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East London Waste Authority
Financial Statements
For The Year Ended 31 March 2006
PREFACE
This publication presents the Authority’s Accounts for the year ended 31st March 2006. Its
purpose is to give clear and concise information about the financial affairs of the Authority to
both Members of the Authority and the Public.
Any enquiries about the Accounts or the requests for further financial information should be
addressed to the Finance Director, Lynton House, 255-259 High Road, Ilford, Essex, IG1 1NN.
EXPLANATORY FOREWORD
The accounts for 2005/06 are set out on the following pages and consist of:
• The Balance Sheet on page 18 is a summary of the Authority’s financial position at 31st
March 2006.
• The Revenue Account on page 19 summarises the costs of the services provided by the
Authority. It also shows how these costs are met from Service Income, Government Grants
and the Levy Income.
• The Cash Flow Statement on page 20 shows the total cash received by the Authority and
how it was used.
• The Statement of Total Movement in Reserves on page 21 brings together all the gains and
losses in 2005/06 separating the movements between revenue and capital reserves.
The Authority’s Accounts are accompanied by explanatory notes.
The Finance Director’s Statement on page 2 identifies the more significant matters included
within the Authority’s Accounts and provides a summary of the Authority’s overall financial
position.
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East London Waste Authority
Financial Statements For The Year Ended 31 March 2006
Finance Director’s Statement
Introduction
The East London Waste Authority (ELWA) was created by Regulations made under the Local
Government Act 1985. From 1 April 1986, ELWA assumed responsibility for the disposal of
waste arising in the area covered by the London Boroughs of Barking and Dagenham,
Havering, Newham and Redbridge. Under the Environmental Protection Act 1990, the
Government required ELWA to put its waste disposal functions out to tender.
The financial statements on the following pages set out the Authority’s financial position for the
year to 31 March 2006. Further information on the nature and purposes of the Authority’s
expenditure is contained in the annual Revenue and Capital Budgets.
Revenue Account
The Authority’s position at different points during the year is summarised below.
Original
Budget
(£’000)
29,803

Revise
d
Budget
(£’000)
29,803

Actual
(£’000)
29,803

(24,880)

(23,465)

(22,140)

Contribution to Reserves (see below)

4,923

6,338

7,663

Contribution to PFI Contract Reserve

4,923

4,923

4,923

-

1,415

2,740

4,923

6,338

7,663

Levy Raised
Less:
Net Revenue Expenditure (inc. Contingency
and Contribution from Revenue Reserve)

Contribution to Revenue Reserve

The Original Budget was set in February 2005 and revised in February 2006.
A new requirement was introduced with effect from 1st April 2005, to account for Landfill
Allowances. This results in significant new items in this year’s Financial Statements.
The variances from the Original Budget were primarily due to lower Integrated Waste
Management Service (IWMS)/Private Finance Initiative (PFI) Contract payments than
anticipated as a result of less than expected waste volumes during the year. In addition, there
was a credit taken into account for unused Landfill Allowances, extra income from bank
interest due to higher than expected revenue balances and a one-off planning refund. Also, the
Contingency sums set aside for the potential financial impact of increased waste volumes, new
regulations and initiatives and costs in respect of closed landfill sites were not utilised during
the year, as any calls on the Contingency were contained within existing budgets or savings
from the lower than expected waste volumes.
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The levels of the year end Cash balances are relatively high due principally to the surplus on
the Revenue Account for the year and the building of the PFI Contract Reserve for future
utilisation.
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East London Waste Authority
Financial Statements For The Year Ended 31 March 2006
Finance Director’s Statement (Continued)
Capital Programme/Borrowing Facilities
Since the introduction of the Prudential Code in 2004, the Authority can set its capital spending
limit as long as it is affordable, sustainable and prudent. The Local Government and Housing
Act 1989 specifies that all new capital receipts generated from the sale of non-housing land,
buildings and other assets are available to finance capital expenditure.
ELWA can borrow for any purpose for which it is legally entitled to incur expenditure. Loans
can be raised for new capital requirements, to replace maturing debt and also to meet shortterm revenue cash flow deficits.
ELWA Operations
ELWA transferred its principal operations and contracts to Shanks Waste Services Limited as
part of the 25-year IWMS Contract partly backed by PFI funding in December 2002. Since then
ELWA’s limited operational responsibilities have been in relation to its closed landfill sites.
Conclusion
I would like to thank all the staff and colleagues in the four Constituent Councils for their
continued support in the production of these financial statements.
G. PEARCE

Signed

G Pearce, BA, CPFA
Finance Director

Dated

22nd September 2006
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East London Waste Authority
Statement of Responsibilities for the Statement of Accounts
For The Year Ended 31 March 2006
The Authority’s Responsibilities
The Authority is required:
• to make arrangements for the proper administration of its financial affairs and to ensure that
one of its officers has the responsibility for the administration of those affairs. In this
Authority, that officer is the Finance Director;
• to manage its affairs to secure economic, efficient and effective use of resources and
safeguard its assets;
• to approve the Statement of Accounts.
The Finance Director’s Responsibilities
The Finance Director 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 31 March
2006.
In preparing this Statement of Accounts, the Finance Director confirms that he has: • selected suitable accounting policies and then applied them consistently,
• made judgements and estimates that were reasonable and prudent,
• complied with the Code,
• kept proper accounting records which were up to date,
• taken reasonable steps for the prevention and detection of fraud and other irregularities.
I certify that the Statement of Accounts, the Revenue Account and the Balance Sheet
present fairly the Authority’s income and expenditure for the year ended 31 March 2006
and the Authority’s financial position as at 31 March 2006.
G. PEARCE

M. McKENZIE

Signed

G Pearce
Finance Director

Signed

Councillor Milton McKenzie
Chairman

Dated

22nd September 2006

Dated

22nd September 2006
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East London Waste Authority
Statement on the System of Internal Control
For The Year Ended 31 March 2006
1.

