
  Audit and Governance Committee 
 Agenda 

 
 
Date: 
Monday 29 June 2026 at 4.00 pm 
 
Venue: 
Council Chamber, Dunedin House, Columbia Drive, Thornaby TS17 6BJ 
 
 
Cllr Barry Woodhouse (Chair) 
Cllr Stefan Houghton (Vice-Chair) 
 
Cllr Carol Clark, Cllr Eileen Johnson, Cllr Mohammed Mazi, Cllr Ross Patterson, Cllr David 
Reynard, Cllr Mick Stoker and Cllr Marcus Vickers 
 
 

Agenda 
 

1.  Live Streaming  
 
This meeting will be filmed for live and / or subsequent broadcast on the Council’s website.  
The whole of the meeting will be filmed, except where there are confidential or exempt 
items, and the footage will be on the website for 12 months.  A copy of it will also be 
retained in accordance with the Council’s data retention policy. 

If you attend and make a representation to the meeting, you will be deemed to have 
consented to being filmed.  When admitted to the Council Chamber you are also 
consenting to being filmed and to the possible use of those images and sound recordings 
for livestreaming and / or training purposes.  If you do not wish to have your image 
captured, please contact Democratic Services prior to attending the meeting. 

If there are any technical difficulties with the livestreaming, the meeting will still proceed. 

 
2.  Evacuation Procedure (Pages 07 - 08) 

 
3.  Apologies for Absence  

 
4.  Declarations of Interest  

 
5.  Minutes (Pages 09 - 14) 

 
6.  Risk Register Management Report Update (Pages 15 - 20) 

 
7.  Health & Safety Report (Pages 21 - 22) 

 
8.  Internal Audit Annual Report (Pages 23 - 32) 

 
9.  Draft Annual Governance Statement (Pages 33 - 44) 

 
10.  Draft Annual Statements of Accounts 2025/2026 (Pages 45 - 142) 
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11.  External Audit Certificate Update 24/25  
 

12.  External Audit Strategy Memorandum 25/26 (Pages 143 - 168) 
 

13.  Any Other Business  
 

14.  Exclusion of the Press and Public  
 
RECOMMENDED that under Section 100A of Part 1 of Schedule 12A of the Local 
Government Act 1972, the press & public be excluded from the meeting on the 
grounds that it is likely to discuss exempt information as defined in Paragraph 3 of 
the Act. 
 

15.  Internal Annual Report Supplementary Work Appendix (Pages 169 - 176) 
 
 

 
 
Ged Morton 
Director of Corporate Services 
Friday 19 June 2026 
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Members of the Public - Rights to Attend Meeting 
 
With the exception of any item identified above as containing exempt or confidential information under the 
Local Government Act 1972 Section 100A(4), members of the public are entitled to attend this meeting 
and/or have access to the agenda papers. 
 
Persons wishing to obtain any further information on this meeting, including the opportunities available   for 
any member of the public to speak at the meeting; or for details of access to the meeting for disabled people, 
please. 
 
Contact:  John Devine, Democratic Services Officer on email john.devine@stockton.gov.uk 
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  Key – Declarable interests are :- 
  

●  Disclosable Pecuniary Interests (DPI’s) 
●  Other Registerable Interests (ORI’s) 
●  Non Registerable Interests (NRI’s) 
 

Members – Declaration of Interest Guidance 
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Table 1 - Disclosable Pecuniary Interests 

Subject Description 

Employment,  
office, trade,  
profession or  
vocation 

Any employment, office, trade, profession or vocation carried on for profit or gain 

Sponsorship 

Any payment or provision of any other financial benefit (other than from the council) 
made to the councillor during the previous 12-month period for expenses incurred by 
him/her in carrying out his/her duties as a councillor, or towards his/her election 
expenses. 
This includes any payment or financial benefit from a trade union within the meaning 
of the Trade Union and Labour Relations (Consolidation) Act 1992. 

Contracts 

Any contract made between the councillor or his/her spouse or civil partner or the 
person with whom the councillor is living as if they were spouses/civil partners (or a 
firm in which such person is a partner, or an incorporated body of which such person 
is a director* or  
 
a body that such person has a beneficial interest in the securities of*) and the council 
—  
(a) under which goods or services are to be provided or works are to be executed; 
and  
(b) which has not been fully discharged. 

Land and 
property 

Any beneficial interest in land which is within the area of the council.  
‘Land’ excludes an easement, servitude, interest or right in or over land which does 
not give the councillor or his/her spouse or civil partner or the person with whom the 
councillor is living as if they were spouses/ civil partners (alone or jointly with another) 
a right to occupy or to receive income. 

Licences 
Any licence (alone or jointly with others) to occupy land in the area of the council for a 
month or longer. 

Corporate 
tenancies 

Any tenancy where (to the councillor’s knowledge)—  
(a) the landlord is the council; and  
(b) the tenant is a body that the councillor, or his/her spouse or civil partner or the 
person with whom the councillor is living as if they were spouses/ civil partners is a 
partner of or a director* of or has a beneficial interest in the securities* of. 

Securities 

Any beneficial interest in securities* of a body where—     
(a) that body (to the councillor’s   knowledge) has a place of business or   land in the 
area of the council; and     
(b) either—     
(i) the total nominal value of the   securities* exceeds £25,000 or one hundredth of the 
total issued share capital of that body; or     
(ii)      if the share capital of that body is of more than one class, the total nominal 
value of the shares of any one class in which the councillor, or his/ her spouse or civil 
partner or the person with whom the councillor is living as if they were spouses/civil 
partners have a beneficial interest exceeds one hundredth of the total issued share 
capital of that class. 

* ‘director’ includes a member of the committee of management of an industrial and provident society. 
 
* ‘securities’ means shares, debentures, debenture stock, loan stock, bonds, units of a collective investment 
scheme within the meaning of the Financial Services and Markets Act 2000 and other securities of any 
description, other than money deposited with a building society. 
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Table 2 – Other Registerable Interest 

You must register as an Other Registrable Interest: 
 
a) any unpaid directorships 
 
b) any body of which you are a member or are in a position of general control or management and to which 
you are nominated or appointed by your authority  
 
c) any body  
 
(i) exercising functions of a public nature  
 
(ii) directed to charitable purposes or  
 
(iii) one of whose principal purposes includes the influence of public opinion or policy (including any political 
party or trade union) of which you are a member or in a position of general control or management 
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Council Chamber, Dunedin House 
Evacuation Procedure & Housekeeping 
 
In the event of an emergency alarm activation, everyone should immediately start 
to leave their workspace by the nearest available signed Exit route.  
 
The emergency exits are located via the doors on either side of the raised seating 
area at the front of the Council Chamber.  
 
Fires, explosions, and bomb threats are among the occurrences that may require 
the emergency evacuation of Dunedin House. Continuous sounding and flashing 
of the Fire Alarm is the signal to evacuate the building or upon instruction from a 
Fire Warden or a Manager.  
 
The Emergency Evacuation Assembly Point is in the overflow car park located 
across the road from Dunedin House.  
 
The allocated assembly point for the Council Chamber is: D2 
 
Map of the Emergency Evacuation Assembly Point - the overflow car park: 

 
All occupants must respond to the alarm signal by immediately initiating the 
evacuation procedure. 
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When the Alarm sounds: 
 

1. stop all activities immediately. Even if you believe it is a false alarm or 
practice drill, you MUST follow procedures to evacuate the building fully. 
 

2. follow directional EXIT signs to evacuate via the nearest safe exit in a 
calm and orderly manner. 
 

o do not stop to collect your belongings 
o close all doors as you leave 

 
3. steer clear of hazards. If evacuation becomes difficult via a chosen route 

because of smoke, flames or a blockage, re-enter the Chamber (if safe to 
do so). Continue the evacuation via the nearest safe exit route. 
 

4. proceed to the Evacuation Assembly Point. Move away from the 
building. Once you have exited the building, proceed to the main Evacuation 
Assembly Point immediately - located in the East Overflow Car Park. 
 

o do not assemble directly outside the building or on any main 
roadway, to ensure access for Emergency Services. 
 

5. await further instructions. 
 

o do not re-enter the building under any circumstances without 
an “all clear” which should only be given by the Incident Control 
Officer/Chief Fire Warden, Fire Warden or Manager. 

o do not leave the area without permission. 
o ensure all colleagues and visitors are accounted for. Notify a Fire 

Warden or Manager immediately if you have any concerns 
 
Toilets 
 
Toilets are located immediately outside the Council Chamber, accessed via the 
door at the back of the Chamber.  
 
Water Cooler 
 
A water cooler is available at the rear of the Council Chamber. 
 
Microphones 
 
During the meeting, members of the Committee, and officers in attendance, will 
have access to a microphone. Please use the microphones, when invited to speak 
by the Chair, to ensure you can be heard by the Committee and those in 
attendance at the meeting. 

Page 8



Audit and Governance Committee 

 
A meeting of Audit and Governance Committee was held on Monday 23rd February 
2026. 
 
Present: Cllr Barry Woodhouse (Chair), Cllr Stefan Houghton (Vice-

Chair), Cllr Carol Clark, Cllr Eileen Johnson, Cllr David 
Reynard, Cllr Mick Stoker and Cllr Marcus Vickers 

 
Officers: Andy Bryson, Andrew Barber and John Devine 
 
Also in attendance:   
 
Apologies:   
 
 

AGC/28/25 Evacuation Procedure 
 
The Evacuation Procedure was noted by Members. 
 

AGC/29/25 Declarations of Interest 
 
There were no declarations of interest. 
 

AGC/30/25 Minutes 
 
The Minutes of the meetings held on Monday 29th September 2025 and Monday 24th 
November 2025 were agreed as a true record. 

AGC/31/25 Hotel Annual Reports and Accounts 
 
Members were presented with the Directors Report, Independent Auditors Report and 
Financial Statements for the year ended 31 March 2025 for both Stockton Borough 
Holding Company Limited (SBHC) and Stockton Hotels Limited (SHC) provided to the 
to the shareholder (Stockton on Tees Borough Council). 

The Officer recommendations set out in the report was to Note the information 
presented in the annual report and financial statements for the year ending 31st March 
2025 for SBHC and SHC. And to note the publication of the full set of accounts on the 
Councils website.  

Members asked the following questions of Officers following the presentation of the 
report.  

What stress tests had been undertaken on the Hotels ability to repay any long-term 
loans that it had taken. Officers informed members that they would be able to share 
exact information following the meeting.  

Members then asked what the current trading losses of the hotel were and was there 
a timeline for the hotel to break even. Officers informed Members that financial year 
ending 31st March 205 showed a profit for the hotel of £365,903 (after tax), and that 
previous year’s financial reports were available online.  

Page 9

Agenda Item 5



Members also asked what procedures were in place for the FF&E (furniture, fixture, 
fittings and equipment) accounts that sit with the Council. Officers informed Members 
that the FF&E reserves were held by the Council on behalf of the Hotel Company. 
This reserve would be available for the Hotel to draw down to replace, substitute and 
add to the FF&E used in connection with hotel business. But as of 31st March 2025 
the balance of the fund totalled £491,739. There had also been no drawdown from the 
reserve to fund FF&E.  

Members AGREED to note the report and discussion. 

AGC/32/25 Company Governance – Shareholder Agreement 
 
Officers presented the Company Governance - Shareholder Agreement report to 
members, the report provided Members with an update on the development of a 
consolidated shareholders’ agreement covering Stockton Borough Holding Company 
Ltd (HoldCo) and Stockton Hotels Company Ltd (HotelCo).  

As stated in the report the agreement formalises and strengthens governance, 
transparency, financial oversight and assurance arrangements between the Council 
(as sole shareholder) and its wholly owned companies.  

Officers highlighted several sections of the report to members these were as follows:  

• The agreement confirms that shareholder functions remain the executive 
functions exercised by Cabinet in accordance with the Councils 
Constitution.  

• Routine shareholder matters are delegated and continue to be exercised by the 
Section 151 Officer under delegation.  

• The Agreement introduces enhanced financial discipline including rolling three-
year business planning, stress testing, liquidity safeguards linked to lease 
exposure, quarterly management reporting and early warning requirements. 

• The Agreement requires the companies to provide information necessary for 
the Council to comply with statutory transparency obligations including the 
Freedom of Information Act 2000 and the enhanced transparency reporting 
agreed by Full Council. 

Officers welcomed any comments from Members on the report before it was 
presented to Cabinet.  

Members AGREED to note the report. 

AGC/33/25 Group Accounts 
 
Members were presented with a proposal to exclude the Group Accounts element 
from the Council’s Annual Statement of Accounts from the 2025/26 financial year. 
Officers spoke on a number of sections in the report which are detailed below.  

• Since 2018/19 the Council has produced Group Accounts due to its 100% 
subsidiary holdings in Stockton Hotel Company Limited and Stockton 
Holding Company Limited.  

• Forvis Mazars in their commentary about the Group Audit in the Audit Strategy 
Memorandum report presented to the Committee in June 2025 they note the 
component transactions are expected to be around 1% of the group. 

Page 10



• The Audit Strategy Memorandum report presented by Forvis Mazars also noted 
that their audit fee will be increased to £376k for their work on 2024/25 
financial statements and the Public Sector Audit Appointments (PSAA) have 
noted that this fee will rise to £382k for the 2025/26 financial year. This fee 
includes a charge of approximately £10,500 for the work on the group 
element of the accounts. If agreed with Forvis Mazars and with PSAA then 
these fees would be saved in the future. 

