial assets represented by loans and receivables are carried 
in the Balance Sheet at principal plus accrued interest.  The fair value of the loans and 
receivables and financial liabilities is determined by calculating the Net present Value of 
future cashflows, which provides an estimate of the value of payments as at 31st March 
2008.   

 
The discount rate used in the NPV calculation is equal to the current rate in relation to the 
same instrument from a comparable lender.  Where it is difficult to obtain the rate for an 
instrument with identical features in an active market then the prevailing rate of a similar 
instrument with a published market rate has been used as the discount factor. 
 
The latest portfolio valuation took place on 31st March 2008.  The principal assumptions 
used were:  
 
• Interest is calculated using the most common market convention 
• No early repayment or impairment is recognised 
• Fixed term deposit interest is assumed to be received on maturity, or annually if 

duration is more than 1 year 
• The fair value of debtors and creditors is taken to be the invoiced or billed amount. 
• The fair value of PWLB debt is calculated using the new borrowing rate as opposed 

to the premature repayment rate.   
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The fair values are calculated as follows: 

 
Items Treated as Financial 
Instruments 

Principal
£’000

Principal + 
Accrued Interest 
(Carrying Value) 

£’000 
Fair Value

£’000
Loans and Receivables 
i.e. Investments 
 

 

Callable Investments               10,000                   10,065              10,434 
Cash                    740                        740                   740 
Fixed Term Investments               66,500                    69,241              68,304 
Total               77,240                    80,046              79,478 
 
Financial Liabilities 
 

 

Market Loan (LOBO) (52,500) (53,227) (50,553)
PWLB  (157,147) (159,877) (177,532)
Total  (209,647) (213,104) (228,085)
 

There have been no defaults on any money payable or receivable. 
 
Inclusion of Accrued Interest 
 
The purpose of the fair value disclosure is primarily to provide a comparison with the 
carrying value in the Balance sheet.  Since this will include accrued interest as at the 
Balance Sheet Date, accrued interest is included in the fair value calculation.  Accrued 
Interest is calculated up to and including the valuation date. 
 
Market Analysis 
 
Prevailing economic market conditions have caused market rates to fluctuate 
significantly during 2007/8.  Official interest rates have continued to fall but market rates 
continue to be higher.   
 
Bank base rate as at 31st March 2008 was 5.25% and subsequently reduced to 5% at 10th 
April 2008.  Neath Port Talbot investments entered into during the last two quarters of 
2007/08 received returns more favourable than bank base rate.  
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Fixed Deposit Rates as at 31st March 2008 

 
Bank Base Rate 5.25% 

 
Comparable Fixed Deposit Rates Gross Rate 

1 week 5.45% 
2 weeks 5.65% 
3 weeks 5.70% 
1 month 5.75% 
2 months 5.86% 
3 months 5.98% 
6 months 5.94% 
9 months 5.85% 
12 months 5.80% 

   
Risk Analysis 
 
The Authority has prepared its Treasury Management Policy including Annual 
Investment Strategy in line with the Local Government Act 2003 and Prudential Code of 
Practice.  The Act requires the Authority to set out its treasury strategy for borrowing and 
to prepare an Annual Investment Strategy that sets out the Authority’s policies for 
managing its investments and for giving priority to the security and liquidity of those 
investments.  

 
The strategy takes account of views on interest rates as supplemented by market forecasts 
provided by the Authority’s treasury advisor.  The strategy covers: 

 
• treasury limits in force which will limit the treasury risk and activities of the 

Authority; 
• Prudential Indicators; 
• the current treasury position; 
• the borrowing requirement; 
• prospects for interest rates; 
• the borrowing strategy; 
• debt rescheduling; 
• the investment strategy;  
• recommendations. 

 
It is a statutory duty under Section 3 of the Local Government Act 2003 for all 
Authorities to determine and keep under review how much it can afford to borrow.  The 
borrowing requirement reflects the Authority’s underlying requirement to fund capital 
expenditure and service existing loan debt.   



 

 
Neath Port Talbot County Borough Council   Page 43 
Statement of Accounts 2007/08 

 

 
Investment Risk 
 
The Authority’s investment priorities are: -  
 

(a) the security of capital; and 
(b) the liquidity of its investments. 