Introduction
The Accounts and Audit Regulations (England) 2003 require the Authority to be
responsible for ensuring that its financial management is adequate and effective and
that it has a sound system of internal control which facilitates the effective exercise of
its functions and which includes arrangements for the management of risk. Coupled
with this the Authority now has responsibility for conducting, at least annually, a
review of the effectiveness of the system of internal control and for including a
Statement on Internal Control (SIC), prepared in accordance with proper practices,
with its published accounts.
Robust internal control arrangements are in place in ELWA. These arrangements
include the following: Waste Management Strategy, governance arrangements,
standing orders, internal audit, financial regulations, performance monitoring and
other personnel related procedures. Without such existing arrangements the Authority
could not effectively conduct its business. The SIC is intended to ensure that such
arrangements are reviewed to provide assurance of their soundness and, at the same
time, provide and early warning system for areas requiring action.
The internal control regime has been evaluated as described in the following section
below. On the basis of their evaluation, the Directors’ overall view is that internal
control is generally sound as described in the following sections and that there are no
major control risks. However, further work needs to be carried out in respect of a few
areas of minor control weaknesses.

2.

Scope of Responsibility
The East London Waste Authority 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 Authority 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 Authority is also responsible for ensuring
that there is a sound system of internal control which facilitates the effective exercise
of the Authority’s functions and which includes arrangements for the management of
risk.

3.

Financial Systems
The Authority uses the financial systems of all four of its Constituent Councils for
processing its transactions but primarily those of the London Borough of Redbridge.
Consequently, the Authority’s system of internal financial control is heavily reliant on
the internal financial control systems within its four Constituent Councils, especially
those of the London Borough of Redbridge.
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East London Waste Authority
Statement on the System of Internal Control (continued)
For The Year Ended 31 March 2006
The Chief Auditor for the London Borough of Redbridge is authorised to co-ordinate
the completion of a programme of audit reviews within the Authority and each
Constituent Council.
4.

The Purpose of the System of Internal Control
The system of internal control is designed to manage such 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 Authority’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 the Authority for the year ended
31 March 2006 and up to the date of the publication of the Statement of Accounts
and accords with proper practice.

5.

The Internal Control Environment
The key elements of the internal control environment include the following:
•

establishing and monitoring of the Authority's objectives

•

having appropriate arrangements for policy and decision making

•

ensuring compliance with established policies, procedures, laws and
regulations

•

having appropriate systems of financial management and internal
financial control

•

performance management and reporting

•

maintaining a review of effectiveness

Establishing and monitoring of the Authority's objectives
The Authority operates in a complex environment, providing community leadership
and working with partners to deliver a joined up service within the area of the four
Constituent Councils. The Authority’s Waste Management Strategy is kept under
review and is used to:
•

Set objectives and targets

•

Review progress and performance

•

Set best value and value for money plans

•

Help manage and plan better services
6

East London Waste Authority
Statement on the System of Internal Control (continued)
For The Year Ended 31 March 2006
Policy and decision making
The Authority has an agreed Constitution which details how the Authority operates,
how decisions are made and the procedures which are to be followed to ensure that
these are efficient, transparent and accountable to local people. Members are
responsible for major decisions. Key decisions required are published in advance and
the vast majority are discussed in a meeting open to the public. All decisions must be
in line with the Authority's overall policies and budget. Any decisions that designated
officers wish to take outside the Budget or Policy framework must be referred to
Members as a whole to decide.
Currently, overall management arrangements for the Authority include the following:
a)

ELWA operates from one office with five full-time trained and experienced staff
who are either seconded from the Boroughs (or agency). This unit reports to the
Management Board of one Director from each Constituent Council and to the
Authority (directly);

b)

the activities of ELWA staff are monitored by the Boroughs, by Internal Audit and
by External Audit; and

c)

there is one major service (waste disposal) which is contracted out and
comprehensively documented in accordance with PFI guidance.

Compliance with established policies, procedures, laws and regulations
The Authority has a duty to ensure that it acts in accordance with the law and various
regulations in the performance of its functions. It has developed policies and
procedures for its officers to ensure that, as far as is possible, all officers understand
their responsibilities both to the Authority and to the public. Key documents include
the Constitution, which includes the Scheme of Delegations, Standing Orders, and
Financial Regulations. These are available to all officers via the Authority's website.
The Constitution is reviewed and revised as necessary. There is guidance on a range
of topics such as Data Protection, ICT Security, Whistleblowing and Fraud. All
policies are subject to internal review to ensure these are adequately maintained. The
Authority keeps staff aware of changes in policy and new legislation as necessary, by
a variety of documentation, attending seminars, and other means, and where
appropriate arranging training for relevant officers.
Statutory instruments setting out the roles and responsibilities of the Authority, in
terms of both what it can and cannot do, are all reflected in the Authority’s
Constitution. This is overseen by both the Managing Director and the Authority’s
Legal Advisor. The management of, and adherence to, the Authority's wider statutory
obligations rely heavily on devolved working arrangements. There is provision for
further advice from Finance and Legal Services within Constituent Councils as
required.
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East London Waste Authority
Statement on the System of Internal Control (continued)
For The Year Ended 31 March 2006
Fundamental to the system of internal control is the requirement to develop and
maintain robust systems for identifying and evaluating all principal risks to the
achievement of the Authority's objectives and ensuring that the control framework
includes controls to mitigate those risks.
The Authority has access to effective operational risk management practices in
professional disciplines, (e.g. financial management, health and safety). The Authority
takes the subject of risk management seriously and is aware that there is more work
to be done in codifying risk management across all the activities of the Authority.
This should enable consistent practice to be followed.
Securing Value for Money and continuous improvement
The Authority maintained robust budgetary monitoring and control processes during
the year to ensure that financial resources were being used to their best advantage,
including regular management reporting to the Management Board and Members.
Service planning is linked to financial planning, with increased expenditure in any
area being approved by the Members through the annual levy setting process.
Increased expenditure is allocated in line with the Authority's policy priorities and
contractual obligations. The element of challenge is encouraged as part of regular
routines including Management Board and Member meetings and comparison with
other waste authorities also taking place through consideration of comparative
information and engagement in benchmarking.
The Authority's Best Value duty i.e. the economic, effective and efficient use of
resources is subject to independent review through the work of both External and
Internal Audit.
Financial Management and Internal Financial Control
The Finance Director has responsibility for ensuring that an effective system of
internal financial control is functioning. The system of internal financial control can
provide only reasonable and not absolute assurance that assets are safeguarded,
that transactions are authorised and properly recorded, and that material errors or
irregularities are either prevented or would be detected within a timely period.
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East London Waste Authority
Statement on the System of Internal Control (continued)
For The Year Ended 31 March 2006
The system of internal financial control is based on a framework of regular
management information, financial regulations, administrative procedures (including
segregation of duties), management supervision, and a system of delegation and
accountability. Officers within the Authority and Constituent Councils undertake
development and maintenance of the system. In particular, the system includes:
•

comprehensive budgeting systems;

•

regular review of periodic and annual financial reporting;

•

setting targets to measure financial and other performance;

•

anti fraud and corruption workshops, the re-launch of “whistle blowing”
arrangements and the finalisation of the Fraud Response Plan.