• Delays in the audit of the Councils and Group Annual Statement of Accounts 
(linked to pension fund assurance and audit back log arrangements) in 
previous years has impacted on the reporting and filing requirements within 
the relevant deadlines. 

• The accounts for both companies (HoldCO & HotelCO) which are both provided 
to Company’s House on an annual basis were also now included on the 
Councils website for full transparency and accountability. These accounts 
provided more detailed information on the financial position on the 
companies than is required within the Group Accounts of the authority. The 
accounts which are more meaningful to the readers were also separately 
and fully audited by a local private firm of accountants for which a separate 
fee is charged.  

• The production of the annual statement of accounts was a complex and time-
consuming document to produce. The removal of the requirement to 
produce group accounts would save a significant amount of officer time in 
its production, reduce the length the document and make it easier to 
understand for the reader.   

Members AGREED to note the report. 

AGC/34/25 External Audit - Audit Completion Report 
 
Officers from Forvis Mazars presented the Audit Completion Report to Members, in it 
they highlighted Officers audit findings and conclusions for the Audit Completion 
Report for the year ended 31 March 2025.  

Officers reported that at the time of issuing of this report and subject to the satisfactory 
conclusion of the remaining audit work, Forvis Mazars anticipated issuing an 
unqualified opinion, without modification. This would be subject to the Pension Fund 
Assurance from the Teesside Pension Fund Auditors with no matters that affect the 
Council’s audit opinion. If that position changed members of committee would be 
notified through a follow-up letter.  

There were no anticipated significant weaknesses in arrangements to report to 
members in relation to the arrangements that the Council has in place to secure 
economy, efficiency and effectiveness in its use of resources. 

Members expressed their frustration at the delay from the Pension Fund which had 
caused Forvis Mazars to be delayed through no fault of their own.  

Members AGREED to note the report. 

AGC/35/25 Annual Statement of Accounts 2024/25 
 
Officers presented to Members the Councils Annual Statement of Accounts for 
2024/25. The report stated that it was a statutory requirement of the Accounts and 
Audit Regulations 2015 (as amended) that the audited 2024/25 Statement of Accounts 
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were approved by Members of the Committee and published on the Council’s website 
on or before the backstop date of 27th February 2026. In order to comply with the 
regulations, the Deputy Chief Executive & Director of Finance, Transformation and 
Performance and Chair of the Committee are required to sign the Statement of 
Responsibilities confirming the approval of the accounts and the authorisation to issue 
these as a public document. 

Officers informed members that as stated in the Forvis Mazars draft Audit Completion 
Report for 2024-2025, which was included in the meeting agenda papers, they were 
anticipating issuing an unqualified opinion on Stocktons (and group) accounts for the 
2024/25 financial year.  

Subject to receiving the Pension Fund Assurance from the Teesside Pension Fund 
Auditor’s, with no matters that affect the Councils audit opinion. If that position 
changed Members of the committee would be notified through a follow-up letter from 
Forvis Mazars.  

The recommendation outlined the report was for the Deputy Chief Executive & 
Director of Finance, Transformation and Performance and Chair of the Committee 
sign the Statement of Responsibilities confirming the approval of the accounts and the 
authorisation to issue these as a public document. 

Members Agreed the recommendation in the report. 

AGC/36/25 Annual Governance Statement 
 
Members were presented with the Annual Governance Statement for 2024/25, this 
report would be included alongside the Annual Statement of Accounts 2024/25 when 
they were published online.  

Members had previously been presented with a draft version in June 2025, Officers 
advised that there had been no changes made to the document since then.  

Members asked about the whistleblowing policy review mentioned in the report, and 
Officers explained that the policy was still in place but under review for improvements.  

Members AGREED to approve the Annual Governance Statement. 

AGC/37/25 Annual Report of the Audit Committee (Final) 
 
Members were presented with a report which informed the Committee of the work of 
the Audit and Governance Committee during the 1st October 2024 to 30th September 
2025 period. The Annual Report produced by the Chairman of the Audit and 
Governance Committee had been prepared in accordance with the “Audit 
Committees, Practical Guidance for Local Authorities” produced by the Chartered 
Institute of Public Finance and Accountancy (CIPFA) in 2018. 

The report demonstrated how the Audit and Governance Committee had fulfilled its 
key functions and how it was fully committed to helping to improve the Council’s 
governance and control environments. Members noted the report however the 
Chairman requested that Members contact him or Democratic services prior to the 
next scheduled meeting of the Audit and Governance Committee should they have 
any comments/queries. 

 RESOLVED that the report be noted. 
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AGC/38/25 Risk Management Update 
 
Officers were presented with the Risk Management Update report, the purpose of the 
report was to inform members of the current status of the Council’s strategic risks. The 
strategic risk registers primarily focussed on the achievement of objectives over the 
longer-term and could take a number of years to materialise. 

Assessment was based on information currently available and was used to evaluate 
the potential for future risk and as such would be regularly reviewed as more 
information became available. The assessment of the risk should not be used as an 
indication of current performance it was just one element considered as part of the 
wider assessment of risks, other examples included financial certainty or potential 
changes that may be outside of the Councils control.  

Officers highlighted that there were five risk areas with a red status they were as 
follows:   

• Risk of failure to deliver transformation projected had entered a new phase and 
was expected to drop down from red quickly.  

• Risk of not supporting SEND Children was undergoing a full audit to try and 
bridge the funding gap all members would be aware of.  

• Risk of failure to effectively manage and maintain Council owned land and 
property assets, this was explained through the Council having a number of 
assets that required maintenance but would hopefully be able to move those 
assets quickly.  

• Risk of failure to effectively deliver services within the agreed budget and to 
maintain a balanced MTFP, Members were all aware of the budget strains 
that the Council was experiencing. And the work that was taking place to 
change that.  

• Risk of not supporting children in our care to achieve appropriate outcomes in 
care.  

Members enquired about the other risks listed in the report and if they corresponded 
to how likely they were to move into the red zone. Officers explained that Risks were 
grouped by the department or owner of the risk section.  

Members AGREED to note the report. 

AGC/39/25 Internal Audit Activity Report 
 
Officers presented the Internal Audit Activity Report to members and noted that it 
would be the last time it would be presented in this format. A new system would be in 
place for the next meeting; Members were pleased to note that the switch would 
require no downtime for the system.  

Audit testing results break down work undertaken in the previous period to provide 
members with an update on where audit resources had been employed and the 
results of that work. This would highlight any concerns raised in the period.  

There had been 5 Red controls identified in the period. Members were reminded that 
testing frequencies were adjusted based on their status, controls rated as red were 
reviewed every 3 months. This may give the impression that the same issues were 
being raised each quarter whilst recommendations were actively being implemented, 
Officers monitored progress of implementation. The controls rated as Red in the 
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period relate to NFI progress in Council Tax, DBS rechecks within one team in the 
council, Retention of Fit Notes and Children’s Social Care referral rates. Work had 
already begun to improve the areas identified in the report.  

Members AGREED to note the report. 

AGC/40/25 Internal Audit Charter 
 
Members were presented with a report which advised the Committee of the Internal 
Audit Charter and proposed approach to delivering the audit service for the coming 
financial year 2026 – 2027. 

The Audit & Risk Manager reaffirmed to Members how the Audit Service would be 
delivered and confirmed the rights of access to Council documents. The Council met 
all the standards as set out in the statutory guidance. 

RESOLVED that the report be noted. 

AGC/41/25 Any Other Business 
 
Members discussed the dates for the next municipal years meetings. It was agreed 
that due to a change in deadline that the May 2026 meeting would be moved to June 
2026.  

AGREED 

 
 
 
Chair:  ..............................................................................................  
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This document was classified as: OFFICIAL 

AGENDA ITEM 
 
REPORT TO AUDIT & 
GOVERNANCE COMMITTEE    
29 JUNE 2026 
 
REPORT OF DIRECTOR OF 
CORPORATE SERVICES 

 

 

 
RISK MANAGEMENT UPDATE REPORT  
 
 
SUMMARY 
 

The purpose of this report is to inform members of the current status of the 
Council’s strategic risks. The strategic risk register primarily focusses on the 
achievement of objectives over the longer-term and could take a number of years 
to materialise. 
The risk rating reflects an assessment of whether current approaches are 
sufficient to manage future exposure. This sits alongside an explicit consideration 
of current performance pressures, incidents or service impacts, and inform the 
overall judgement 
 

RECOMMENDATIONS 
 
It is recommended that:- 
 
1. Members note the current position with the strategic risk register and take 

assurance that risks are being effectively monitored and actions are being 
taken to manage these risks over the long-term. 

2. Members note the changes in risk and the reasons for those changes. 
 
DETAIL 

1. Effective risk management is a core component of effective corporate 
governance. It is a planning tool that can be used to evaluate future events and 
make effective decisions to develop mitigating actions to reduce the impact 
and/or probability of those risks occurring. 

2. The strategic risk register and the current status of those risks is shown below. 
Members are reminded that the Council’s strategic risks are long-term and 
structural in nature. These risks are expected to remain on the register and may 
not routinely be assessed as green. This does not represent failure; rather it 
reflects the continued relevance of these risks and the need for ongoing 
leadership oversight and assurance.  

3. As this is a strategic risk register it covers broad themes borough wide. The 
implication of this is that the council are not solely responsible for mitigating 
actions. There may be factors outside of the council’s control that impact on the 
current risk level and as such the council alone may not be able to completely 
mitigate risks.   
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This document was classified as: OFFICIAL 

4. A key feature the revised approach is a simplification of the way in which the 
current risk status is assessed. Risks are rated using a RAG rating: 

• Red – There is a high degree of confidence that the current approach will 

not deliver the intended future outcome. Significant or immediate change is 

required to reduce future exposure, and failure to act would materially 

increase the impact or likelihood of adverse outcomes. 

• Amber – Based on current information, continuation of the existing 

approach may not be sufficient to achieve the intended future outcome. 

Change is likely to be required to reduce future exposure, but the nature, 

scale or timing of that change is still being developed or planned. 

• Green – The risk remains inherent but is well understood and actively 

managed. Controls and mitigations are effective, there are no significant 

gaps in assurance, and no escalation is required at this time. 

5. The focus of this report is to update members on changes in risk levels since 
February: 

• 563 Risk of not supporting children with disabilities and special educational 
needs to maximise their potential and understand future demands. The 
primary cause of the change is a number of processes and procedural 
issues identified during the Ombudsman’s investigation of a complaint and 
the high cost of placements. A full review of processes is being undertaken 
as part of actions agreed with the Ombudsman.  

• 714 Risk of failure to effectively deliver services within agreed budget and 
to maintain a balanced MTFP. Although some good progress has been 
made in reducing the MTFP gap as a result of positive outcomes from the 
Powering our Future programme, the future budget gap remains. 

• 559 – Risk of supporting children in our care to achieve appropriate 
outcomes in care. This risk has increased from Amber to Red, primarily due 
to the costs of placing children exceeding the budget provision in the MTFP. 

6. Appendix A provides a full list of strategic risks and their current status. 

7. As a reminder to members the framework for assessing the current risk score is 
outlined below: 
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8. A revised Risk Management Strategy will be presented to members at a future 
meeting. 

 
FINANCIAL AND LEGAL IMPLICATIONS 
None directly 
 
 
RISK ASSESSMENT 
This is a summary of the Council’s risk environment. 
 
COUNCIL PLAN IMPLICATIONS 
None 

 
CONSULTATION 
N/A 
 
 
Name of Contact Officer: Andrew Barber, Assurance Manager 
Telephone No: 01642 526176  
Email Address: andrew.barber@stockton.gov.uk  
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Full Strategic Risk Register  
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  AGENDA   
 
 REPORT TO 

AUDIT & GOVERNANCE 
COMMITTEE 

                                                                                                 29 JUNE 2026 

 
REPORT OF DIRECTOR OF 
CORPORATE SERVICES 

 
HEALTH AND SAFETY REPORT 
 

SUMMARY 
 
This report provides an update on the health, safety and wellbeing performance of the Council 
for the period 1 January 2026 – 31 May 2026. 
 

RECOMMENDATION 
 
1. The current position as identified in the report is noted. 
                                                                                                                                                                                              
DETAIL 
 

1. The service has always reported based on activity, it is important that H&S risks are 
understood and as such reports moving forward will be more aligned to understanding how 
well H&S risks are being managed. 

2. There is a project underway within the team to align the work being undertaken by the team 
to these core H&S risks to facilitate an assessment of the risks faced by the Council. As 
the revised programme of H&S audit work is completed, we will gain a better understanding 
of the current status of risks. 

3. Reports during this implementation period will continue to develop to include more 
information and a robust method of assessing risk. During this period the assessment of 
risks will have some limitations. 

 

Health & Safety Risks 
 
4. Below is a summary of the main H&S Risks: 
 

• The main area of concern relates to fire risks; this is a long-standing issue relating to 
capacity to complete fire risk assessments to a standard introduced in the Fire Safety 
Act 2021 which came into force May 2022. High risk buildings have been risk 
assessed and work continues to risk assess medium and low risk buildings. 

• A recent increase in accidents has been reviewed, no singular cause has been 
identified, reminders have been issued via toolbox talks and the numbers will 
continue to be monitored. It should also be noted this increase does correspond with 
the introduce of an electronic reporting process. 