 
The Authority aims to achieve the optimum return on its investments commensurate with 
proper levels of security and liquidity.   Credit risk arises from deposits with banks and 
financial institutions, as well as credit exposures to the Authority’s customers.  The 
Authority has an investment list of banks and other financial institutions which is based 
on current credit ratings and value of assets and permits a maximum investment per 
institution of £10m.   
 
NPTCBC uses Fitch ratings to derive its counterparty criteria. All credit ratings are 
continually monitored and all changes are alerted by its adviser’s creditworthiness 
service.  If a downgrade results in the counterparty/investment scheme no longer meeting 
the Authority’s minimum criteria, its further use as a new investment is withdrawn 
immediately. 
 
The Authority’s policy allows investments up to a maximum total of £25m for periods of 
more than 1 year and up to 5 years.  

 
As at 31st March 2008 the Authority had the following deposits which are for periods of 
more than one year: 

 
  Amount Date 

Arranged 
Maturity 

Date Rate 

 
12-month callable deposit 

    

National Australia Bank £2.0m 15 June 07 15 June 10 5.48% 
6-month callable deposits     
HSBC Bank Ltd £5.0m 16 Aug 05 16 Feb 09 5.05% 
HSBC Bank Ltd  £3.0m 20 Oct 06 20 Oct 10 5.18% 
TOTAL £10.0m    

 
Nature and Extent of Risks Arising from Financial Instruments 
 
The Authority’s activities expose itself to a variety of financial risks: 
 
1. Credit risk – the possibility that other parties might fail to pay amounts due to the 

Authority. 
2. Liquidity Risk – the possibility that the Authority  might not have funds available to 

meet its commitments to make payments. 
3. Market Risk – the possibility that financial loss might arise for the Authority as a 

result of changes in such measures as interest rates and stock market movements. 
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The Authority’s overall risk management programme focuses on the unpredictability of 
financial markets and seeks to minimise potential adverse effects on the resources 
available to fund services.  Risk management is carried out by a treasury team, under 
policies approved by the Board in the annual treasury management strategy.  The strategy 
provides written principles for areas such as interest rate risk, credit risk and the 
investment of surplus cash. 

 
Liquidity Risk 
 
As the Authority has ready access to borrowings from the Public Works Loans Board 
there is no significant risk that it will be unable to raise finance to meet its commitments 
under financial instruments.  Instead, the risk is that the Authority will be bound to 
replenish a significant proportion of its borrowings at a time of unfavourable interest 
rates.  The profile of the borrowings is constantly under review so that loans can be 
repaid early and replaced with new loans when it is in our economic favour to do so. 
 
Interest Rate Risk 
 
The Authority is exposed to risk in terms of exposure to interest rate movements on its 
borrowings and investments.  Movements in interest rates have a complex impact on the 
Authority.  For instance, a rise in interest rates would have the following effects: 

 
• Borrowings at variable rates – the interest expense charged to the Income and 

Expenditure Account will rise. 
• Borrowings at fixed rates – the fair value of the liabilities will fall. 
• Investments at variable rates – the interest income credited to the Income and 

Expenditure account will rise. 
• Investments at fixed rates – the fair value of the assets will fall. 

 
Borrowings are shown at carrying value and not fair value, so nominal gains and losses 
on fixed rate borrowings do not impact on the Accounts.   
 
The Treasury Management Team actively assess interest rate exposure together with the 
appropriate time to enter into new borrowings and feeds the projected figures for interest 
payable and receivable into budgets.   
 
Price Risk 
 
The Authority does not hold equity investments thus no exposure to movements in the 
price of shares. 
 