Internal audit is an independent appraisal function that acts as a control by
measuring, evaluating and reporting upon the effectiveness of internal controls,
financial and others, as a contribution to the efficient use of resources within the
Authority.
The Annual Audit Plan is used to set out the cyclical coverage of fundamental
financial systems and other audits. This plan is based on the identification of the
Authority's systems and activities to be audited, each assessed for risk. The delivery
of the previous year’s plan is also used to identify and learn from any trends that
might be established. Work relating to prevention and detection of fraud and
corruption is integrated into this audit planning process. Internal Audit focuses mainly
on meeting the basic regularity and probity threshold.
Internal Audit operates to defined standards as set out in the Chartered Institute of
Public Finance (CIPFA) Code of Practice for Internal Audit in Local Government; its
audit reviews provide an independent opinion on the adequacy and effectiveness of
the system of internal financial control. Each audit is reported to the appropriate level
of management together with agreed action plans where appropriate. The Chief
Auditor for the London Borough of Redbridge is empowered to report any matter of
concern and reports on the outcomes of the annual programme of audit work to
Management Board and Members.
Performance Management and Reporting
The fundamentals of performance management are becoming increasingly
embedded in the way the Authority operates. There is:
•

An established reporting process in place to link strategic aims with operational
functions

•

performance in individual areas is reported to Management Board and Members.
This information is also available to the public through printed reports and via
related web sites, and by the publication of a Best Value Performance Plan
containing key performance data.
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East London Waste Authority
Statement on the System of Internal Control (continued)
For The Year Ended 31 March 2006
6.

Review of Effectiveness
The Authority has responsibility for conducting, at least annually, a review of the
effectiveness of the system of internal control. The review of the effectiveness of the
system of internal control is informed by the work of the internal auditors within the
Constituent Councils and senior managers within the Authority who have
responsibility for the development and maintenance of the internal control
environment, and also by comments made by the external auditors in their annual
audit letter and other reports.
The Authority’s review of the effectiveness of the system of internal financial control
is informed by:
•

The Authority procedures and management structure set out in the Constitution;

•

The responsibilities of designated officers within the Authority;

•

Regular performance reporting to the Management Board and the Authority
covering finance and key performance information;

•

The findings of the external auditors in their annual audit letter and other reports;

•

The provision of an effective internal audit function within the Constituent
Councils;

The Chief Auditor for the London Borough of Redbridge and External Audit (the Audit
Commission) operate a joint working arrangement to maximise the effectiveness of
the audit scrutiny of the Authority. In accordance with the Audit Commission’s Code
of Audit Practice, the Audit Commission may place reliance upon Internal Audit’s
work in the assessment of risk, core accounting processes, and the effectiveness of
internal control. An effective Internal Audit function is a core part of the Authority’s
arrangements to ensure the proper conduct of its financial affairs. Audit priorities are
risk based and agreed with the Finance Director, following consultation with the
designated officers and External Audit as part of the annual planning process.
Internal audit operates to the following standards of service:
•

CIPFA Code of Practice for Internal Audit in Local Government in the UK;

•

Auditing guidelines of the CCAB;

•

Codes of ethics and standards of the Institute of Internal Auditors
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East London Waste Authority
Statement on the System of Internal Control (continued)
For The Year Ended 31 March 2006
The Chief Auditor for the London Borough of Redbridge is authorised to complete a
programme of audit reviews within the Authority. To assist in the accomplishment of
this programme, the Financial Regulations of the Authority and the Constituent
Councils give authority for Internal Auditors to have full, free and unrestricted access
to all its assets, records, documents, correspondence and personnel for the purposes
of that audit. Recommendations arising from the work of both internal and external
auditors are discussed and agreed with management, including acceptable
timescales for their implementation. The Chief Auditor for the London Borough of
Redbridge reports on the outcomes of the annual programme of audit work to
Management Board and Members. The annual report by the Auditor contains a view
on the adequacy and effectiveness of the system of internal controls.
To support and reinforce the routine review processes such as internal audit, the
Executive Director and his officers used a Key Controls Diagnostic checklist,
consisting of around sixty lines of enquiry, to undertake a review of the adequacy and
effectiveness of our internal control arrangements grouped in the following areas:
•

Risk Management

•

Organisational Processes

•

Operational Management

•

Finance

•

Compliance Issues

For controls to be considered sound the officers sought to identify evidence to
substantiate this. Similarly where further work was considered necessary actions
have been identified. Other key documents such as the audit reports and risk
assessment registers have also been used as part of the process for producing this
Statement.
Following the commencement of the IWMS/PFI Contract in December 2002, there
have been and there will continue to be some changes in the way that the financial
management of the Authority is conducted. While some of these changes remain to
be considered, it is likely that they will be largely modeled on the systems of internal
financial control within the London Borough of Redbridge. Internal Audit within the
London Borough of Redbridge will contribute to these ongoing developments to
ensure the adequacy and effectiveness of the new arrangements especially in
relation to the management and monitoring of the IWMS/PFI Contract.
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East London Waste Authority
Statement on the System of Internal Control (continued)
For The Year Ended 31 March 2006
7.