• Assault numbers are relatively stable and there are no issues to raise at this time. 

Current Audit Programme 
 
5. The revised programme of audit work is now being bedded in, and the first results are 

shown in the attached report. The advisor team is currently at full capacity, however we 
do have a vacancy in the fire risk assessor role, we were unsuccessful in recruiting to this 
highly specialised position. In recognition of this gap two members of the H&S team are 
currently undertaking the relevant qualifications to undertake this role. In the interim to 
recognise the risk that currently exists a short-term contract is being procured to ensure 
all relevant risk assessments are completed and up to date. 
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Health & Safety Advice 

6. The team continue to support services with their risk management arrangements by 
providing ad-hoc H&S advice and guidance. Work has begun on reviewing all of our H&S 
related policies and guidance. 

  
FINANCIAL AND LEGAL IMPLICATIONS 

 
Financial - None 
 
Legal - The Health and Safety team enable the Authority to comply with Regulation 7 of the 
Management of Health and Safety at Work Regulations 1999, to assist in complying with the 
requirements and prohibitions imposed under relevant statutory provisions. 
 
RISK ASSESSMENT 

 

The activity of the Health and Safety Team in conjunction with Line Manager’s support, 
contribute to the effective identification and mitigation of a broad range of occupational health 
and safety risks. 

 
COUNCIL PLAN IMPLICATIONS 

 

None 
 
CONSULTATION  
 
N/A 
 
Name of Contact Officer: Andrew Barber,  
                                               Assurance Manager 
Telephone No:  01642 526176  
Email Address:  andrew.barber@stockton.gov.uk  
 
Background Papers:   Health and Safety Policy 2025 

 
Ward(s) and Ward Councillors:   None 
Property Implications:   None 
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   AGENDA NO.  
 

REPORT TO  
AUDIT & 
GOVERNANCE 
COMMITTEE 

      
  29 JUNE 2026 
 

REPORT OF 
ASSURANCE 
MANAGER 

 
INTERNAL AUDIT ANNUAL REPORT  
 
SUMMARY 
 
This is the annual report of the Head of Internal Audit as required by the Global 
Internal Audit Standards (GIAS). The report includes the Audit & Risk Manager’s 
annual opinion on the overall adequacy and effectiveness of the Council’s internal 
control and governance processes. As such it forms an integral part of the 
formulation of the Council’s Annual Governance Statement.  
 
This report encompasses the reporting requirements specified in Standard 2060 & 
2450 of the GIAS. 
 
RECOMMENDATIONS 
 
It is recommended that:- 
 
1. That the Audit Committee receives the Annual Internal Audit Report for 

2025/26 incorporating the Head of Internal Audit’s opinion on the Council’s 
control environment and the performance of the Internal Audit Section. 

 
DETAIL 
 
Background 
 
1. Internal Audit is an independent appraisal function established by the Council 

to objectively examine, evaluate and report on the adequacy of internal 
controls.  This role ensures that there is proper economic, efficient and 
effective use of resources.  It also ensures that the Council has adequate 
accounting records and control systems. 
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Current Position 

2. The attached report shows the current position in respect of the progress 
against the 2025/2026 planned work and the results of the work that has been 
undertaken. 

3. The audit opinion has been prepared based on the completed testing to date. 
I am satisfied sufficient work has been completed to support an overall 
opinion to be given. 

4. I am satisfied we have sufficient resources to support the planned audit work 
for the next 12 months. 
 

 
FINANCIAL AND LEGAL IMPLICATIONS 

None 

 

RISK ASSESSMENT 

The results of the work undertaken by Internal Audit can be used by managers to 
assess their risk exposure, recommendations are made where there is perceived to 
be unacceptable risk. 

 

CONSULTATION 

This report has been submitted to the Corporate Governance Group 
 
 

Name of Contact Officer: Andrew Barber, Assurance Manager 
Telephone No: 01642 526176  

Email Address: andrew.barber@stockton.gov.uk  
 

Background Papers:   Internal Audit Charter 
Counter Fraud Strategy 

Ward(s) and Ward Councillors:   None 

Property Implications:   None 
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  Internal Audit Annual Report 

Annual Report and Head of Audit Opinion Statement 2025/2026 
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Section 1 Executive Summary 
Background and Overall Opinion Statement 

Introduction 

Under the Accounts and Audit Regulations 2015, the Council is required to “undertake an effective internal audit to 
evaluate the effectiveness of its risk management, control and governance processes, taking into account public 
sector internal auditing standards or guidance”. For the purposes of the 2023/24 opinion the standards for proper 
practices for internal audit are laid down in the CIPFA Local Government Application Note for the United Kingdom 
Public Sector Internal Audit Standards (PSIAS). 
 
The relevant body must conduct a review, at least once a year, of the effectiveness of its system of internal control 
and this is reported in the Annual Governance Statement. The opinions given in this report provides independent 
and objective assurance on the overall adequacy and effectiveness of the Council’s system of internal control and 
should be used to inform the preparation of the Annual Governance Statement. 
 
It is management’s responsibility to establish and maintain appropriate risk management processes, internal 
control systems, accounting records and governance arrangements. Internal Audit plays a vital role in advising 
management that these arrangements are in place and operating properly. 
 
Overall Opinion Statement 

As the Head of Internal Audit, I am required to provide the Council with an opinion on the adequacy and 
effectiveness of the internal control environment. In giving this opinion, it should be noted that assurance can never 
be absolute and, therefore, only reasonable assurance can be provided that there are no major weaknesses in these 
processes. In assessing the level of assurance to be given, I based my opinion on: 
 

• The findings from all internal audit work and the subsequent ratings; 

• Any follow up exercises undertaken; 

• The extent and focus of risk-based internal audit activity undertaken; 

• Where weaknesses have been identified through internal audit work, we have worked with management to 

agree appropriate corrective actions and a timescale for introduction; 

• Any limitations which may have been placed on the scope of Internal Audit. (There have been no operational 

constraints placed upon Internal Audit, apart from agreed budgetary control provisions). 

This opinion is based on the cumulative results of risk-based internal audit work, including 

thematic reviews, ad-hoc assignments and follow-up activity, alongside wider assurance 

available to the Council. Sufficient, relevant and reliable information has been obtained to 

support this conclusion, which reflects the professional judgement of the Head of Internal 

Audit. 

It is my opinion that the Council continues to have an appropriate, and overall, an effective 

system of internal control, upon which it can place reasonable reliance to deliver the 

Council’s objectives, and detect fraud and other malpractice within a reasonable period of 

time. However, some of our work during the year has indicated concerns in relation to 

specific areas or processes within the Council which warrant being highlighted separately.  
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A summary of these themes is included within this report, with more detailed findings 

including sensitive financial, operational and investigative information set out in the exempt 

section of this report in accordance with Schedule 12A of the Local Government Act 1972 

I can confirm there have been no impairments to independence or objectivity of the service. 

 

Conformance with the Global Internal Audit Standards  

Conformance with the Global Internal Audit Standards provides assurance on the adequacy of arrangements for 

management of the internal audit function and the level of reliance that can be placed on the opinions given in this 

report. 

It is a requirement of the standards to undertake an external review of compliance. The latest external assessment 

was completed by the Chartered Institute of Public Finance and Accountancy (CIPFA) in December 2022 which 

concluded that the service conforms with the previous Public Sector Internal Audit Standards. Such an external 

review is required to be completed at least once every 5 years. 

A revised standard came into force in April 2025, I can confirm that we have self-assessed the service against the 

revised Global Internal Audit Standards and believe that we are compliant with these new standards. 
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Section 2 Results 
Detailed Results to Support the Opinion Given 

 

Status of Controls - Overall 

In overall terms the control environment is showing a positive level of assurance. The main areas of concern 

specifically in relation to high impact controls are in response to ad-hoc pieces of work as outlined in the appendix 

to this report. 

 

 

Results of Testing in the Previous 12 Months 

The results of risk-based audit activity undertaken during the year provide further support to the overall opinion. 

Priority is given to controls risk assessed as having a high impact and these are tested more frequently. 

Management continue to engage positively with Audit recommendations with only 2 recommendations not 

implemented within the timeframe originally outlined. The new audit system has allowed us the opportunity to track 

2 additional metrics, direction of travel and root cause analysis. As these are relatively new introductions it is not 

yet possible to draw any overall conclusions, however this will give us a powerful tool for understanding the true 

cause of issues and the direction of travel the control environment is taking. 
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Assurance Levels by Theme 

Each control is assigned to a governance theme. The purpose of this analysis is to identify any trends against a 

particular theme. The results do not suggest any one specific area of weakness.  

Page 29



6 

 

 

This document was classified as: OFFICIAL 

 

 

 

Counter Fraud 

The audit team has continued to support counter fraud efforts through specific testing, provision of advice and 

guidance and by managing the National Fraud Initiative process. 

 

Added Value Work 

The internal audit service has supported the Council outside of the normal audit process in the following ways: 

• Daily checks to support Xentrall to identify any potential duplicate payments, before the payment is made. 

Feedback from Xentrall is that there are a number of duplicate payments prevented reducing potential losses 

to the council. 
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Audit Plan Review 

The introduction of the new system offered a good opportunity to review the work we are doing. We will be 

restructuring the plan slightly to support broader coverage of the control environment and enhance our ability to 

identify risks across a wider range of processes. Much of our work is focussed on data quality and ensuring 

decisions have been taken in accordance with a defined set of criteria. We will be looking to introduce more 

judgement-based testing into the programme. We will also be looking to take advantage of the opportunities AI 

presents to review basic data quality and simple decisions. 
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Section 3 Quality, Assurance & Improvement 
Process (QAIP) 
Results of Measures in Place to Continuously Improve the Service 

 

Balanced Scorecard 

The service monitors a number of measures designed to demonstrate compliance with the standards and the 

effectiveness of the service overall. There are no issues to note in any of these measures. 

 

Stewardship (Coverage) 

 

Stakeholders 

Measure Target Performance 

 

Measure Target Performance 

Presentation of Annual 

Report (Annual) June June 2025 

 

Client Satisfaction TBC 

 Overall Positive 

Feedback 

Presentation of Activity 

Report Qtrly Qtrly 

 

Recommendation Not 

Implementation 10% 8.3%  

       
       

Process 

 

People 

Measure Target Performance 

 

Measure Target Performance 

Staff Meetings Held 

(Period) 26 38 

 

Code of Conduct 

(Annual) 100% 100%  

Up to Date Audit Manual July 2026 In Progress  

 

Appraisals (Annual) 100%  100% 
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AGENDA ITEM  

 

REPORT TO AUDIT AND 

GOVERNANCE COMMITTEE 

 

22 JUNE 2025 
 

REPORT OF DIRECTOR OF 

CORPORATE SERVICES 

 

 

DRAFT ANNUAL GOVERNANCE STATEMENT 2025/26 

 

PURPOSE OF REPORT 

 

This report presents to Members the Council’s draft Annual Governance Statement 

for 2025/26. 

 

RECOMMENDATIONS 

 

1. That Members note the draft Annual Governance Statement for 2025/26 and 
provide comments if required. 

 

DETAIL 

 

1. The Accounts and Audit Regulations 2015 require all authorities in England to 
conduct a review at least once a year of the effectiveness of its governance 
framework and produce an Annual Governance Statement to accompany its 
Statement of Accounts.  The deadline for completion of the draft Statement of 
Accounts for 2025/26 is 31 January 2027 at which point they are subject to the 
external audit process.  
  

2. The final Annual Governance Statement will be presented for approval by this 
committee alongside the audited Statement of Accounts. 

 

Page 33

Agenda Item 9



 

 

This document was classified as: OFFICIAL 

3. A further requirement of the regulations state that the Statement should be signed 
by the Chief Executive and the leading Member of the Council, following approval 
by the Committee.  A key objective of this signing off process is to secure corporate 
ownership of the statement’s contents. 

 

4. The Annual Governance Statement includes an acknowledgement of responsibility 
for ensuring that proper arrangements are in place around the governance of its 
affairs and an indication of the level of assurance that the system provides.  The 
statement also includes a description of the key elements forming the governance 
framework, a description of the process applied in reviewing the effectiveness of 
this framework, including the system of internal control, and an outline of the 
actions taken or proposed to be taken, to deal with significant governance issues. 

 

5. The Council’s Annual Governance Statement for 2025/26 is attached at Appendix 
A.  At this time the Council has not identified any significant issues that are not 
being addressed within the Statement.  Officers will be present at the meeting to 
report on the governance framework and control environment in place within the 
Council that enables the detailed preparation of the statement.   

 

 
FINANCIAL AND LEGAL IMPLICATIONS  

6. The Accounts and Audit Regulations 2015 and Statutory Instrument 234/2015 
require all English authorities to prepare an Annual Governance Statement and for 
it to accompany the Statement of Accounts. 

 

RISK ASSESSMENT 

7. None directly from this report. 
 

COMMUNITY STRATEGY IMPLICATIONS 

8. None directly from this report. 
 

CONSULTATION 

9. None directly from this report. 
 

Contact Officer: Martin Skipsey 

Post Title: Assistant Director – Procurement and Governance  

 

Telephone No. 01642 526364 

E-Mail Address: martin.skipsey@stockton.gov.uk 
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DRAFT 2025/ 2026 Annual Governance Statement 
 
SCOPE OF RESPONSIBILITY  
 
Stockton 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. We also have a duty to continually review and improve the way in which 
functions are exercised.  
 