Foreign Exchange Risk 
 
The Authority has no financial assets or liabilities denominated in foreign currencies and 
thus has no exposure to loss arising from movements in foreign exchange.   
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NOTES TO THE CASHFLOW STATEMENT 
 
43. RECONCILIATION OF (SURPLUS)/DEFICIT TO NET CASH FLOW  
 

2006/07 
       £’000 

 2007/08 
       £’000 

   
4,422 Revenue (Surplus)/Deficit (3,121) 
(798) Housing (Surplus)/Deficit (1,081) 

   
 Non Cash Transactions  

921 Contribution (to)/from Provision            465 
(4,978) Contribution (to)/from Reserves (5,053) 
(6,201) Minimum Revenue Provision/Debt Premium (7,445) 
(1,325) Capital Expenditure charged in-year to Council Fund (5,726) 

(773) Miscellaneous Revenue/Working Balances            665 
   
 Items on an Accrual Basis  

(56) Increase/(Decrease) in Stock             60 
(7,956) Increase/(Decrease)in Debtors      12,378 
(4,982) (Increase)/Decrease in Creditors (2,769) 

   
 Items in Another Cashflow Heading  

3,631 Interest on Balances        4,201 
(10,862) Interest charged to Services (9,412) 

   
(28,957) Net Cash Inflow from Revenue Activities (16,838) 

 
44. FINANCING & MANAGEMENT OF LIQUID RESOURCES 
 

 Balance 
1/4/07 

Cash 
Outflow 

Cash 
Inflow 

Other 
Changes 

Balance 
31/3/08 

        £’000 £’000       £’000     £’000       £’000 
 

Temporary Investments 
 

     55,000 238,440 (221,200) (5,000)     67,240 

Long Term Borrowing 
 

(169,647)          - (40,000)     1,346 (208,301) 

Short Term Borrowing 
 

(5,721) 5,546 (1,031) (1,346) (2,552) 

 (120,368) 243,986 (262,231) (5,000) (143,613) 
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45a. RECONCILIATION OF NET CASHFLOW TO MOVEMENT IN NET DEBT  

 
  

       £’000 
 
       £’000
 

Increase in cash in the period       8,652 
Cash to Repay Loans       5,546 
Cash from New Loans (41,031) 
Cash used to increase Liquid Resources     12,240 
Increase in Net Debt  (14,593)
Net Debt 1/4/07  (133,789)
Net Debt 31/3/08  (148,382)

 
45b. ANALYSIS OF CHANGES IN NET DEBT 
 

  
1/4/07 

 
Cashflow 

Other 
Changes 

 
31/3/08 

          £’000 
 

         £’000 
 

         £’000 
 

         £’000 
 

Schools/Officers Cash          1,620             356             -          1,976 
Cash and Bank  (15,041)          8,296             - (6,745) 
Long Term Borrowing (169,647) (40,000)          1,346 (208,301) 
Short Term Borrowing (5,721)          4,515 (1,346) (2,552) 
Temporary Investments 
 

       55,000        17,240 (5,000)        67,240 

 (133,789) (9,593) (5,000) (148,382) 

 
46. GOVERNMENT GRANTS 
 

2006/07   2007/08 
£’000   £’000 

 
143,798  Revenue Support Grant 150,000 
45,453  DSS Grants for Benefits 47,857 
26,457  Other 

 
30,725 

215,708  Total Government Grants 228,582 
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HOUSING REVENUE ACCOUNT 
INCOME & EXPENDITURE ACCOUNT 

 
2006/07 

        £’000 
  2007/08

      
£’000 

 INCOME   
(23,942) Dwelling Rents  (25,173) 

(18) Non-dwelling Rents  (4) 
(637) Charges for Services and Facilities  (608) 

           - Major Repair Allowance  (6,200) 
    

(24,597) Total Income  (31,985) 
    
 EXPENDITURE   

     10,243 Repairs and Maintenance (Note 1)     17,515 
       4,745 Supervision and Management      5,049 
            26 Rents, Rates, Taxes and Other Charges           26 
       5,026 Negative Housing Revenue Account Subsidy Payable      5,182 
       8,479 Depreciation and Impairment of Fixed Assets (Note 2)      8,364 
            22 Debt Management Costs             3 
          214 Increase in Bad Debt Provision (Note 3)         141 
    
     28,755 Total Expenditure     36,280 

    

       4,158 Net Cost of HRA Services per Authority Income and 
Expenditure Account 

      4,295 

    