Improvements during the year
The Authority has strengthened its focus on strategic direction by reviewing its Waste
Management Strategy and approving (in conjunction with Constituent Councils) a
new Joint Waste Management Strategy.
The Authority has demonstrated
significantly improved recycling performances while staying within budget.
Operationally, significant progress has been made towards meeting its diversion from
landfill objectives by the commissioning of the first large scale, mechanical, biological
treatment plants in the UK. The Authority and the IWMS/PFI project continues to be a
focus of considerable national attention and ELWA and Shanks have hosted a
number of visits including Government Ministers and representatives of the Institute
of Waste Management.

8.

Statement of Internal Control
We have been advised on the implications of the review of the effectiveness of
internal control, and plan to address weaknesses and ensure continuous
improvement of the system is in place.
Based upon the review of the effectiveness of internal control the areas of weakness
below have been identified. In our opinion, these are not significant and do not have
a material impact upon the figures presented in the Statement of Accounts. These
areas are being addressed and will be kept under review over the next few years.
There is also an appropriate mechanism in place to identify areas of weakness within
specific services and to take corrective action, through implementation of
recommended actions from Internal and External Audit reports, Best Value
Improvement Plans and Performance Management arrangements.
There are no major areas of internal control weakness. However, minor areas
requiring review include the monitoring of complaints, contract monitoring and the
formalisation of risk management processes.
M. Mckenzie

R. Whiteman

Councillor Milton McKenzie
Chair

Robert Whiteman
Managing Director

Date: 22nd September 2006

Date: 22nd September 2006
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East London Waste Authority
Auditors’ Report to the Authority
For The Year Ended 31 March 2006

Independent auditors’ report to the Members of East London Waste Authority
Opinion on the financial statements
I have audited the financial statements of the East London Waste Authority for the year ended
31 March 2006 under the Audit Commission Act 1998, which comprise the Revenue Account,
the Balance Sheet, the Statement of Total Movement in Reserves, the Cash Flow Statement,
and the related notes. These financial statements have been prepared under the accounting
policies set out within them.
This report is made solely to East London Waste Authority (the Authority) in accordance with
Part II of the Audit Commission Act 1998 and for no other purpose, as set out in paragraph 36
of the Statement of Responsibilities of Auditors and of Audited Bodies, prepared by the Audit
Commission.
Respective responsibilities of the Finance Director and auditors
The Finance Director’s responsibilities for the preparing the financial statements in accordance
with applicable laws and regulations and the Statement of Recommended Practice on Local
Authority Accounting in the United Kingdom 2005 are set out in the Statement of
Responsibilities.
My responsibility is to audit the financial statements in accordance with relevant legal and
regulatory requirements and the International Standards on Auditing (UK and Ireland).
I report to you my opinion as to whether the financial statements present fairly the financial
position of the Authority in accordance with applicable laws and regulations and the Statement
of Recommended Practice on Local Authority Accounting in the United Kingdom 2005.
I review whether the statement on internal control reflects compliance with CIPFA’s guidance
‘The Statement on Internal Control in Local Government: Meeting the Requirements of the
Accounts and Audit Regulations 2003’ published on 2 April 2004. I report if it does not comply
with proper practices specified by CIPFA or if the statement is misleading or inconsistent with
other information I am aware of from our audit of the financial statements. I am not required to
consider, nor have I considered, whether the statement on internal control covers all risks and
controls. I am also not required to form an opinion on the effectiveness of the Authority’s
corporate governance procedures or its risk and control procedures.
I read the other information published with the financial statements, and consider whether it is
consistent with the audited financial statements. This other information comprises only the
Explanatory Foreword. I consider the implications for my report if I become aware of any
apparent misstatements or material inconsistencies with the financial statements. My
responsibilities do not extend to any other information.

East London Waste Authority
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Auditors’ Report to the Authority (continued)
For The Year Ended 31 March 2006

Basis of audit opinion
I conducted my audit in accordance with the Audit Commission Act 1998, the Code of Audit
Practice issued by the Audit Commission and the International Standards on Auditing (UK and
Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test basis,
of evidence relevant to the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgments made by the Authority in
the preparation of the financial statements, and of whether the accounting policies are
appropriate to the Authority’s circumstances, consistently applied and adequately disclosed.
I planned and performed my audit so as to obtain all the information and explanations which I
considered necessary in order to provide me with sufficient evidence to give reasonable
assurance that the financial statements are free from material misstatement, whether caused
by fraud or other irregularity or error. In forming my opinion, I also evaluated the overall
adequacy of the presentation of the information in the financial statements.
Opinion
In my opinion, the financial statements present fairly, in accordance with applicable laws and
regulations and the Statement of Recommended Practice on Local Authority Accounting in the
United Kingdom 2005, the financial position of the Authority as at 31 March 2006 and its
income and expenditure for the year then ended.
JON HAYES
Signature: ……………………………………

Date: 26 September 2006

Jon Hayes
District Auditor
Audit Commission
1st Floor
Millbank Tower
Millbank
LONDON
SW1P 4HQ
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Auditors’ Report to the Authority (continued)
For The Year Ended 31 March 2006

Conclusion on arrangements for securing economy, efficiency and effectiveness in the
use of resources
Authority’s Responsibilities
The Authority is responsible for putting in place proper arrangements to secure economy,
efficiency and effectiveness in its use of resources, to ensure proper stewardship and
governance, and to regularly review the adequacy and effectiveness of these arrangements.
Under the Local Government Act 1999, the Authority is required to prepare and publish a best
value performance plan summarising the Authority’s assessment of its performance and
position in relation to its statutory duty to make arrangements to ensure continuous
improvement in the way in which its functions are exercised, having regard to a combination of
economy, efficiency and effectiveness.
Auditor’s Responsibilities
I am required by the Audit Commission Act 1998 to be satisfied that proper arrangements have
been made by the Authority for securing economy, efficiency and effectiveness in its use of
resources. The Code of Audit Practice issued by the Audit Commission requires me to report
to you my conclusion in relation to proper arrangements, having regard to relevant criteria
specified by the Audit Commission for principal local authorities. I report if significant matters
have come to my attention which prevent me from concluding that the Authority has made
such proper arrangements. I am not required to consider, nor have I considered, whether all
aspects of the Authority’s arrangements for securing economy, efficiency and effectiveness in
its use of resources are operating effectively.
I am required by section 7 of the Local Government Act 1999 to carry out an audit of the
Authority’s best value performance plan and issue a report:
• certifying that I have done so;
• stating whether I believe that the Plan has been prepared and published in accordance
with statutory requirements set out in section 6 of the Local Government Act 1999 and
statutory guidance; and
• where relevant, making any recommendations under section 7 of Local Government Act
1999.
Conclusion
I have undertaken my audit in accordance with the Code of Audit Practice and I am satisfied
that, having regard to the criteria for principal local authorities specified by the Audit
Commission and published in July 2005, in all significant respects. East London Waste
Authority made proper arrangements to secure economy, efficiency and effectiveness in its
use of resources for the year ended 31 March 2006.
Best Value Performance Plan
I issued my statutory report on the audit of the Authority’s best value performance plan for the
financial year 2005/06 on 30 November 2005. I did not identify any matters to be reported to
the Authority and did not make any recommendations on procedures in relation to the Plan.
14
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Auditors’ Report to the Authority (continued)