The Council has approved and adopted a Code of Corporate Governance, which is 
consistent with the principles of the CIPFA/SOLACE Framework “Delivering Good 
Governance in Local Government”. The Framework constitutes ‘proper practice in 
relation to internal control’. This statement explains how Stockton Borough Council 
has complied with the code and also meets the requirements of regulation 6(1) of the 
Accounts and Audit Regulations 2015 in relation to the publication of a Statement on 
Internal Control.  

 
THE PURPOSE OF THE GOVERNANCE FRAMEWORK  
 
The governance framework comprises the systems and processes, culture and 
values that direct and control our activities and through which we account to, engage 
with, and leads the community. The framework enables us to monitor the 
achievement of strategic objectives and to consider whether those objectives have 
led to the delivery of appropriate, cost-effective services.  
 
The system of internal control is a significant part of that framework and is designed 
to manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve 
policies and objectives and 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 governance framework has been in place at the Council for the year ended 31st 
March 2026 and up to the date of approval of the Statement of Accounts.  
 
THE GOVERNANCE FRAMEWORK  
 
There is a clear vision of our purpose and intended outcomes for citizens and service 
users that is clearly communicated, both within and outside the organisation. The 
Stockton on Tees Plan 2024 provides a framework that the Council, as well as 
partners and communities, will use to ensure we work together towards a shared 
vision that brings our vision to life.  
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Our Vision for the Borough 
 
The best start in life to achieve big ambitions 
 

• Giving children and young people the best possible start, in an inclusive 

community where everyone can thrive 

• A safe community for all children and young people 

• Preventing children and families from experiencing the impact of poverty 

and taking a targeted approach to reduce the number of children in poverty 

• Support for children in our care 

• A bright future and sense of belonging 

 

Healthy and resilient communities 
 

• Ensuring happy and healthy lives for all – we will work to reduce health 

inequalities 

• Working with our residents to build resilience and independence in their 

own homes 

• Building safe and connected communities 

• Supporting those who are experiencing poverty and work with communities 

to reduce the impact of poverty 

 

A great place to live, work and visit 

 

• Our borough will be a place to be proud of, for communities and business 

• A vibrant and diverse place – the playground of the Tees Valley 

• A great place to live and call home 

• An environment that is well looked after, with outdoor spaces to enjoy and 

connect local amenities 

 

An inclusive economy 

 

• Delivering and sustaining economic growth 

• Ensuring all our residents can benefit from economic opportunities by 

delivering and embedding a fairer distribution of wealth 

• Cementing our role as the well-connected, economic heart of the Tees 

Valley 
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The Council Plan sets out our priorities and the significant actions we will take. 

These, in turn, shape the activity of our numerous services and how we will focus our 

resources. We are clear where we need to get to and what we need to do to get 

there.  

Arrangements are in place to review our vision and its implications for the authority’s 

governance arrangements. The annual strategic planning process, engagement and 

participation with residents, needs analysis and demographic information ensure the 

authority’s vision remains relevant and meets the needs of local communities. There 

are regular reviews of the local Code of Corporate Governance to ensure that it is up 

to date and effective. 

Arrangements are in place to measure the quality of our services, to ensure they are 

delivered in line with our objectives and for ensuring that they provide value for 

money. There are performance management arrangements in place including an 

annual appraisal scheme for staff. Services are delivered by suitably qualified / 

trained / experienced staff and all posts have detailed job descriptions/ person 

specifications.  

The roles and responsibilities of Council members and employees are clearly 

documented. The Council’s Constitution sets out how the Council operates. It 

incorporates a scheme of delegation and sets out how decisions are made. The 

Council’s Constitution is regularly reviewed and updated to reflect organisational 

changes. Directorates have established schemes of delegation, which are reviewed 

regularly to ensure they are current and reflect any on-going organisational changes. 

The Constitution includes Rules of Procedure and various Codes and Protocols that 

set out standards of behaviour for members and officers. The Code of Conduct for 

Members was last reviewed in 2021.  

During the year a system of scrutiny was in place allowing the scrutiny function to:  

• review and/or scrutinise decisions made, or actions taken in connection with 

the discharge of any of the Council’s functions.  

 

• make reports and/or recommendations to the full Council and/or the executive 

and/or any joint or area committee in connection with the discharge of any 

functions.  

 

• consider any matter affecting the area or its inhabitants.  

 

• exercise the right to call-in, for reconsideration, decisions made but not yet 

implemented by the executive and/or area committees; and  
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• consider Local Petitions and Councillor Calls for Action for matters within their 

terms of reference.  

Appropriate governance arrangements are in place for commercial ventures 

operated through company structures, for example the Hampton by Hilton Hotel. 

A range of financial and HR policies and procedures are in place, as well as robust 

and well embedded risk management processes. Appropriate project management 

standards and Business Continuity Plans are in place, which are subject to on-going 

review. There are comprehensive budgeting systems in place and a robust system of 

budgetary control, including formal quarterly and annual financial reports, which 

indicate financial performance against forecasts. There are clearly defined capital 

expenditure guidelines in place and procedures are in place to ensure that the 

Dedicated Schools Grant is properly allocated to and used by schools in line with the 

terms of grant given by the Secretary of State under section 16 of the Education Act 

2002.  

The authority’s financial management arrangements conform to the governance 

requirements of the CIPFA Statement on the Role of the Chief Financial Officer in 

Local Government (2016). The Director of Finance, Transformation and Performance 

is designated Chief Finance Officer (Section 151 Officer) and fulfilled this role 

through the following:  

• Attendance at meetings of the Corporate Management Team, helping it to 

develop and implement strategy and to resource and deliver the Council’s 

strategic objectives sustainably and in the public interest.  

 

• Involvement in all material business decisions to ensure immediate and 

longer-term implications, opportunities and risks are fully considered.  

 

• Alignment of medium-term business and financial planning processes.  

 

• Leading the promotion and delivery of good financial management by the 

whole organisation so that public money is safeguarded and used 

appropriately, economically, efficiently and effectively; and 

 

• Ensuring that the finance function is resourced to be fit for purpose.  

 

The Council has an Audit and Governance Committee which, as well as approving 

the Authority’s Statement of Accounts, undertakes an assurance and advisory role 

to:  
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• Reviewing and monitoring the Council’s approach to risk management and 
corporate governance including the approval of the Statement of Internal 
Control. 
 

• Monitoring the integrity of the Council’s financial statements and approving the 
Statement of Accounts. 

 

• Reviewing any proposed changes to accounting policies and promoting 
discussion around these. 

 

• Approving the role and responsibilities of the Internal Audit Service. 
 

• Considering the appointment of the External Audit Service and monitoring the 
effectiveness of auditor’s performance. 
 

• Approving the internal and external audit plans. 
 

• Reviewing Internal Audit work on a quarterly basis; internal and external annual 
reports together with any management response and receiving details of 
specific significant issues highlighted via audit work and referring to the 
Executive Scrutiny Committee; the Select Committees, the Standards Panel, 
Cabinet or Council, as appropriate, any issues arising which are key in nature. 
 

• Maintaining an overview of the Council’s Constitution in respect of contract 
procedure rules, financial regulations and codes of conduct and behaviour, and 
considering the Council’s compliance with its own and other published 
standards and controls; and 

 

• Considering details of key ethical or wider corporate governance issues 
submitted by the Standards Panel. 

 

We have arrangements to ensure compliance with relevant laws, regulations, 

internal policies and procedures, and that expenditure is lawful. The Director of 

Corporate Services is the Council’s designated Monitoring Officer and a protocol is in 

place with all directors, to safeguard the legality of all Council activities. All Cabinet 

Reports are considered for legal issues before decisions are made by members.  

Arrangements for whistleblowing and for receiving and investigating complaints from 

the public are well publicised and subject to periodic review. We are committed to 

maintaining these arrangements to ensure that, where any individual has concerns 

regarding the conduct of any aspect of the Council’s business, they can easily report 

their concerns. Monitoring records held by the Director of Corporate Services show 

that the whistle blowing arrangements are being used by both staff and the public, 

and that the Council is responding appropriately. The whistle blowing arrangements 

have assisted with the maintenance of a strong regime of internal control.  

We have arrangements to identify the development needs of members and senior 

officers in relation to their strategic roles. Members have access to a Members 
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Handbook and a Learning & Development Strategy. The Council recognises that 

managing the performance of all of employees is key to ensuring that the 

organisation meets the needs of the community. This includes assessing ability 

against requirements of the role focusing on strengths and highlighting areas of 

weakness, job related training, and on-going evaluation of the extent to which 

employees understand and support the values of the Council. In response to the 

ongoing challenges we face, we have developed a new Employee Health and 

Wellbeing Guide. 

Channels of communication have been established with all sections of the 

community to promote accountability and encourage open consultation. We are 

committed to listening to, and acting upon, the views of the local community and 

carry out consultation in order to make sure that services meet the needs of local 

people. We continue to use the ‘My Views’ consultation portal, which provides an 

improved online platform to support consultations on service changes and proposals. 

We continue to work closely with all our partners including other public bodies, the 

Voluntary, Community and Social Enterprise (VCSE) sector and the private sector. 

We have established the proportionate governance arrangements for all 

partnerships. 

 

REVIEW OF EFFECTIVENESS  

The Council has responsibility for conducting, at least annually, a review of the 

effectiveness of its governance framework including the system of internal control.  

The Assistant Director - Procurement and Governance has directed, co-ordinated 

and overseen the review and its findings have been reported to Corporate 

Governance Group and the Audit and Governance Committee for their consideration 

and approval of the Annual Governance Statement.  

The review is informed by several assurances gathered from all available sources 

and in particular:  

• Assurances from external sources such as OFSTED and the Care Quality 

Commission.  

• Assurances from Corporate Governance Group. 

• A self-assessment against the CIPFA Delivering Good Governance in Local 

Government Framework 2016 Edition. 

• Assurances from senior officers responsible for relevant specialist areas. For 

example, the Director of Public Health’s Annual Report. 

• Internal audit planning processes which include consultation with all directors 

and assistant directors, and the results of audit activity as summarised in the 

Annual Internal Audit Report. In the report the Assurance Manager states in 

his opinion on the overall adequacy and effectiveness of the Council’s 

governance, risk and control framework: “It is my opinion that the Council 

continues to have an appropriate, and overall, an effective system of internal 

control, upon which it can place reasonable reliance to deliver the Council’s 
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objectives and detect fraud and other malpractice within a reasonable period 

of time. Where weaknesses have been identified through internal audit work, 

we have worked with management to agree appropriate corrective actions 

and a timescale for introduction”.  

• Best practice across the sector,  

• Performance information which is reported to Cabinet and management 
teams. 

• The external auditors (Mazars) Annual Audit Letter for 2024/25 concludes 
that, in all significant respects, the Council had proper arrangements in place 
to secure economy, efficiency and effectiveness in its use of resources.   

• Governance related issues identified during the year, 

• Analysis and learning from complaints, including those investigated by the 

Local Government and Social Care Ombudsman, 

• Information reported to the Audit and Governance Committee, 

• The results of the Council’s self-assessment of compliance with the CIPFA 

Financial Management Code, and 

• Progress made in addressing significant weaknesses and issues requiring 

improvement identified in previous annual governance statements. 

The Financial Management Code 

The Council has concluded a full self-assessment against the CIPFA Financial 

Management Code. The work has not identified any significant weakness in 

compliance with the code.  

Significant Changes 

The Council has continued to review and develop its Performance Management and 

Assurance Framework, creating a system that links to key strategic risks as part of a 

3 Lines of Defense model provides comprehensive performance, assurance and risk 

information to operational and senior managers and Members. The updated system 

provides data and intelligence to drive future plans/ activity and improve decision 

making and helps monitor progress of the Stockton on Tees Plan 2024. A new digital 

solution has been implemented to streamline the process and to create greater 

visibility of performance and risk. 

The ‘Powering our Future’ program continues to develop and mature. The program 

aims to improve services and meet future budget challenges. The governance 

arrangements and resources that ensure these aims are delivered have been 

reviewed and updated.  

Xentrall ICT, the Council’s shared ICT service, continues to strengthen the security 

of the Councils’ infrastructure and data storage systems. Alongside maintaining 

Public Services Network (PSN) accreditation, ICT has supported the renewal of PCI 

compliance and the NHS Toolkit, which are essential for accessing sensitive 

personal health data. Recruitment to the new Cyber Security team is now complete. 

In addition to delivering an accelerated programme of security updates and 

improvements, the team is supporting discussions on the next steps for the Cyber 

Assessment Framework (CAF), Business Continuity planning and Cyber Insurance. 
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Work to achieve Cyber Essentials Plus accreditation will begin towards the end of 

the calendar year. 

The Council has received a ‘GOOD’ rating in Oct 2025 from CQC after the inspection 

of Adult Services under the new Assurance Framework which considered the 

following themes: working with people, providing support, ensuring safety within the 

system and leadership. An action plan has been developed to ensure the 

recommendations are effectively implemented.  