         490 
 

HRA Services Share of Corporate and Democratic Core         497 

   
       4,648 Net Cost of HRA Services       4,792 

    

-  (Gain)/Loss on Sale of HRA Fixed Assets  (117)
       2,381 Interest Payable and Similar Charges       2,033 
          205 Amortisation of Premiums and Discounts          - 

(432) 
 

Interest and Investment Income  (520)

       6,802 Net (Surplus)/Deficit for the Year        6,188 
 

STATEMENT OF MOVEMENT ON HRA BALANCE 
 

2006/07 
£’000 

 2007/08
£’000

        6,802 (Surplus)/Deficit for the year on the HRA Income & Expenditure 
Account 

    6,188 

(7,600) Net additional amount required by statute to be debited/(credited) to the 
HRA Balance for the year (see page 48) 

  (7,269) 

(798) (Increase)/Decrease in the HRA Balance  (1,081)
   

(7,638) 
 

HRA Surplus brought forward  (8,436)

(8,436) HRA Surplus carried forward  (9,517)
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NOTE TO THE STATEMENT OF MOVEMENT  

ON THE HRA BALANCE 
 

2006/07 
        £’000 

  2007/08
      
£’000 

    
 Items included in the HRA Income and Expenditure 

Account but required to be excluded when 
determining the movement on HRA Balance for the 
year 

  

(8,479) Depreciation, Impairment and Revaluation of Fixed 
Assets 

 (7,811) 

         - Gain or Loss on Sale of HRA Fixed Assets to Capital 
Receipts Account 

        117 

          - Fixed Assets – Non Added Value to Capital Adjustment 
Account 

 (1,720) 

         - Value of Assets disposed to Capital Adjustment Account  (1,841) 
         - Proceeds from assets disposed to Capital Receipts 

Account 
     1,841 

(8,479)  
Items not included in the HRA Income and 
Expenditure Account but required to be included 
when determining the movement on HRA Balance for 
the year 

 (9,414) 

         879 Minimum Revenue Provision         804 
         - Capital Expenditure financed by the HRA      1,230 
         - Annual release of debt premium         111 

(7,600)   (7,269) 
 
         - 

Transfers (to)/from the HRA balance that are 
required to be taken into account when determining 
the movement on the HRA balance for the year 
 

  
         - 

(7,600) Net additional amount required by statute to be 
debited/(credited) to the HRA Balance for the year  (7,269) 
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NOTES TO THE HOUSING REVENUE ACCOUNT  
INCOME & EXPENDITURE ACCOUNT 

 
 
 

The Housing Revenue Account (HRA) has been prepared in accordance with the provisions of 
the Local Government Act 2003.   
 
1. REPAIRS AND MAINTENANCE 

 
 For 2007/08 this includes £7.9m of Capital Expenditure that did not add value to Capital 

Assets. 
 

2. DEPRECIATION AND IMPAIRMENT OF FIXED ASSETS 
 
 This is a measure of the rate at which the economic benefits inherent in fixed assets are 

being consumed. 
 

2006/07  2007/08
£’000  £’000
8,473 Operational Assets (inc. Dwellings) 8,360

6 Operational Assets (other land & buildings/plant/ vehicles) 4
             - Non-operational Assets              - 

8,479  8,364
 
3 BAD DEBTS PROVISIONS 
 
 The bad debts provisions total £1.3m at 31st March 2008 (£1.2m at 31st March 2007).  
 
4. PENSION COSTS/FRS17 
 
 The pension costs included within the Housing Revenue Account are the actual 

contributions paid to the City & County of Swansea Pension Fund by the Authority as all 
charges made to the account are prescribed by statute. 

 
5. SUMMARY OF TOTAL CAPITAL EXPENDITURE AND FINANCING 
 
 During 2007/08 £7.9m of Capital Expenditure was incurred for HRA purposes and was 

financed from: 
 

Source of Finance £m 
Reserves 1.230 
Usable Capital Receipts 0.489 
Major Repairs Allowance Grant 6.200 
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6. SUMMARY OF TOTAL CAPITAL RECEIPTS 
 
 During 2007/08, £1.958m of capital receipts were received in relation to HRA Assets: 
 

 £m 
Sale of Council Houses 1.958 
Sale of Land        - 
Other sales        - 

 
7. RENT ARREARS 
 
 At 31st March 2008, gross rent arrears as a proportion of gross rent income was 4.53% 

(4.07% at 31/3/07). 
 