For The Year Ended 31 March 2006

Certificate
I certify that I have completed the audit of the accounts in accordance with the requirements of
the Audit Commission Act 1988 and the Code of Audit Practice issued by Audit Commission.
JON HAYES
Signature: ……………………………………

Date: 26 September 2006

Jon Hayes
District Auditor
Audit Commission
1st Floor
Millbank Tower
Millbank
LONDON
SW1P 4HQ

14A

East London Waste Authority
Statement of Accounting Policies
For The Year Ended 31 March 2006
1

General Principles
The accounts have been prepared in accordance with the Code of Practice on Local
Authority Accounting 2005 issued by the Chartered Institute of Public Finance and
Accountancy (CIPFA) on the application of Statements of Standard Accounting Practice
(SSAPs) and Financial Reporting Standards (FRSs). In addition, the accounts follow the
Accounts and Audit Regulations 2003 under the Local Government Finance Act 1982
and the Local Government Housing Act 1989 that defines proper practices to be
observed.

2

Accruals Basis Of Accounting
The Accounts have been prepared on the normal accruals basis whereby debtors and
creditors are included in the balance sheet in respect of goods supplied and services
rendered but not paid for at the 31 March.

3

Fixed Assets
All expenditure on the acquisition, creation or enhancement of fixed assets is capitalised
on an accruals basis in the accounts. Expenditure on fixed assets is capitalised provided
that the fixed asset yields benefits to the Authority and the service it provides, for a period
of more than one year. This excludes expenditure on routine repairs and maintenance of
fixed assets which is charged direct to the revenue account.
Fixed assets are valued on the basis recommended by CIPFA and in accordance with
the Statements of Asset Valuation Principles and Guidance Notes issued by the Royal
Institution of Chartered Surveyors (RICS). Fixed assets are classified into the groupings
required by the 2005 Code of Practice on Local Authority Accounting. Land, operational
properties and other operational assets are included in the balance sheet at the lower of
net current replacement cost and net realisable value.
Re-valuations of fixed assets are planned at five yearly intervals, although material
changes to assets valuations will be adjusted in the interim period, as they occur.
Assets acquired under finance leases are capitalised in the Authority’s Accounts,
together with the liability to pay future rentals.
In 2002/03, under the terms of the IWMS/PFI Contract, ELWA transferred its operational
land, buildings and fixed plant (via a 25 year lease) and its mobile plant for nil
consideration to ELWA Limited. The leased assets will revert to the Authority at nil cost at
the end of the Contract. On the grounds of prudence, Directors assumed no residual
value for these assets at the end of the 25-year Contract term. Consequently, the full net
book value of these fixed assets was written-off against Capital Reserves. As a result,
the fixed assets are shown at £nil as at 31st March 2005 and 2006.
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East London Waste Authority
Statement of Accounting Policies (continued)
For The Year Ended 31 March 2006
4

Charges to Revenue
External interest payable (charged on an accruals basis) and the provision for
depreciation are charged to the Asset Management Revenue Account (AMRA), which is
also credited with capital charges charged to services. Capital charges therefore have a
neutral impact on the Levy amounts required to be raised from Constituent Councils.
There were no capital charges for the year ended 31st March 2006 as the value of fixed
assets was £Nil as at 31st March 2005 and 2006.
Amounts set aside from revenue for the repayment of external loans to finance capital
expenditure or as transfers to other reserves are disclosed separately as appropriations
on the face of the Revenue Account, below net operating expenditure.

5

Value Added Tax
All expenditure and income figures in the Accounts are stated exclusive of Value Added
Tax.

6

7

Reserves
a)

A Capital Reserve exists primarily to enable expenditure to be financed without the
need to borrow or use capital receipts.

b)

The PFI Contract Reserve has been set-up in pursuance of the Authority’s agreed
policy to match income and expenditure in respect of the IWMS/PFI Contract. The
reserve will ensure a smoother levy profile by avoiding exceptional levy increases
especially in years when, under the terms of the IWMS/PFI Contract, the cost is
expected to be subject to significant stepped increases to meet higher recycling and
recovery targets.

c)

The Capital Financing Account is a non-cash backed reserve, which represents
amounts set aside from revenue resources and capital receipts to finance
expenditure on fixed assets and also for the repayment of external loans and certain
other capital financing transactions.

d)

Other Reserves have been established to finance future expenditure.

Disposal of Assets
Income from the disposal of fixed assets is credited to the Usable Capital Receipts
Reserves and can be wholly used to finance capital expenditure. The balance on this
Reserve was £Nil as at 31st March 2005 and 2006.

East London Waste Authority
Statement of Accounting Policies (continued)
For The Year Ended 31 March 2006
8

Stocks
The Authority holds no stocks or work in progress. The cost of all materials is charged to
the Revenue Account when they are purchased.

9

Redemption Of Debt
ELWA’s Treasury Management function is administered by the London Borough of
Redbridge on behalf of ELWA. The Local Government and Housing Act 1989 requires
that a Minimum Revenue Provision be charged to Revenue and set aside for the
repayment of debt.