During the year, the Place Select Committee carried out a Scrutiny Review of 

Governance of Capital Projects. The review found the governance arrangements 

had been in place since November 2024, and the Committee found that these 

provided a solid foundation for delivering projects that benefit residents, support 

regeneration, and met the strategic ambitions of the Borough. The review highlighted 

a strong appetite to strengthen member engagement and the importance of learning 

from experience. The need to ensure sufficient skills and capacity to deliver the 

programme was also highlighted and Members were made aware of the 

development of the Council’s workforce “People Plan”. Recommendations therefore 

focused on communication, including strengthening the communication of risk and 

sharing of lessons learnt, and ensuring workforce capability, to further improve 

delivery. 

New governance arrangements for the hotel company have been introduced 

including a new shareholder agreement which clarifies the role of the shareholder 

representative and company matters to be reserved to the shareholder. The 

shareholder agreement was approved by Cabinet in July 2025. An annual 

performance report was presented to the Cabinet in April 2026.   

The Council’s Whistleblowing Policy has been updated. 

AGS Improvement Plan 2026/27 

The improvement plan for last year has been reviewed and updated for this year.  

The improvement plan includes the delivery of the Adult Social Care Improvement 

Plan developed because of the CQC Inspection published in Oct 2025. 

The improvement plan includes the delivery of several actions identified in the self-

assessment against the CIPFA Delivering Good Governance in Local Government 

Framework 2016 Edition. 

The outcome of the review of effectiveness provided us with the necessary assurance 

that no significant issues were identified. The findings of the review have been 

reported to Corporate Governance Group and the Audit and Governance Committee 

and under their Terms of Reference the Committee have satisfied themselves that the 

Annual Governance Statement accurately reflects the risk environment and any 

actions required to improve it. The areas to be addressed with new actions are outlined 

in the agreed improvement plan. 

We propose over the coming year to take steps to implement the improvement plan 

to further enhance the Council’s governance arrangements. We are satisfied that 
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these steps will address the need for improvements that were identified in the 

review, and we will monitor their implementation and operation as part of the next 

annual review. 

IMPROVEMENT PLAN 

Action Outcome Responsibility By When 

Implement the 

Improvement Plan from 

the CQC inspection  

Updated policies and 

processes 

Director Adults, 

Health and 

Wellbeing 

2026/27 

2027/28 

Implement the various 
actions from the self-
assessment against 
the CIPFA Delivering 
Good Governance in 
Local Government 
Framework 2016 
Edition 

Updated policies/ 
procedures  

Corporate 
Governance 
Group 

2026/27 

Implement the 

recommendations from 

the Scrutiny Review of 

Governance of Capital 

Projects 

Updated procedures, 

communication 

channels 

Placemaking 

Board 

2026/27 

 

By order of the authority 

Signed:                                                         Signed: 

 

M Greene L Evans 

Chief Executive                                  Leader of the Council   

Date:   Date:  
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AGENDA ITEM 10 
 
REPORT TO AUDIT AND 
GOVERNANCE COMMITTEE 
 
29 JUNE 2026 
 
REPORT OF CHIEF 
FINANCIAL OFFICER 
 
 

DRAFT ANNUAL STATEMENT OF ACCOUNTS 2025/2026 
 
 
PURPOSE OF REPORT 
 
This report presents to Members the Council’s Draft Statement of Accounts for 2025/2026. 
 
The Council is required by law to produce a detailed Statement of Financial Accounts, which 
provides information to all stakeholders. The Statement explains in detail how the Council 
uses its resources and, the net value of the Council (in terms of its assets, liabilities and 
reserves). 
 

RECOMMENDATIONS 
 
It is recommended that the Audit and Governance Committee 
 

• Note the financial information presented in the report and the Council’s Unaudited 
Statement of Accounts and the financial position for 2025/26, as at 31 March 2026.  

• Note the arrangements for the public inspection and external audit of the Statement of 
Accounts for 2025/26 (Para 5).  

 
DETAIL 
 
1. The accounts have been completed in accordance with the “Code of Practice on Local 

Authority Accounting in the United Kingdom 2025/2026” which is prepared under 
International Financial Reporting Standards. 
 

2. The Accounts and Audit Regulations (England) 2015 came into effect on 1st April 2015. 
The regulations changed the arrangements for the approval and publication of the 
Statement of Accounts and the Annual Governance Statement. The Accounts and Audit 
(England) Regulations 2015 - Regulation 15, as amended by The Accounts and Audit 
(Amendment) Regulations 2024 require the council to publish the unaudited Statement 
of Accounts for the financial year ending 31 March 2026 by 30 June 2026.  
 

3. The audited accounts deadlines for England are subject to backstop dates brought in to 
deal with the backlog of local audits. For the 2025/26 this date has been set as the 31st 
January 2027. 

 
4. For the Publication of the unaudited statement of accounts, the requirement in the 

Accounts and Audit Regulations 2015 (as amended) is for the public inspection period 
to be commenced by 1 July. However, this commencement can only happen at the 
earliest the first working day after the unaudited accounts (and other specified 
documents) are published. 
 

5. Based on the updated regulations it is the intention that following this meeting the period 
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in which electors and interested persons have the right to examine the accounts, 
question the auditor and to make objections at audit will be set. This is a period of 30 
working days which will commence on 1st July and will end on 11th August 2026. 

 
KEY FINANCIAL INFORMATION 

 
6. The following key financial figures are included in the accounts: 

 
Narrative Section (Pages 5 to 20) 
 

• Even though the accounts show that a breakeven position is reported against 
directorate revenue budgets for 2025/26 (see revenue year end table page 12) there 
was an actual in year deficit of £3.865m. This deficit has been funded from reserves 
and is in line with the projected use of reserves as highlighted to Council on 18th 
February 2026. Further details of the outturn position will be found in the MTFP 
report to be presented to Cabinet on 16th July 2026. 
 

• Total capital spending was £51.185m during 2025/26. A breakdown by scheme and 
funding source is provided in the table on page 14 of the document. 

 
Comprehensive Income and Expenditure Statement (Page 24) 
 

• The Comprehensive Income and Expenditure Statement (CIES) shows the 
accounting cost in the year of providing services in accordance with generally 
accepted accounting practices. Gross Expenditure on the Cost of Services was 
£562m for the financial year offset by £345m of specific service funding with a Net 
Expenditure of £218m. 
 

• Council tax funding applied to offset costs in year was £127.0m and Non-Domestic 
Rate income was £47.5m. Non ringfenced government grants for the year totalled 
£27.8m (see note 28 for further information on these grants). 

 

• After taking account of all other technical accounting costs the overall surplus 
reported for 2025/26 is £5.844m. 

 
Balance Sheet (Page 25) 

 

• Current long-term investments and cash and cash equivalents amounted to £27.1m. 
This is a decrease of £11.0m from the previous year and reflects the use of reserves 
to offset capital and revenue expenditure during the year. 

 

• The Council’s current long and short-term borrowings total £168.974m which is an 
increase of £18.012m over the previous year. This is made up of £75.346m in short 
term borrowing (£64.708m last year) and £93.628m in long term borrowing 
(£86.072m last year). 

 

• The Council’s earmarked reserves (excluding schools) stand at £22.972m 
(£24.953m last year). In the main the reduction relates to the planned use of these 
reserves to offset the year end overspend. School related reserves are £4.494m 
(£3.368m last year) The increase relates to the Council setting aside £1.7m to offset 
the unfunded element of the Dedicated Schools Grant deficit. Note 7 to the accounts 
on page 33 provides further details on earmarked reserves.  
 

• The level of General Fund Balances at the 31st March stands at £8.0 million.  
General Fund Balances are intended to provide some overall flexibility and 
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protection against adverse variances in budget assumptions, and unforeseen 
events. 

 

• The Council’s balance sheet (page 25) is in a positive net worth position £346m. 
(i.e. the assets are greater than the liabilities).   

 
Cash Flow Statement (Page 26) 

 

• This statement shows that the Council had a net decrease in its cash and cash 
equivalents of £10.778m for the financial year compared to a net increase of 
£21.616m the previous year.   
 

7. Following the pensions valuation by the Councils actuary, Hymans Robertson LLP, the 
Council has determined that the fair value of its pension plan assets outweigh the present 
value of the plan obligations as at 31 March 2026 resulting in a net pension plan asset of 
£432.418m. Total pension assets as at 31st March 2026 are £1.193.169m and liabilities 
£760.751m.  
 

8. This pension fund asset position relates to a change in the assumptions used by the 
Pension Fund Actuary, Hymans Robertson LLP, as part of the Council’s actuarial 
valuation. The assumptions are determined by the Actuary and represent market 
conditions at the reporting date. 

 
9. There is a limit of the value of Pension Asset that can be recognised on the Councils 

balance sheet which is set by International Accounting Standards. IAS 19 Employee 
Benefits requires that, where a pension plan asset exists, it is measured at the lower of: 

 

• The surplus in the defined benefit plan; and 

• The asset ceiling, the asset ceiling is the present value of any economic benefits 
available in the form of refunds from the plan or reductions in future contributions to 
the plan. 

 
10. The ‘default’ methodology used by the actuary has changed over the last couple of years 

with regards to asset ceiling calculations. This is due to external auditor and practitioner 
views. These changing views and calculations mean that the net pension asset has been 
limited to the present Value of Unfunded Defined Benefit Obligations of £15.946m only. 
Note 31 on page 64 provides additional details on the pension fund. 
 

11. The external auditors, Forvis Mazars LLP will commence the statutory audit as soon as 
practically possible. 

 
FINANCIAL AND LEGAL IMPLICATIONS  

 
Regulation 9(1) of the Accounts and Audit Regulations 2015 requires the Council’s 
Responsible Financial Officer (Deputy Chief Executive & Director of Finance, Transformation 
and Performance) to sign and date the statement of accounts and certify that it presents a true 
and fair view of the financial position of the Council. Regulation 9(2) requires the Statement of 
Accounts to be approved by members prior to publication. 

 
RISK ASSESSMENT 

 
None directly from this report. 

 
COMMUNITY STRATEGY IMPLICATIONS 
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None directly from this report. 
 
CONSULTATION 
 
None directly from this report. 
 
 
Clare Harper 
Chief Financial Officer 
 
Contact Officer: Andy Bryson, Chief Accountant 
Telephone Number 01642 528850 
Email: andy.bryson@stockton.gov.uk 
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The Borough
Stockton-on-Tees is home - a warm and  
friendly place, where we welcome others and 
come together as a single community. We are a 
diverse and inspiring Borough, culturally rich and 
with confidence in a future that we can all share 
and be proud of. At the economic heart of Tees 
Valley, we are a dynamic, safe and healthy  
place, where everyone can grow and succeed.  
We work together to reduce inequalities and 
remove barriers to opportunity.

Here are some things you might like to know 
about our Borough.

A place people are proud to live

Over 200,000 people call the Borough of Stockton-
on-Tees home. They live in our thriving towns 
- Billingham, Ingleby Barwick, Norton, Stockton, 
Thornaby and Yarm - and our rural villages. Our 
population is increasing and we’re committed to 
serving this growing community, supported by 
a thriving and active voluntary, community and 
social enterprise sector. 

Going places and getting further

The Borough is highly productive, with GVA per 
hour worked of £43.20, which is higher than 
the England average. We account for a third of 
the Tees Valley economy overall and our towns 
provide work for people from across the Borough. 
Our excellent road and rail connections with 
London and key northern cities make Stockton 
a great place to do business, whilst Teesside 
International Airport, on the Borough’s boundary, 
provides international connections for our globally 
ambitious businesses.

Alive with events, leisure and culture

There’s always something to do in Stockton-on-
Tees. Whether that is enjoying our beautiful parks 
and open spaces or visiting our beautiful towns. 
We aim to maintain the Borough’s reputation as  
a thriving and vibrant place to be, to ensure 
we can all continue to enjoy the wide range 
of activities, events and facilities that put our 
Borough on the map.

Tackling inequality

Inequality is a challenge in the Borough. We have 
affluent areas alongside areas of deprivation. 
19% (or almost 1 in 5) of our neighbourhoods 
are amongst the ten per cent most deprived in 
the country, and there is an almost 16 year life 
expectancy gap between our most and least 
deprived areas for males and around a 14 year 
gap for females. Stockton has the most deprived 
neighbourhood in the Tees Valley and the 2nd 
most deprived neighbourhood in all the North 
East region. We’re committed to fighting this 
discrepancy and making sure more people  
enjoy a healthy and happy life here.

Children and young people thriving in education

Children and young people in Stockton-on-
Tees continue to thrive educationally, with 
performance across early years, primary and 
secondary phases consistently exceeding national 
benchmarks. Children and young people with 
special educational needs or disabilities (SEND) 
also continue to demonstrate positive progress, 
reflecting our commitment to inclusion and high-
quality support. These outcomes demonstrate 
the collective commitment of our schools and 
education partners to nurturing ambition and 
ensuring every child in the Borough is supported 
to progress, achieve and thrive.
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The Council
We are a unitary authority elected to serve the 
Borough of Stockton-on-Tees. We are the largest 
of the five local unitary Councils that make 
up the Tees Valley region. We have 27 wards, 
represented by 56 councillors.  

Following the May 2023 local elections, 
no political party has overall control of the 
Council. We have a Leader and Cabinet style 
administration. That means the Council appoints 
the Leader, and the Leader appoints the Cabinet. 

Stockton on Tees Plan 2024 - 2028 
The Stockton-on-Tees Plan sets out a vision for the 
future of our Borough, developed with communities 
for communities. The Plan is a framework that the 
Council, as well as our partners and communities 
use to ensure we work together towards a shared 
vision that brings our vision to life.