 Arrears as at 31st March 2008 are £1,104,000 (£981,000 at 31/3/07). 
 
 Amounts written off in the year amounted to £8,100 (£5,593 in 2006/07). 
 
8. HOUSING STOCK 
 
 The Authority was responsible for managing 9,319 dwellings during 2007/08.  The stock 

was made up as follows: 
 

1 Bedroom Dwellings 1,019 
2 Bedroom Dwellings 3,052 
3 Bedroom Dwellings 4,737 
4 Bedroom Dwellings 59 
Sheltered Homes 
 

452 

Stock as at 31st March 2008 9,319 
 
9. FURTHER INFORMATION 
 
 Under the Local Government Act 2003, the Authority is required to publish information 

for tenants including performance indicators on the housing service.  This “Tenants 
Report” is available from the Housing Directorate at the Civic Centre, Port Talbot. 
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THE STATEMENT ON THE SYSTEM OF INTERNAL CONTROL 
 
1. Scope of Responsibility 

 
 Neath Port Talbot County 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 and 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 its 
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 

to eliminate all risk of failure to achieve policies, aims and objectives; 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 Neath Port Talbot County Borough 

Council for the year ended 31st March 2008 and up to the date of approval of the annual 
report and accounts. 

 
3. The Internal Control Environment 

 
 The key elements of the Council’s internal control environment involve the following 

arrangements: 
 
 Establishing and Monitoring the Achievement of the Council’s Objectives 

• The Council, with its partners from the public, business and voluntary sectors, has 
developed a Community Plan which sets out a shared vision for Neath Port Talbot up 
to 2015.  The Plan includes objectives and targets to be achieved by 2009.  Progress 
in implementing the Plan and monitoring performance against the targets is 
monitored on a quarterly basis by the Community Plan Strategic Steering Group and 
reported to all Community Plan partners (over 150 organisations) at an annual 
seminar. 

• The Council also produces an Annual Performance Plan which is intended to deliver 
the Council’s aims and objectives and its contribution to achieving the Community 
Plan.  Regular progress reports on the implementation of the Plan are submitted to 
Cabinet Boards and Scrutiny Committees. 

• The Council has a Citizens Panel of approx 1200 residents of the County Borough 
who provide their views and opinions on a wide range of issues on a regular basis.  
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• Each service of the Council produces an annual business plan with associated targets 
and performance measures.  These plans are “signed off” by the relevant Cabinet 
Member and many of them are monitored by Cabinet Boards and Scrutiny 
Committees. 

• The Council has adopted a risk management strategy part of which is a risk 
assessment tool that is completed as part of the business planning process.  The risks 
identified, which can include the risk of failing to improve, are then included in 
business plans or the Council’s improvement programme, together with details of 
mitigation arrangements.  A corporate risk register is also maintained. 

 
 The Facilitation of Policy and Decision Making 

• The Council has agreed 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. 

• The full Council, comprising of all 64 Members, has the final responsibility for 
determining key policies and the annual Budget/Council Tax, on receipt of proposals 
from the Executive. 

• The Executive is the part of the Council which is responsible for taking most 
decisions. The Executive has to make decisions which are in line with the Council’s 
Policy and Budget framework. That Framework is recommended by the Executive to 
full Council.  If the Executive wishes to make a decision which is outside the Policy 
or Budget framework, this must be subject to the agreement of the full Council. 

• The Constitution sets out a scheme of decision-taking delegation to Officers, whether 
in respect of executive functions or “non-executive” functions (usually of a 
regulatory nature). 

• The Council has a Senior Officer Management Team comprising the Chief Executive 
and the four Corporate Directors.  All strategic/corporate issues are co-ordinated 
through this Group, with recommendations then to the Executive. 

• The Council has in place a medium term financial plan which incorporates the 
budget setting and budget monitoring processes for the Authority’s revenue and 
capital plans.  