10

Financial Relationship Between The Authority And Constituent Councils
The Authority’s day to day operations are run on an agency basis utilising resources from
the London Boroughs of Barking & Dagenham, Havering, Newham and Redbridge.

11

Deferred Consideration
This represents the notional deferred consideration originally valued at £8.4 million from
the transfer of fixed assets to ELWA Limited as part of the IWMS/PFI Contract. This will
be written-off to the Capital Financing Account via the Revenue Account over the 25 year
Contract period on a straight-line basis.

12

Government Grants and Contributions
Government Grants and other contributions are accounted for on an accruals basis and
recognised in the accounting statements when the conditions for their receipt have been
complied with and there is reasonable assurance that the grant or contribution will be
received.

13

Landfill Allowances
In accordance with CIPFA’s Code of Practice on Local Authority Accounting Bulletin 64,
there is a new requirement with effect from 1st April 2005, to account for Landfill
Allowances at the lower of cost and net realisable value. This results in significant new
items in this year’s Financial Statements.

East London Waste Authority
Balance Sheet
As At 31 March 2006
The Balance Sheet reflects the Authority’s position at the end of the year for all activities and
services.

Note

2006
£’000
£’000

2005
£’000
£’000

8,10

-

-

Fixed Assets
Operational Assets
Deferred Consideration

11

7,329

7,666

Long Term Investments

10,16

3,000

-

10,329

7,666

Total Long Term Assets
Current Assets
Debtors
Investments

12

8,255

3,226

10,16

22,372

16,253

30,627

19,479

(129)

-

-

(54)

(9,919)

(3,471)

(10,048)

(3,525)

Current Liabilities
Short Term Borrowing

14,24

Cash Overdrawn
Creditors

13

Net Current Assets

20,579

15,954

Total Assets less Current Liabilities

30,908

23,620

(2,144)

(2,273)

28,764

21,347

Long Term Borrowing

15,24

Total Assets less Liabilities

Capital Financing Account

17

5,693

5,939

Capital Reserve

19

400

400

PFI Contract Reserve

18

12,817

7,894

9,854

7,114

28,764

21,347

Revenue Reserve
Total Equity

East London Waste Authority
Revenue Account
For The Year Ended 31 March 2006
The Revenue Account shows the final outturn expenditure and income of the Authority’s services for
the year.
2005/06

2004/05

Note

£’000

£’000

6

634

565

Premises Related Expenditure

73

209

Transport Related Expenditure

1

11

30,192

27,111

Third Party Payments

1,108

1,063

Landfill Allowances - Expenditure

5,494

-

37,502

28,959

Commercial Waste Charges

3,027

2,692

PFI Grant

4,923

5,128

342

11

6,043

-

14,335

7,831

23,167

21,128

218

217

(999)

(511)

22,386

20,834

Contributions from Capital Financing Account

(246)

(242)

Contribution to PFI Contract Reserve

4,923

5,128

Amount to be met from the Levy

27,063

25,720

Income from the Levy

29,803

28,415

Surplus for the year

2,740

2,695

Revenue Balance

£’000

£’000

As at 1.4.2005

7,114

4,419

Add: Surplus for the year

2,740

2,695

As at 31.3.2006

9,854

7,114

Expenditure
Employee and Support Services

Supplies and Services

1

Less: Income

Other Income
Landfill Allowances - Income

Net Cost of Services
Net Expenditure on the AMRA
Interest and Investment Income
Net Operating Expenditure

2

Appropriations

East London Waste Authority
Cash Flow Statement
For The Year Ended 31 March 2006
The Cash Flow Statement summarises the inflows and outflows of cash arising from
transactions with third parties for revenue and capital purposes.
2005/06
£’000

2004/05
£’000

357
29,621
29,978

399
27,550
27,949

29,803
4,923
3,387
38,113

28,415
6,463
1,382
36,260

21

8,135

8,311

2

(217)

(217)

1,255

-

(3,000)

-

6,173

8,094

Note
Revenue Activities
Cash Outflows
Cash Paid to and on behalf of Employees
Other Operating Costs
Cash Inflows
Precept Receipts
Other Government Grants
Cash Received for Goods & Services

Revenue Activities Net Cash Inflow
Returns on Investment and Servicing of Finance
Cash Outflows
Loan Interest Paid
Cash Inflows
Interest Received
Capital Activities
Cash Outflows
Long Term Investments

6

7

16

Net Cash Inflow before Financing
Management of Liquid Resources
Net increase in Short Term Investments

22

(6,119)

(16,253)

Increase in Cash

23

54

(8,159)

East London Waste Authority
Statement of Total Movements in Reserves
For The Year Ended 31 March 2006
This Statement brings together all the recognised gains and losses of the Authority during the
financial year. The Statement separates the movements between revenue and capital
reserves.
CAPITAL

REVENUE

Capital
Financing

Capital
Reserve

Revenue
Reserve

Total

Account
£’000

PFI
Contract
Reserve

£’000

£’000

£’000

£’000

5,939

400

7,894

7,114

21,347

Contribution from Revenue
Account

-

-

4,923

-

4,923

Net surplus for year

-

-

-

2,740

2,740

Contributions to Revenue Account

(246)

-

-

-

(246)

Balance at 31.3.2006

5,693

400

12,817

9,854

28,764

Balance at 1.4.2005

East London Waste Authority
Notes To The Financial Statements
For The Year Ended 31 March 2006
1

Revenue Account
The Supplies and Services expenditure includes the following:
2006
£’000

2005
£’000

31

28

Auditor fees – Audit of Accounts
2

Transactions on the Asset Management Revenue Account
The Asset Management Revenue Account is credited with notional charges made to
services for the capital employed in the delivery of services. It is debited with actual
capital financing costs incurred during the year. The balance on the account is then
transferred back to the Revenue Account to ensure that the notional charges for capital
do not impact on the level of the Levy.
2006
£’000

2005
£’000

-

-

Provision for depreciation

-

-

External interest charges

218

217

Balance to Consolidated Revenue Account

218

217

Income
Capital Charges
Expenditure

3

Minimum Revenue Provision
The Local Government and Housing Act 1989 requires the Authority to charge the
Revenue Account a minimum revenue provision (MRP) for the repayment of external
loans. The provision is shown under the Appropriation Account in the Revenue Account.
The details of the MRP for 2005/06 are shown below:

Non-housing (4% of Capital Financing Requirement)
Amount charged as depreciation
Adjustment to Revenue Account – Appropriation

4

2006
£’000

2005
£’000

91

95

-

-

91

95

91

95

Leasing
No new finance leases were entered into during 2005/06 (2004/05: None).