Our vision is:

Stockton-on-Tees is home - a warm and friendly 
place, where we welcome others and come 
together as a single community. We are a diverse 
and inspiring Borough, culturally rich and with 
confidence in a future that we can all share and 
be proud of. At the economic heart of Tees Valley, 
we are a dynamic, safe and healthy place, where 
everyone can grow and succeed. We work together 
to reduce inequalities and remove barriers to 
opportunity. We are Team Stockton-on-Tees.

Working with local stakeholders we are reshaping 
what we do in the best interests of our residents 
whilst effectively managing the resources we have. 

Our Priorities are:

1.	 Best start in life to achieve big ambitions -  
A safe and inclusive community where 
everyone can thrive. Working hard to prevent 
the impact of poverty, creating a bright 
and healthy future with a shared sense of 
belonging. Supporting children in our care and 
creating equality of opportunity.

2.	 Healthy and resilient communities - Building 
happy and healthy lives, supporting those who 
are experiencing poverty. Ensuring that our 
residents are resilient and independent.

3.	 A great place to live, work and visit - A vibrant 
and diverse place with an environment that is 
well looked after and outdoor spaces to enjoy 
that residents can be proud of.

4.	 An inclusive economy - Growing the local 
economy and cementing our role as the well-
connected economic heart of Tees Valley. 
Ensuring that all residents can benefit from 
secure and sustainable jobs.

5.	 A sustainable Council - A well run financially 
sustainable Council that improves outcomes 
for communities.

Page 53



THE BEST 
START IN LIFE 
TO ACHIEVE 
BIG AMBITIONS
A safe and inclusive 
community where 
everyone can thrive. 
Working hard to 
prevent the impact 
of poverty, creating 
a bright and healthy 
future with a shared 
sense of belonging. 
Supporting children 
in our care and 
creating equality of 
opportunity.

HEALTHY AND 
RESILIENT 
COMMUNITIES
Building happy 
and healthy lives, 
supporting those 
who are experiencing 
poverty. Ensuring 
that our residents 
are resilient, 
independent.

A GREAT PLACE 
TO LIVE, WORK 
AND VISIT
A vibrant and diverse 
place with an 
environment that is 
well looked after and 
outdoor spaces to 
enjoy that residents 
can be proud of.

AN INCLUSIVE 
ECONOMY
Growing the 
local economy 
and cementing 
our role as the 
well-connected, 
economic heart of 
Tees Valley. Ensuring 
that all residents can 
benefit from secure 
and sustainable jobs. 

 

SUSTAINABLE 
COUNCIL
A well-run financially 
sustainable Council 
that improves 
outcomes for 
communities. 

OUR VISION
Stockton-on-Tees is home. It’s a warm and friendly place where we welcome 
others and come together as a single community. We are a diverse and inspiring 
Borough, culturally rich and with confidence in a future that we can all share and 
be proud of. At the economic heart of the Tees Valley, we are a dynamic, safe 
and healthy place where everyone can grow and succeed. We will continue to 
work together to reduce inequalities and barriers to opportunity.  
We are Team Stockton-on-Tees.

SOME OF THE THINGS WE WILL DO 

•	 Support children and families with early 
development 

•	 Increase access to screening and immunisations

•	 Work with communities to manage the impact of 
serious and organised crime 

•	 Progress delivery of our exciting plans for 
regeneration

•	 Encourage inward investment from companies  
that have good and fair operating principles

•	 Support our residents to access secure and 
sustainable employment

•	 Continue to deliver a balanced budget while 
improving outcomes for communities

SOME OF THE THINGS YOU CAN DO

•	 Get involved with our Family Hubs.

•	 Volunteer - see what’s available at  
www.stocktonvolunteers.co.uk

•	 Use and enjoy your local town and village centres 

•	 Use our online forms or call us to report issues such 
as broken streetlights, damaged street furniture 
and potholes

•	 Support local businesses and shop close to home, 
helping local companies to succeed

•	 Boost your skills by taking a course with any of the 
great providers in the Borough

•	 Share your ideas for doing things differently in  
your area 

WHAT SUCCESS LOOKS LIKE:
•	 Our residents will feel like they belong to their 

community, live for longer and in good health. 

•	 More of our children will have a good level of 
development and be ready for school when 
they reach reception age. More will achieve 
outstanding educational attainment and 
remain in education, employment and/or 
training at age 16, building a bright future in 
our Borough. 

•	 Crime rates will reduce and more residents 
will feel safe at all times. 

•	 More residents will be happy in their 
employment and accommodation.

•	 Employment rates and GVA will increase. 

•	 We will do more with our partners and 
communities, recognising the part we all 
have to play in the future of our Borough.

Read the  
full plan

WE ALL HAVE A PART TO PLAY TO MAKE OUR VISION A REALITY.
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Powering our future 
Powering Our Future is a mission-led way of 
working for Stockton-on-Tees Borough Council 
and will ensure we are set up to achieve the 
priorities in the Stockton on Tees plan. 

Our Mission is to be a Bold, Brave and Innovative 
Council, one that sees us work together with 
our partners to create a fair and equal place for 
our residents, where everyone is proud to live 
and work, where our communities flourish and 
people feel they belong. We want everyone in our 
Borough to participate in building a brighter future 
for all of us.

We are putting in place new and innovative 
ways of working, reshaping what we do in the 

best interests of our residents, whilst effectively 
managing the resources we have - an essential 
shift that can empower residents, encourage 
community engagement, and leverage local 
knowledge and resources.

The Powering Our Future programme is made up 
of 5 cross-cutting and interdependent Missions 
that together, can be greater than the sum of their 
individual parts. Together, they form our offer to 
local communities and government, with a new 
approach to place-leadership that can deliver a 
step-change in community outcomes, break down 
barriers to opportunity, and kickstart growth in 
thriving local places.

Transformation Powering Our Future - an ambitious programme of 
change, based around a new operating model for the Council

Communities Powering Our Future - empowering communities to use 
their strengths to increase independence and shape better outcomes

Partnerships Powering Our Future - ensuring we are stronger together 
and thinking as one ‘public service’, rather than separate institutions 

Regeneration Powering Our Future - harnessing our local leadership  
role to shape great places where our communities and businesses  
can thrive 

Colleagues Powering Our Future - recognising the talented workforce  
that will make this happen, and equipping them with the skills to do their 
best for communities

Our mission-led approach is about setting clear, long-term objectives that tackle complex issues, allowing 
us to focus on outcomes rather than just the means to achieve them.

Our Missions are:
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Transformation Powering Our Future

•	 The free school meals auto enrolment project saw a cross-directorate group deliver a free school meal auto enrolment 
scheme. In collaboration with schools, parents and carers, the scheme has achieved an extra 2324 pupils registered 
for free school meals across 62 schools, with £421,400 pupil premium per annum funding secured for the primary and 
secondary schools. In addition, all pupils are also eligible for the Holidays are Fun programme providing activities and a 
free meal during the school holidays.

•	 A new Green waste collections service started across the Borough, with many households signed up. The changes are 
estimated to provide up to £600,000 income in year 1 and £1,200,000 in year 2 and future years. Engagement Officers 
have been recruited to work with our communities to educate residents, schools and community groups on recycling and 
help them to understand the upcoming changes to the waste and recycling service.

•	 As corporate parents, supporting the children in our care is a priority for us all. We have increased local provision of long-
term, stable placements for children in our care. Work is also ongoing to increase and modernise our foster care offer and 
residential homes, improving outcomes for children and financial stability.

•	 The supporting people to live independently review looked at how we can support people to live independently in their own 
homes following hospital discharge via a single provider approach. We are working to improve how people access our 
adult social care services what we call our “front door” to make it easier and more effective. This includes how we support 
people to access self-help resources and how we can use more technology at the front door and to help people remain 
independent at home, even as their care needs increase. Our aim is to support people to live comfortably and safely in their 
own homes for as long as possible.

•	 Following a comprehensive transformation review, proposals have been developed to address the decline in foster 
carers and to reduce the reliance on costly external placements for our children in care. The new model will introduce an 
enhanced support package to attract and retain foster carers, recognising the vital role they play in providing safe and 
loving homes for children in our Borough.

Communities Powering Our Future
•	 We want to continue to grow our conversation with communities to ensure we are delivering the right services in the 

right way. Earlier this year, an updated approach was agreed which builds on the discovery, research, and the range of 
community engagement activity taking place. This refreshed approach will focus on a broader set of activities including 
upskilling and supporting our communities, making better use of our community assets and spaces, and applying 
community-based intelligence and insights to inform our decision-making, allowing us to tailor our services more 
effectively.

Partnerships Powering Our Future
•	 Partnerships Powering our Future or ‘Team Stockton-on-Tees’, brings together partners from across the Borough including 

Cleveland Police, Cleveland Fire Brigade, NHS, TEWV, Teesside University, Thirteen, Catalyst, Tees Active, TVCA, TEWV, 
Tees Valley Collaborative Trust and the Education Training Collective to work together to make a positive difference to 
our communities. The team meets every other month to discuss how they can work together to remove boundaries and 
improve the services our communities can access.

•	 Central Stockton and Portrack have been chosen as part of the government’s nationwide Pride in Place initiative 
and will receive funding of up to £20m over a 10 year period. The initiative forms part of the Government’s ‘Plan for 
Neighbourhoods’. The investment targets the most deprived areas, supporting communities to drive forward the  
changes they want to see in their neighbourhoods, champion local leadership, foster community engagement and 
strengthen social cohesion.

Regeneration Powering Our Future
•	 During 2025/26 we refreshed the Council’s Regeneration Mission, with a focus on ‘Place Making’ that aligns with the 

Stockton-on Tees Plan priorities including a great place to live, work and visit and an inclusive economy. The Regeneration 
Mission provides a core foundation for the Council to achieve our place-based ambitions.

•	 Stockton Waterfront urban park is in the final stages of construction and will welcome its first visitors in June 2026.

•	 Continued to deliver improvements and interventions across our six town centres to attract local communities,  
visitors and businesses.

•	 The Council has produced the Central Stockton and North Thornaby Blueprint, namely progression of key work strands 
linked to Care Health Innovation Zone and steps to bring about increased residential development across key sites and 
initial work to bring about the long-term redevelopment of Tees Marshalling Yards under the new term for the area,  
Tees Central.

The following is a flavour of the Powering Our Future Programme highlights in 2025:
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Governance
The Council continues to review and update its governance arrangements to ensure they remain 
relevant and fit for purpose, which is overseen by the Corporate Governance Group and Audit and 
Governance Committee. The committee continues to monitor implementation of actions identified 
in last year’s Annual Governance Statement. The Council has had to change and adapt operations 
including governance processes during the year. More detail is included in the Annual Governance 
Statement which is published on the Council’s website.

Risks and Opportunities
The Council maintains a Strategic Risk Register which highlights all major risk areas and includes 
details about the risk, existing controls and required actions. The risk register is regularly reviewed  
and updated and reported to the Audit and Governance Committee.

There are a number of principal risks the Council currently is managing.  
These include:

The availability and uncertainty of medium-
term financial resources needed to meet 
key objectives. The main controls in place 
include careful financial planning through the 
medium-term financial plan, the development 
and delivery of the Powering our Future 
Programmes, timely monitoring and reporting 
of financial performance, maximising income 
generation and taxation collection and a good 
understanding and interpretation of changes  
to funding regimes.

Effectively meeting the needs of children and 
delivering better outcomes. The main controls 
in place include a comprehensive improvement 
plan and Transformation Reviews as part of the 
Powering our Futures Programme.

The availability of human resources with the 
appropriate skills, capacity and competencies. 
The main controls in place include the 
development and delivery of a new Workforce 
Strategy as part of the Powering our Futures 
Programme, a refreshed apprenticeship 
programme and the development of flexible 
working arrangements.

The growth in demand for services such as 
adult social care and children’s services caused 
by an aging population with more complex 
needs and an increase in the number of looked 
after children with complex needs. Main 
controls include an investment in new children’s 
residential services, preventative services to 
slow the demand, closer working with other 
agencies such as health, collaboration with 
regional Councils and a better understanding  
of demand drivers.

Colleagues Powering Our Future

•	 Continued to empower our colleagues to do the best they can for communities.

•	 Over the past year, we have worked together with over 500 colleagues as part of group discussions to develop a new set  
of values and behaviours - sharing their vision of what makes Stockton-on-Tees Borough Council a great place to work.

•	 The health and wellbeing of our colleagues is a key priority. A new Health and Wellbeing guide has been created by 
employee representatives across the Council to provide employees with everything they need to know to ensure 
they are happy and healthy at work.

•	 A new Annual Colleague Awards Ceremony has been developed to recognise and reward colleagues.

Improving outcomes within the Special 
Education Needs and Disability (SEND) system. 
The main controls are the delivery of the 
Stockton on Tees Local Area Reform Plan.
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These include:

Using digital technology more effectively and 
efficiently and to continue to assess and use 
artificial intelligence where appropriate.

A greater focus on preventative and strength-
based working to stem demand for services.

Developing a Family Help Point as a first point 
of contact for anyone worried about a child’s 
safety or wellbeing.