 
 Ensuring Compliance with Established Policies, Procedures, Laws and Regulations: 

• The Council has adopted a code of corporate governance. Adherence to the code is 
monitored on an annual basis by the Council’s Internal Audit section. 

• The roles of the Chief Financial Officer and the Monitoring Officer are clearly 
defined.  

• The Council Maintains an Internal Audit service which works in compliance with the 
CIPFA Code of Practice for Internal Audit in Local Government. 

• The Council has a sound working relationship with its external auditors.  
• Functions which are not the responsibility of the Executive are classed as “non-

executive” and have their own Committees such as Planning and Licensing.  There 
are also other Committees appointed by the Council i.e. Personnel Committee, Audit 
Committee, Appeals Committee and Standards Committee. 

• The Council continues to develop its risk management policy and procedures in 
partnership with its external consultants.  

• Apart from the Council having the final responsibility for determining the Policy and 
Budget framework, and in respect of certain other reserved issues, all other functions 
are delegated for decision purposes under the Constitution, to the Executive, or to 
Regulatory/Other Committees, or to Officers.  All such decisions are open to 
inspection. 
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 The Economical, Effective and Efficient Use of Resources and Securing Continuous 
Improvement as required by the Best Value Duty 
• Reviews of Council services are carried out by external auditors, external inspection 

teams, Internal Audit, Corporate Improvement Team and individual managers who 
are responsible for service delivery. For 2008 the Authority has established a Change 
Management Division who will coordinate, support and encourage service 
improvements and better use of resources. 

• Wales Programme for Improvement and risk assessment processes identify and 
incorporate key improvement priorities across all service areas.  

• The work of the Internal Audit section is based upon a risk based five year strategic 
audit plan that covers all areas of the Council’s operations and reports on the 
economical, effective and efficient use of resources. 

 
 The Financial Management of the Authority and the Reporting of Financial Management 

• The financial management arrangements of the Council are set out in the constitution 
and financial regulations  

• The Director of Finance & Corporate Services is the designated Section 151 officer  
• Arrangements for setting and monitoring the budget are well established at officer 

and member level.  
• Regular financial monitoring reports are submitted to each Cabinet Board and to 

their relevant Scrutiny Committee. 
 
 The Performance Management of the Authority and the Reporting of Performance 

Management 
• Performance management arrangements are embedded in the Council’s business 

planning processes whereby each service sets annual targets against a range of 
performance indicators.  Performance is monitored regularly by service managers, 
senior management, Cabinet Boards and Scrutiny Committees. 

  
4. Review of Effectiveness 

 
 Neath Port Talbot County Borough Council has responsibility for conducting, at least 

annually, a review of the effectiveness of the system of internal control. This review is 
informed by the work of the internal auditors and also, the senior managers within the 
Authority who have responsibility for the development and maintenance of the internal 
control environment. The review is further informed by comments made by the external 
auditors and other review agencies and inspectorates. 

 
 The following elements constitute the basis of the annual review of the effectiveness of 

the system of internal control: 
 

The Constitution 
 

 The Constitution itself provides that the Chief Executive and the Head of Legal and 
Democratic Services and Monitoring Officer are required to monitor and review the 
operation of the Constitution, and to report to Council at least annually on any proposed 
changes. 



 

 

 
Internal Audit 

 
The fundamental role of Internal Audit is to undertake risk based reviews of the 
Council’s systems of internal and financial control; these include an annual review of the 
operation of the Authority’s Code of Corporate Governance. The Internal Audit Service 
is accountable to the Council’s Audit Committee which meets quarterly and has a 
detailed work programme for the year ahead.  The performance of the Internal Audit 
section in carrying out this role is reviewed and reported upon by the Authority’s external 
auditors.  Internal Audit provide an annual report to the Audit Committee on the 
effectiveness of internal control arrangements. 
 

 Performance management reporting framework is established as detailed previously.  
 
 In addition to Internal and External Audit Reviews, the services of the Authority are 

subject to other external scrutiny arrangements.  These include support from the Wales 
Audit Office in conducting internal service reviews/improvements and inspections from a 
range of inspection agencies, such as Estyn and SSIW. 