East London Waste Authority
Notes To The Financial Statements (continued)
For The Year Ended 31 March 2006
5

Publicity Account
Under Section 5(1) of the Local Government Act 1986, Authorities are required to
account separately for publicity. The details of relevant expenditure included in the
Revenue Account are as follows:

Promotions, Publications and Advertising
6

2006
£’000

2005
£’000

12

11

Officers’ Emoluments
The Authority itself does not have any employees. The four Constituent Boroughs, as
agents of the Authority, employ all staff working on the Authority’s activities. The number
of such full-time, seconded employees whose remuneration, excluding pension
contributions, was £50,000 or more, in bands of £10,000 were:

£50,000 to £59,999
£60,000 to £69,999
7

2006
Number

2005
Number

1
1

1
1

Analysis of Other Government Grants
The Cash Flow Statement includes the following Other Government Grants:

PFI Grant

2006
£’000

2005
£’000

4,923

6,463

4,923

6,463

East London Waste Authority
Notes To The Financial Statements (continued)
For The Year Ended 31 March 2006
8

9

Fixed Assets
a)

In 2002/03, under the terms of the IWMS/PFI Contract, ELWA transferred its land,
buildings and fixed plant (via a 25 year lease), and its mobile plant for nil
consideration to ELWA Limited. The leased assets will revert to the Authority at nil
cost at the end of the Contract. On the grounds of prudence, Directors assumed no
residual value for these assets at the end of the 25-year Contract term.
Consequently, the full net book value of these fixed assets was written-off against
both the Fixed Asset Restatement and Capital Financing Accounts. As a result, the
fixed assets are shown at £nil as at 31st March 2005 and 2006.

b)

All the Authority’s assets, except its Landfill sites, are valued on the bases of open
market value for the existing use and/or depreciated replacement cost on the
assumption that the properties will continue in the occupation of the Authority for the
foreseeable future, having regard to the prospect and viability of the continuance of
occupation. The Directors are of the opinion that the Authority’s Landfill sites, based
on current permitted land use, have a £nil value in accordance with professional
valuations undertaken during 2005/06.

Financing of New Capital Expenditure
The Authority incurred no new capital expenditure during the years ended 31 March 2005
and 2006.

10

Investments
a)

The Authority owns 1,500,000 £1 shares partly paid (0.1p per share) in Aveley
Methane Limited, whose principal activity is the utilisation of landfill gas including
electricity generation under the Government’s Non Fossil Fuel Obligation. Aveley
Methane Ltd is regarded by the Authority as an authorised
company
for
the
purposes of the Local Authority (Companies) Order 1995. The investment
was
transferred at nil value to the Authority as successor from the Greater
London
Council. This shareholding represents a holding of almost 50% of the total share
capital of Aveley Methane Limited and the Authority would be required to meet any
request for uncalled share capital that Aveley Methane Limited might make. The
Authority’s interest in Aveley Methane Limited is an important part of the
management of its closed landfill site at Aveley 1.

Loan repayable in more than one year
Less: Provision against loan

2006
£’000

2005
£’000

93
(93)

93
(93)

-

-

East London Waste Authority
Notes To The Financial Statements (continued)
For The Year Ended 31 March 2006

10

Investments (continued)
The net assets of Aveley Methane Limited as at 31 March 2006 were £95,876
(2004/05: Net Assets £91,678). The profit after taxation for the year ended
31
March 2006 was £4,198 (2004/05: Profit after taxation £3,893). The 2005/06 figures
are based on unsigned audited financial statements.
Copies of the financial statements of Aveley Methane Limited can be obtained from
Novera Energy Europe Limited, Mill Lane, Wingerworth, Chesterfield Derbyshire
S42 6NG.
b)

Until 23rd December 2002, the Authority owned 100% of the share capital of ELWA
Limited, its Local Authority Waste Disposal Company (LAWDC). As part of the
IWMS/PFI Contract, the Authority transferred all its equity shareholding to Shanks
Waste Services Limited on 23rd December 2002. Following the transfer, the
Authority owns 19 Class ‘A’ non-equity, voting shares in ELWA Limited with a
nominal value of £0.01p each. ELWA Limited commenced trading on 24th
December 2002 and its principal activity is the operation of waste disposal services
for ELWA.
The net liabilities of ELWA Limited as at 31 March 2006 were £3,879,000 (2004/05:
Net liabilities £2,822,000). The loss after taxation for the year ended 31 March 2006
was £1,057,000 (2004/05: Loss after taxation £1,194,000). These figures are based
on unsigned audited financial statements.
Copies of the financial statements of ELWA Limited can be obtained from Shanks
Waste Services Limited, Dunedin House, Auckland Park, Mount Farm, Milton
Keynes MK1 1BU.

11

c)

In the opinion of the Directors, the investments in Aveley Methane Limited and
ELWA Limited are not material interests for the purposes of Group Accounts as
defined in the Code of Practice on Local Authority Accounting (2004) and therefore,
there is no requirement to produce Group Accounts.

d)

Cash Investments are managed by the London Borough of Redbridge and held in
cash deposits on behalf of the Authority in accordance with the Authority’s Treasury
Management Strategy. Note 16 shows further details.