Approach to Financial Management
Our medium-term financial planning approach 
has allowed us to continually balance our budget 
through delivering savings and efficiencies but 
also to plan ahead and deliver invest-to-save 
schemes and innovative changes to service 
delivery models. In the face of ongoing financial 
pressures and uncertainty in future government 
funding, the Council continues to adopt a prudent 
and strategic approach to budgeting.

Our financial planning is underpinned by a  
robust Medium Term Financial Plan (MTFP), 
which outlines our budgetary framework  
through to 2029. 

This plan ensures that we remain responsive to 
changing economic conditions while maintaining 
essential services and investing in the borough’s 
future. Like many councils across the country, 
we are currently facing significant financial 
pressures. The approved Medium Term Financial 
Plan (MTFP) identifies a budget gap over the 
coming years, and the Council has embarked 
on a programme of transformation reviews and 
savings to close that gap, which will not only 
deliver savings but also improve outcomes for  
our residents.

The ongoing operation and development of 
various partnerships under the Powering our 
Futures Programme including health, TVCA, 
TEWV, Cleveland Police etc, various shared 
services and collaborative procurement 
arrangements such as those through Xentrall 
Shared Service Partnership with Darlington 
Borough Council and the North East 
Procurement Organisation (NEPO).

Through the Council’s Powering Our Future missions, a number of opportunities have been identified 
to reduce costs and improve service delivery. The Transformation mission has been the key driver 
in supporting the Council’s Medium Term Financial Plan, and we are now entering Phase 2 of 
transformation reviews. Alongside this, all mission areas have contributed to identifying efficiencies  
and improvements, reflecting the Council’s ongoing commitment to financial sustainability. 

Opportunity to redevelop, re-invigorate and  
re-shape Town Centres.
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Funding Position
On 17 December 2025 MHCLG announced the 
Provisional Local Government Finance Settlement 
for 2026/27, together with indicative funding 
allocations for 2027/28 and 2028/29. This 
represents the first multi-year settlement in over 
a decade. While indicative allocations have been 
provided for future years, these remain subject to 
change and will be influenced by future Spending 
Review decisions. 

The Provisional Settlement confirmed the 
outcome of the Fair Funding Review 2.0 and,  
for the first time, presented information at a 
local authority level. The Final Local Government 
Finance Settlement was announced on  
9th February 2026.

The key announcements from the Provisional 
Local Government Finance Settlement were:

•	 Referendum limits are set at 3% for core council 
tax and 2% for the Adult Social Care levy. 

•	 The introduction of a new Fair Funding 
Assessment to distribute resources based 
on updated measures of need and resources 
reflected in Relative Needs Formula. 

•	 A full reset of the Business Rates Retention 
system from 2026-27. The reset of the 
Business Rates Retention system will remove 
the Council’s locally retained growth since the 
last reset, rebasing funding in line with need  
and resource assessments. 

•	 Continuation of the Recovery Grant, which was 
introduced for the first time in 2025/26 with the 
aim of providing funding to areas with greater 
need and demand for services, for the next 
three years. 

•	 The continued ringfencing of the Local Authority 
Better Care Grant through the Better Care Fund. 

•	 Transitional arrangements will see damping 
applied to cushion the impact of funding 
changes to individual local authorities because 
of the new formulas. This is funded from within 
the overall national total of funding available to 
fund local authorities and is applied across the 
three-year settlement period. 

Significant funding simplification of local 
government funding, with the consolidation of 
over 30 separate funding streams worth over £56 
billion over the three years (2026/27 to 2028/29) 
of the multi-year settlement. This includes the 
rolling in of  
 

18 funding streams into the 2026-27 Revenue 
Support Grant, worth nearly £35 billion over the 
three years. As well as bringing all prior business 
rates under indexation compensation funding, 
worth £9.7 billion over three years into the 2026-
27 Revenue Support Grant. 

Four new consolidated grants have been created 
from 2026-27, worth £21.5 billion over the three 
years of the multi-year Settlement. 

The Homelessness, Rough Sleeping and 
Domestic Abuse Grant will bring together 
the following funding streams into a single 
consolidated grant, and will be worth a total of 
over £2.4 billion over the three years of the multi-
year settlement: 

•	 The Prevention, Relief and Staffing element of 
the Homelessness Prevention Grant (HPG), 
worth almost £1.1 billion, 

•	 Rough Sleeping Prevention and Recovery 
Grant (RSPARG) and Rough Sleeping 
Accommodation Programme (RSAP) funding, 
worth £879 million, and 

•	 The Domestic Abuse Safe Accommodation 
Grant, worth £499 million

The Children, Families and Youth Grant will bring 
together the following five funding streams into 
a single consolidated grant and will be worth 
£3.1 billion over the three years of the multi-year 
Settlement. 

•	 Funding for the Families First Partnership 
programme worth over £2.4 billion. Consisting 
of: The Children’s Social Care Prevention Grant, 
worth £809 million; Families First Partnership 
programme funding (previously Supporting 
Families) within the Children and Families 
Grant, worth £760 million; and new funding 
worth £866 million. This includes £319 million 
from the Transformation Fund announced 
at the Spending Review and £547 million 
confirmed in the Policy Statement. 

•	 The Holiday, Activities and Food Grant (HAF), 
worth over £623 million. This includes funding 
worth £12.9 million for the 2026-27 financial 
year to support local authority capacity on 
school-age childcare during school term-time 
and holidays. 

•	 The Pupil Premium Plus Post-16 Grant, worth 
£41.5 million.
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Financial Position 2025/26
The following tables and charts provide an overview of the financial position at the end of the 2025/26 
financial year.
Revenue Expenditure 2025/26
Performance against revenue budgets for 2025/26 by Directorate is shown in the table below. Inflation 
and growth in service demand have contributed to significant pressures on expenditure budgets in 
2025/26. Overall, the outturn position was a net overspend of £3.865 million. This has been funded 
from utilising available usable reserves.
Service Departments Approved Budget Actual Variance

Expenditure £m £m £m

Adults, Health & Wellbeing 107.384 107.391 0.007

Children's Services 63.735 67.858 4.123

Community Services, Environment & Culture 58.163 58.003 (0.160)

Finance,Transformation & Performance 14.407 13.396 (1.011)

Corporate Services 12.203 11.954 (0.249)

Regeneraton & Inclusive Growth 3.301 3.235 (0.066)

Corporate Management & Services 7.449 8.670 1.221

Net Expenditure on Services 266.642 270.507 3.865

Transfer of Earmarked Reserves to Fund Overspend 0.000 (3.865) (3.865)

Net Expenditure on Services 266.642 266.642 0.000

From April 2026, funding from the following will 
be consolidated into the Public Health Grant (PH 
Grant), and will be worth £13.45 billion over the 
three years of the multi-year Settlement:
•	 Drug and Alcohol Treatment and Recovery 

Improvement Grant (DATRIG), worth £1 billion. 
This includes the Rough Sleeping Drug and 
Alcohol Treatment grant.

•	 Individual Placement and Support Grant (IPSG), 
worth £67.3 million. 

•	 Local Stop Smoking Services and Support Grant 
(LSSSSG), worth £210 million.

•	 Swap to Stop scheme, worth £50 million. 
The Crisis and Resilience Fund (CRF) will bring 
together the Household Support Fund and 
Discretionary Housing Payments funding into a 
single consolidated grant and will total £2.5 billion 
over the three years of the multi-year Settlement. 
The Council’s Powering Our Future Programme 
provided a framework to modernise ways of 
working, focused on improving outcomes for 
residents, whilst ensuring the Council remained 
financially sustainable and resilient in the context 
of rising demand, budget pressures and increasing 
complexity. Powering Our Future included a 
Transformation Mission, and a series of reviews 
that sought to maximise use of resources, whilst 

continuing to support strong, inclusive and resilient 
communities across the Borough. Phase 1 of 
Transformation activity had already identified 
£9.9m of savings, and a number of key projects 
were in delivery.
The budget report to Council in February 2026 
highlighted ongoing financial pressures arising 
from demand pressures and rising costs across 
several services, particularly Children’s and 
Adults’ Social Care, Home to School Transport 
and support for children with special educational 
needs. Demand was growing in both volume and 
complexity, while funding was not keeping pace 
with cost pressures, resulting in an estimated 
budget gap of £6.7m in 2026/27, rising to £13.8m 
in 2027/28 and £18.4m in 2028/29.
To address this, a second Phase of Transformation 
Reviews were introduced focused on day-to-day 
efficiencies, council wide initiatives and outcome-
based service reviews. The report provided Cabinet 
with an update on progress, and the contribution 
of activity towards closing the Medium-Term 
Financial Plan budget gap. It focused primarily 
on Efficiency Reviews, where savings were front-
loaded. Separate reports would be brought to 
Cabinet on the detail of Outcome-based Reviews 
as part of a planned approach and key milestones 
that ensured robust options and impact analysis.
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Significant variances against budget are as follows: 

Adults & Health 

Growth in demand for residential placements 
across all types of care has caused an overspend 
against budget. This has been partly mitigated 
through savings in community-based care 
budgets and due to some of this increased activity 
being related to hospital discharge, additional 
Better Care Funding was secured to support this. 
The Transformation programme includes a focus 
on supporting people to live independently and 
implementation of a Home First approach which 
aims to tackle escalating demand in residential 
placements. 

There has been an increase in outstanding 
Adult Social Care debt which led to a significant 
contribution to the provision for bad debt at the 
year-end. The pressures experienced in Adult 
Social Care have been offset through savings 
generated through maximization of income  
and grants across other service areas of  
the directorate.

Children’s Services

The Council has continued to experience 
significant financial pressures relating to Children 
in Our Care. There continues to be significant 
increases in the cost of residential placements  
as well as more complex needs of children, 
requiring greater levels of care. 

The transformation programme includes a review 
of services for Children in Our Care, with a key 
focus on early intervention, preventing escalation 
of need and placement sufficiency. The work 
is wide ranging, linked to the overall Children’s 
Services improvement journey, focusing on 
outcomes for children as well as cost. 

Community Services, Environment and Leisure

The Home to School Transport service has seen 
increased demand, due to rising numbers of 
children requiring transport and complexity of 
needs of children requiring additional support 
creating a significant financial pressure in year. 

The catering service has experienced financial 
pressures this year, with income being insufficient 
to cover the cost of operating the service. This 
service now is being considered as part of the 
Transformation programme in the year ahead. 
There have been savings against building running 
costs and additional income in traded services 
which have offset the above.

Regeneration & Inclusive Growth

Wellington Square shopping centre income has 
been lower than anticipated due to vacant units 
and reduced car parking income, which has 
also led to a financial pressure in year. These 
pressures have been offset through savings on 
staffing and maximization of grant funding across 
other service areas within the directorate.

Finance, Transformation & Performance

There have been significant staffing savings and 
maximisation of grant funding and other income 
sources across the Directorate this financial year.

Corporate Services

There have been staffing savings across the 
Directorate during the financial year. 

Corporate Management & Services

The Government has announced funding to 
address some of the Dedicated Schools Grant 
deficits which have accrued up to 31 March 2026. 
All local authorities with a SEND deficit will be 
eligible to receive a High Needs Stability Grant, 
subject to approval of a Local SEND Reform Plan 
by the Department of Education, covering 90% of 
their High Needs-related DSG deficit accrued up 
to the end of 2025-26. Local authorities need to 
plan to meet the cost of the residual deficit 10%. 
The required amount of £1.7m has been set in 
reserves at the end of the financial year. 

Throughout the year, grants have been reviewed 
to maximise opportunities for savings to be 
identified. This review has enabled income to be 
offset against a range of wider council services 
and has offset the above entry.
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Expenditure

Outturn Three Year Plan
Total 

2025/26 2026/27 2027/28 2028/29

£m £m £m £m £m

Schools Capital 6.617 15.842 2.325 0 24.784

Childrens Services 0.448 1.911 0 0 2.359

Housing Regeneration 0.271 0.248 0 0 0.519

Inclusive Growth & Development 2.692 2.22 0 0 4.912

Private Sector Housing 1.748 1.165 0 0.541 3.454

Office Accomodation 0.228 1.5 0 0 1.728

Stockton Town Centre 0.383 5.559 11.398 0 17.34

Reshaping Town Centres 0.117 11.34 18.419 7.663 37.539

Thornaby Town Centre 6.228 18.655 1.5 0 26.383

Yarm & Eaglescliffe LUF 3.395 6.926 0 0 10.321

Redevelopment Castlegate Site 13.392 2.964 0 0 16.356

Other Town Centre Regeneration Schemes 0.157 0.373 0 0 0.53

Local Transport Plans 6.648 4.556 0 0 11.204

Other Transport Schemes 1.393 8.286 0 0 9.679

Developer Agreements 0.308 0.549 0 0 0.857

Energy Management Schemes 0.698 0.015 0 0 0.713

Environment & Green Infrastructure 0.443 1.413 0 0 1.856

Building Management & Asset Review 1.039 3.039 0 0 4.078

Other 4.98 8.383 9.717 12.836 35.916

Total Expenditure 51.185 94.944 43.359 21.04 210.528

Funding

Grants and Other Contributions 43.565 72.43 11.838 0.157 127.99

Capital Reciepts & Reserves 0.686 4.623 0 1.451 6.760

Borrowing 6.934 17.891 31.521 19.432 75.778

Total Funding 51.185 94.944 43.359 21.04 210.528

Capital Medium Term Financial Plan
To achieve the Councils vision for the future, it has an ambitious and wide-ranging capital programme. 
£51.2m was spent on capital items in 2025-26 with a further £159.3m forecast over the following three 
financial years spanning 2026-27 - 2028-29.
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The capital programme continues to see 
significant sums planned to regenerate the six 
towns within the Borough. As these interventions 
progress, they will enhance the Borough for all 
and encourage inward investment. The Council 
has received Future High Streets Funding, Town 
Deal and Levelling Up monies from Government 
and these are now all wrapped up as part of 
MHCLG’s Local Regeneration Fund. These allied 
to funding from Tees Valley Combined Authority, 
the Council’s own resources and third-party 
investment result in transformational change 
starting to occur across our towns. The pending 
opening of the Urban Park, significant investment 
in Preston Hall Museum and Gardens and a 
multitude of active travel networks account for 
a significant proportion for the previous year’s 
expenditure. This is expected to continue over  
the next few years.