 
 Significant Internal Control Issues  

 
There have been no significant breaches of internal control during the year. However, the 
following were identified in the Authority’s Improvement Plan as high risk areas and 
were actively managed during the financial year:  

 
• Financial position arising from Welsh Assembly Government funding levels, the 

economy, grant funding and the need to achieve budgetary savings. 
• Management of change including people management issues, the impact of job 

evaluation and other service improvements. 
• The legal and financial issues regarding the waste disposal arrangements. 
• Improving the management of the Authority’s assets. 
• Implementing a new Financial Information System 
• Meeting the requirements of the Welsh Housing Quality Standard. 

 
 

Signed on behalf of the Authority: 
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Electronic Publication 
 
The maintenance and integrity of the Neath Port Talbot County Borough Council web site is the 
responsibility of the Intranet Administrator; the work carried out by the auditors does not involve 
consideration of these matters and, accordingly, the auditors accept no responsibility for any 
changes that may have occurred to the financial statements since there were initially presented 
on the web site. 
 
Legislation in the United Kingdom governing the preparation and dissemination of financial 
statements may differ from legislation in other jurisdictions. 
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GLOSSARY OF TERMS 

 
The Statement of Accounts contains a number of technical terms which will not be familiar to 
the lay person.  To assist the reader of the accounts, a number of these terms have been explained 
using non technical jargon. 
 
Actuary An actuary is a qualified person who works out insurance and pension 

fund valuations, taking into account relevant factors such as trends in 
insurance claims and life expectancy. 
 

Authority Neath Port Talbot County Borough Council 
 

Balance Sheet A statement listing all assets and liabilities of the Authority at the 31st 
March. 
 

Borrowing Can be short (less than 1 year to maturity) or long (more than 1 year to 
maturity) term and representing monies loaned to the Authority by third 
parties. 
 

Budget A budget is the spending plan for the financial year in question i.e. 
2007/08. 
 

Capital Adjustment 
Account 
 

An account that wholly relates to capital and fixed asset transactions.  
This includes the application of capital monies e.g. capital grants to 
finance the capital schemes of the Authority and to manage the disposal 
of fixed assets. 
 

Capital Expenditure Representing expenditure on fixed assets which will be used by the 
Authority over many years to provide services e.g. buildings. 
 

Capital Receipts Are proceeds from the sale of fixed assets e.g. land or buildings. 
 

Cashflow Statement A statement that records all movements in cash during the year for both 
revenue activities and capital activities. 
 

Contingent Asset 
 

This is a possible asset that arises from past events but whose existence 
will only be confirmed after an uncertain future event e.g. the outcome of 
a court case. 
 

Contingent Liability This is used to record a possible financial cost of a past event but which 
will only be confirmed by the occurrence of one or more uncertain future 
events e.g. the outcome of a legal case.  Unlike a provision, no amounts 
are set aside in the accounts, only a note explaining the relevant facts. 
 

Creditor Someone who is owed money for goods or services provided to the 
Authority. 
 

Current Assets Assets that are short term and are considered to be liquid by nature i.e. 
cash, stocks, debtors. 
 

Current Liabilities Liabilities that are short term (less than one year). 
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Debtor Someone who owes money for goods or services provided by the 

Authority. 
 

Deferred Charges This represents expenditure which does not result in, or remain matched 
with, assets controlled by the Authority. 
 

Depreciation Representing the theoretical reduction in value of assets due to their wear 
and tear in providing services to the Authority. 
 

Direct Revenue 
Financing 

A contribution made from the revenue accounts during the financial year 
to help pay for capital projects. 
 

Financial Year This is the accounting period, starting on 1st April and finishing on 31st 
March in the following year.  For 2007/08, it runs from 1/4/07 to 31/3/08. 
 

Finance Leases A method whereby capital assets are financed over a number of years by 
means of annual payments to a leasing company.  The ownership of the 
asset by Neath Port Talbot CBC is deemed to have taken place at the start 
of the lease arrangement. 
 