Deferred Consideration

Balance brought forward

2006
£’000
7,666

2005
£’000
8,003

Amount written-off in the year

(337)

(337)

Balance carried forward

7,329

7,666

East London Waste Authority
Notes To The Financial Statements (continued)
For The Year Ended 31 March 2006
12

Debtors

Landfill Usage Allowances

2006
£’000
6,043

2005
£’000
-

Commercial Waste Charges

1,175

1,535

701

644

Amounts due from Constituent Councils

16

503

Payments in advance – Land Lease Rentals

45

22

255

511

20

11

8,255

3,226

Liability to DEFRA for Landfill Usage

2006
£’000
5,494

2005
£’000
-

Amounts due to Constituent Councils

23

23

IWMS/PFI Contract payment

2,440

2,271

Tonne Mileage payments

1,371

706

Disposal and Recycling Credit payments

75

18

External Loan Interest payable

41

40

Employee and Support Costs

443

166

Sundry Creditors and Accruals

32

247

9,919

3,471

2006
£’000
129

2005
£’000
-

VAT

Bank Interest Receivable
Sundry Debtors

13

14

Creditors

Short Term Borrowing

Short Term Borrowing (repayable within 12 months)

East London Waste Authority
Notes To The Financial Statements (continued)
For The Year Ended 31 March 2006
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Long Term Borrowing
2006
£’000

2005
£’000

1 - 2 years

111

129

2 - 5 years

423

534

5 - 10 years

360

360

1,250

1,250

2,144

2,273

Analysis of Long Term Loans by Maturity
Maturing in:

More than 10 years

All long-term loans are with the Public Works Loans Board. The range of average interest
rates payable is between 8.1% to 10.5%.
16

17

Cash Investments
2006
£’000

2005
£’000

Short Term Deposits

22,372

16,253

Long Term Deposits

3,000
25,372

16,253

Capital Financing Account
The Statement of Total Movements in Reserves on page 21 shows an analysis of the
movement in the year on this Account.

18

PFI Contract Reserve
The Statement of Total Movements in Reserves on page 21 shows an analysis of the
movements in the year on this Reserve.

19

Capital Reserve
The Statement of Total Movements in Reserves on page 21 shows an analysis of the
movements in the year on this Reserve.

East London Waste Authority
Notes To The Financial Statements (continued)
For The Year Ended 31 March 2006
20

Provision for Credit Liabilities (Memorandum Account)
This account shows the sums which the Government requires the Authority to set aside
each year from revenue and from capital receipts to meet credit liabilities. The
accumulation of these provisions and their application to debt redemption is now
reflected in a memorandum account (as shown below) but the actual transactions are
recorded in the Fixed Assets and in the Capital Financing Account.

Balance brought forward
Minimum Revenue Provision
Repayment of external debt
Balance carried forward
21

2006
£’000
605

2005
£’000
510

91

95

-

-

696

605

Reconciliation of Net Surplus for the year to Net Cash Inflow from Operating
Activities
2006
£’000
2,740

2005
£’000
2,695

4,923

5,128

91

95

(5,029)

772

Increase/(Decrease) in Creditors

6,448

(596)

(Less)/Add: Servicing of Finance

(1,038)

217

8,135

8,311

2006
£’000
16,253

2005
£’000
-

6,119

16,253

22,372

16,253

Surplus for the year
Add: Items not involving transfer of funds
Contributions to Reserves
Minimum Revenue Provision
(Increase)/Decrease in Debtors

Net Cash Inflow from Operating Activities
22

Movements in Liquid Resources
Short Term Investments
Balance brought forward
Increase in year
Balance carried forward

East London Waste Authority

Notes To The Financial Statements (continued)
For The Year Ended 31 March 2006
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Movements in Cash
2006
£’000
(54)

2005
£’000
8,105

54

(8,159)

-

(54)

2006
£’000
2,273

2005
£’000
2,273

-

-

2,273

2,273

Short Term Borrowing

129

-

Long Term Borrowing

2,144
2,273

2,273
2,273

Balance brought forward
Net Cash Inflow/(Outflow) in year
Balance carried forward

24

Movement in Borrowing

Balance brought forward
Repayments in year
Balance carried forward

25

Related Party Disclosures
Since the 1st April 1986, ELWA has assumed the statutory responsibility for the disposal
of waste arising in the area covered by the London Boroughs of Barking & Dagenham,
Havering, Newham and Redbridge and has an interest in Aveley Methane Limited and
ELWA Limited. The material expenditure and income transactions with these related
parties are set out below.
2006
Exp

Inc

2005
Exp

Inc

£’000

£’000

£’000

£’000

Barking and Dagenham

365

6,166

316

5,538

Havering

983

8,533

260

8,792

Newham

348

9,728

197

7,986

Redbridge

710

8,403

566

8,791

-

-

-

-

29,801

-

26,563

-

London Boroughs of:

Aveley Methane Limited
ELWA Limited

East London Waste Authority
Notes To The Financial Statements (continued)
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Private Finance Initiative
The IWMS/PFI Contract, which commenced on 24th December 2002, is for 25 years and
had an initial annual value of approximately £25 million. ELWA Limited is implementing a
capital investment programme of more than £100 million in new waste management
facilities over the life of the contract. The designing, building, alteration, financing and
operation of the waste management facilities required for provision of the IWMS together
with any associated risks, will be the responsibility of ELWA Limited.
Based on the structure of contract, in the Authority’s opinion the accounting treatment is
to include no newly-created fixed assets on its balance sheet and consequently, there is
no obligation on it to provide credit cover for the construction of new facilities. The
Contract involves an agreed annual payment by ELWA to ELWA Limited from the
commencement of the IWMS. These payments have been treated as the equivalent of
revenue expenditure in the Authority’s Revenue Account. Based on original estimates the
total Contract payments, including annual inflation increases, would be £1,417 million
over the 25 year Contract period. The Government will provide PFI grant funding based
upon a National Credit Approval of £47 million, equivalent to approximately £85 million
over 25 years.

27

Post Balance Sheet Events
There have been no events since 31st March 2006 that require adjustments of, or
disclosure in, the accounts.

28

Contingent Liabilities
There are no material contingent liabilities as at 31st March 2006.

29

Pension Costs
The Authority itself does not have any employees. The four Constituent Boroughs, as
agents of the Authority, employ all staff working on the Authority’s activities and
participate in the Local Government Pension Scheme. Consequently, there are no
accounting or disclosure requirements on this Authority in respect of the application of
the Financial Reporting Standard (FRS) No. 17.