Financial Instruments 
Adjustment Account 
 

An account which is used to manage the loan interest charged to the 
Council Fund in accordance with financial reporting standards 25, 26 & 
29. 
 

Fixed Assets These are long term assets which are used for more than 1 year. 
 

Fixed Assets: Non 
Added Value 

This is where capital expenditure on an asset does not alter the book value 
of the asset e.g. window replacement. 
 

Government Grants Assistance by Government and inter-government agencies and similar 
bodies, whether local, national or international usually in the form of 
cash. 
 

Government Grants 
Deferred 

These are grants received from Government or other bodies towards the 
cost of a capital scheme or asset.  When depreciation on this scheme or 
asset is then charged to a revenue account, the grant is released to the 
revenue account to offset the depreciation charged. 
 

Housing Revenue 
Account Income and 
Expenditure Account 
 

This account contains all expenditure and income in relation to the 
Authority’s Council Dwellings including Council Houses. 
 

Impairment This happens when fixed asset values change significantly due to changes 
in circumstances.  It can occur if there is a significant change in a fixed 
asset’s market value or significant physical damage e.g. fire.  The cost of 
impairment is charged to the revenue account in the year it occurs. 
 

Income and 
Expenditure Account 

This account records day to day spending and income e.g. salaries, wages, 
running costs etc on all revenue services of the Authority. 
 

Investments Can be short (less than 1 year to maturity) or long (more than 1 year to 
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maturity) term and representing surplus funds of the Authority invested 
with third parties. 
 

Minimum Revenue 
Provision (MRP) 

A minimum annual charge that has to be made to the revenue accounts to 
systematically reduce the principal element of loans which have been 
raised and used to pay for capital schemes. 
 

National Non 
Domestic Rates 
(NNDR) 

Also known as the Business Rate, it is the charge occupiers of business 
premises pay to finance part of the Authority’s revenue spending.  The 
charge is based on the rateable value of the business premises. 
 

Operating Leases A method of paying for the use of capital assets e.g. vehicles by means of 
annual payments to a leasing company over a number of years.  The 
leasing company retains ownership of the asset during and at the end of 
the lease agreement. 
 

Precepts Precepts are levied on the Authority by non-billing organisations e.g. 
police, community councils to enable them to cover their costs in the 
performance of their services or duties. 
 

Pension Liability 
(FRS17) 

This represents the indebtedness of the Authority in relation to the 
retirement benefits due to its employees, after allowing for the 
Authority’s share of investments in the Pension Fund. 
 

Pension Reserve 
(FRS17) 

This reserve matches the pension liability and is charged with the gain or 
loss which arises when the pension fund Actuary revalues the assets and 
liabilities within the pension fund each year. 
 
It also ensures that the charge made to the Income and Expenditure 
Account under FRS17 is replaced with the pension cost required to be 
made for Council Tax purposes. 
 

Provision Is an amount set aside in the accounts for a past event which is likely to 
incur a financial cost some time in the future. 
 

Public Works Loans 
Board (PWLB) 

This is a Government Agency which provides longer term loans to local 
authorities at preferential rates of interest. 
 

Related Party 
Transactions 

These are disclosed to highlight any relationships that may exist between 
the Authority and third parties which may materially affect or influence 
the way the Authority or third parties are able to operate. 
 

Reserves These are sums set aside to meet future expenditure.  They may be 
earmarked to fund specific expenditure or be held as general reserves to 
fund non specific future expenditure. 
 

Revaluation Reserve 
 

This reserve is used to record changes in fixed asset values from 1st April 
2007. 
 

Revenue Support 
Grant 

This is the principal source of finance from Central Government towards 
revenue expenditure incurred for non Council housing purposes. 
 

Stocks These are raw materials that are used in carrying out services e.g. bricks, 
nails etc.  The value of these items which have not been used at 31st 
March are shown as current assets in the balance sheet. 
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Trust Funds These are monies not belonging to the Authority that are administered by 

the Authority on behalf of third party individuals or organisations. 
 

Wales Audit Office A body that independently examines the activities of the Authority. 
 

Work in Progress This represents the value of work done on unfinished projects at the date 
of the balance sheet (31st March). 
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