The Council continue to prioritise investment 
across a multitude of educational settings in 
order to provide sufficient capacity across the 
Borough alongside ensuring the settings are 
conducive to efficient and effective learning and 
that the provisions can deliver a broad curriculum 
to the young people who are our future. The 
schemes cover early years settings, both primary 
and secondary establishments and special 
education needs and alternative provision with 
a view to creating an environment that provides 
opportunities for the best educational outcomes 
for all. Significant investment is planned to create 
further SEND provision in the medium term to 
mitigate some of the ongoing pressures being 
seen in the High Needs Block of the Dedicated 
Schools Grant (DSG).

The Authority continue to work closely with 
colleagues at the Tees Valley Combined Authority 
to deliver both new transport infrastructure and 
ensure regular maintenance of existing assets. 
There is a strong focus on active travel with 
the provision of cycleways and these link into 
the town centre investments given the desire 
to improve connectivity across the Borough. 
Prioritisation is also given to ensuring that the 
current transport network is maintained.

There continues to be investment utilising 
the Indigenous Growth fund to drive inward 
investment and inclusive growth, with the focus 
being on encouraging businesses to invest in the 
Borough, with the multitude of benefits that this 
brings to an array of individual stakeholders.  
A key area here is the ongoing commitment to 
develop Durham Lane Industrial Estate over the 
medium term.

There is ongoing investment in the environment 
through a range of parks and tree planting 
interventions and clean energy initiatives. 
These alongside the Council’s accommodation 
rationalisation agenda, have strong links to the 
Council’s Environmental Sustainability and Carbon 
Reduction Strategy and have some interface with 
the Council’s obligations under Biodiversity Net 
Gain legislation.

The Council’s capital investments continue to 
ensure changes in legislation are adhered to and 
as such ongoing work is being carried out to 
ensure that infrastructure is in place to effectively 
deliver the ‘Simpler Recycling’ reforms.
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Income Sources
Core Funding
In common with the rest of 
local government, the Council 
has seen a reduction in its core 
government funding in recent 
years. The Government’s aim is 
to phase out non-specific grant 
funding altogether, instead allowing 
local authorities to retain a higher 
proportion of business rates 
collected locally.

Income by source during 2025/26  
is presented in the table below;

Net Expenditure
Net Expenditure included in the 
Comprehensive Income and 
Expenditure Statement shows 
the economic cost in year of 
providing services in accordance 
with generally accepted 
accounting practices. 

In 2025/26 this totalled 
£217.934m. As a percentage, 
net expenditure for the year is 
demonstrated in the chart below.

£0.22m 
Gain on the 
disposal of 
assets£75.42m

Fees, charges 
and other 
service income

£63.96m
Interest and 
investment 
income

£174.41m
Income from 
council tax 
and business 
rates

£344.98m
Government 
grants and 
contributions

19%
Adults & Health

36% 
Children’s 
Services

7% 
Finance, 

Transformation 
& Performance

1%
Corporate 

Management 
& Services

5% 
Corporate 
Services

29%
Community 

Services, 
Environment  

& Culture

3%
Regeneration & 

Inclusive Growth
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Gross Expenditure
Gross Expenditure included in 
the Comprehensive Income and 
Expenditure Statement shows 
the economic cost in year of 
providing services in accordance 
with generally accepted 
accounting practices. 

In 2025/26 this totalled 
£562.91m. As a percentage, 
gross expenditure for the year  
is demonstrated in the charts.

29%
Adults & Health

41% 
Children’s 
Services

9% 
Finance, 

Transformation 
& Performance

2%
Corporate 

Management 
& Services

2% 
Corporate 
Services

14%
Community 

Services, 
Environment  

& Culture

3%
Regeneration & 

Inclusive Growth

£161.97m
Adults & Health

£229.21m 
Children’s 
Services

£50.88m 
Finance, 

Transformation 
& Performance

£13.48m
Corporate 

Management 
& Services

£13.46m 
Corporate 
Services

£75.52m
Community 

Services, 
Environment  

& Culture

£18.40m
Regeneration & 

Inclusive Growth
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Reserves and Provisions
The Local Government Finance Act 1992 requires 
a local authority to have due regard to the level of 
balances and reserves needs for meeting future 
estimates of future expenditure when calculating 
the Council Tax requirement.
Balances and reserves are held for three primary 
purposes:
•	 A working balance to help cushion the impact  

of cash flows 
•	 A contingency to cushion the impact of 

unexpected events and emergencies 
•	 Earmarked reserves to meet known and 

predicted liabilities
The Council holds General Fund Balances 
which is a working balance to help cushion the 
impact of cash flows and unexpected events 
and emergencies. The Council also holds several 
earmarked reserves for specific purposes to meet 
known and predicted liabilities.
Like many councils across the Country over recent 
years the Council has experienced unprecedented 
demand and cost pressures upon services and  
budgets. This has resulted in a number of 
overspends, which have been funded by  
earmarked reserves.  
 

This is also the case during 2025-26. As a result, 
the level of earmarked reserves has reduced 
considerably, and we must ensure we have a 
prudent level of reserves to mitigate the risks of 
future pressures. The budget and MTFP must 
ensure the Council’s financial resilience and 
sustainability, and having an appropriate level 
of reserves to smooth the impact of financial 
uncertainty is critical.
Reserves have been reviewed and options 
considered to identify ways to replenish these. The 
Council’s Reserves Policy sets out details of this 
review and recommendations to increase reserves. 
This Medium-Term Financial Plan includes an 
allocation to increase general fund balances and 
earmarked reserves. This will be reviewed annually 
as part of the budget setting process each year, 
reflecting on the updated levels of reserves, as well 
as the impact of known and future projected risks.
Reserve levels are shown in the abbreviated 
Balance Sheet Table below. The table shows that 
the level of reserves the Council holds has reduced 
during 2025/26 and it is critical that the Council 
takes action to replenish reserves to achieve a 
greater level of financial resilience for the Council 
over the medium term.

Balance Sheet 
The Balance Sheet shows the value of assets 
and liabilities of the Council and sets out the 
revenue and capital reserves available for future 
investment. It also allows for comparison with 
the previous financial year-end and can be used 

to make judgements around the organisation’s 
financial position. 

A summary of the Balance Sheet at the 31 March 
2026 is set out below:

Balance Sheet 
31-Mar-25 31-Mar-26

£000’s £000’s

Long Term Assets 486,128 506,455

Current Assets 102,780 97,235

Current Liabilities -125,521 -131,754

Long Term Liabilities -123,221 -125,926

Net Assets 340,166 346,010

General Fund Balances 8,000 8,000

Earmarked General Fund Reserves 28,321 27,466

Capital Receipts Reserve 4,436 4,536

Capital Grants Unapplied 45,397 48,620

Unusable Reserves 254,012 257,388

Total Reserves 340,166 346,010
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The key headline messages to note in relation 
to the Balance Sheet on 31 March 2026 are as 
follows: 

•	 Long-term assets have increased due to the 
completion of schemes within the capital 
programme and upward revaluation of assets.

•	 The reduction in Current Assets relates to the 
use of cash during the year to fund the capital 
programme.

•	 Current Liabilities has increased due to the 
Council undertaking short-term borrowing for 
cash flow purposes at the end of the financial 
year which has been offset by a reduction in 
short term creditors.

•	 Earmarked General Fund Reserves have 
decreased with the planned use of these 
reserves in year, and the funding of the year 
end outturn overspend. 

•	 Unusable reserves reflect the technical 
accounting adjustments required to comply 
with proper accounting practice. Most of the 
movements are unrealised in nature and do 
not have an immediate impact on the Council’s 
revenue budget or medium-term financial plan.

The Council’s balance sheet is in a positive net 
worth position. (i.e. the assets are greater than  
the liabilities). 

Treasury Management
The Council’s year-end treasury debt position for 2025-26 compared to 2024-25 is summarised in the 
table below;

Due to the overall financial position and the 
underlying need to borrow for capital purposes 
(the Capital Financing Requirement CFR) new 
PWLB borrowing undertaken this year was £38m. 
These loans also replaced some of the previous 
year’s short-term borrowings.  
 

The Council had £43m of short- term loans with 
other local authorities on 31st March 2026; a 
decrease of £20m from the previous year.

The Council’s year-end treasury investment 
position for 2025-26 compared to 2024-25 is 
summarised in the table below;

Due to the cash outflows across the financial 
year treasury investment balances at the 31st 
of March 2026 had reduced to £17m. The value 
of the Council’s holdings in the CCLA Property 
Fund remained stable across the financial years. 
Dividend payments of £0.620m were received 

in year from this fund which supports council 
services.

Further details on loans and investments can 
be found in disclosure note number 29 of these 
accounts.

31-Mar-25
Borrowing

31-Mar-26

£000’s £000’s

72,003 Public Loans Work Board 109,947

16,201 Lender Option Borrower Option 16,199

62,757 Loans with Other Local Authorities 42,828

150,961 Net Assets 168,974

31-Mar-25
Borrowing

31-Mar-26

£000’s £000’s

229 Loans 219

26,071 Treasury Investments & Bank 17,374

13,279 Property Fund 13,278

39,579 Net Assets 30,871
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Comprehensive Income and Expenditure  
Statement (CIES) 

This records all of the Council’s income and 
expenditure for the year. The top half of the 
statement provides an analysis by service area. 
The bottom half of the statement deals with 
corporate transactions and funding. 

Balance Sheet

The Balance Sheet is a “snapshot” of the Council’s 
assets, liabilities, cash balances and reserves at the 
year-end date. 

Cash Flow Statement

Shows the reason for changes in the Council’s cash 
balances during the year, and whether that change 
is due to operating activities, new investment, or 
financing activities (such as repayment of borrowing 
and other long-term liabilities).

Movement in Reserves Statement (MIRS) 
This statement is a summary of the changes to the Council’s reserves over the course of the year. Reserves 
are divided into “useable”, which can be invested in capital projects or service improvements, and “unusable” 
which must be set aside for specific purposes. 

Notes to the Financial Statements

The Notes to these financial statements provide 
more detail about the Council’s accounting policies 
and individual transactions.

Core Financial Statements
The Statement of Accounts sets out the Council’s income and expenditure for the year, and its  
financial position at 31 March 2026. It comprises core and supplementary statements, together  
with disclosure notes.
The format and content of the financial statements is prescribed by the Code of Practice on Local 
Authority Accounting in the United Kingdom 2025/26, which in turn is underpinned by International 
Financial Reporting Standards.
The Core Financial Statements are:
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Statement of Responsibilities for the Annual Financial Statements
The Council’s Responsibilities

The Council 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 this Council, that officer is the 
Chief Financial Officer;

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

•	 Approve the Annual Financial Statements by the date specified by the Secretary of State.

The Chief Financial Officer Responsibilities
The Chief Financial Officer is responsible for the preparation of the Council’s Annual Financial Statements 
amended by the Update to the Code and Specifications for Future Codes for Infrastructure Assets.

In preparing the Annual Financial Statements, the Chief Financial Officer has:
•	 Selected suitable accounting policies and then applied them consistently;
•	 Made judgements and estimates that were reasonable and prudent;
•	 Complied with the Local Authority Code of Practice.

The Chief Financial Officer has also:
•	 Kept accounting records which were up to date;
•	 Taken reasonable steps for the prevention and detection of fraud and other irregularities.

Certification of the accounts by the Chief Financial Officer
In accordance with the requirements of the Accounts and Audit Regulations 2015, I certify that by  
signing this statement the Annual Financial Statements give a true and fair view of the financial position  
of the Council (and Group) at the accounting date and its income and expenditure for the year ended  
31 March 2026. 

C Harper CPFA - Chief Financial Officer 

Date: 30 June 2026
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Unearmarked 
General Fund 

Reserve

Other Earmarked 
Reserves

General Fund 
Balance

Capital Receipts 
Reserve

Capital Grants 
Unapplied

Total Usable 
Reserves

Unusable 
Reserves

Total Council 
Reserves

£000s £000s £000s £000s £000s £000s £000s £000s

Balance at 1 April 2024 8,000 40,487 48,487 3,450 51,557 103,494 228,628 332,122 

Movement in reserves 
during 2024-25

Total Comprehensive 
Income and Expenditure (104) - (104) - - (104) 8,148 8,044 

Adjustments between 
accounting basis & 
funding basis under 
regulations (Note 6)

- (11,811) (11,811) 986 (6,160) (16,985) 16,985 - 

Increase/Decrease 
before transfer to 
earmarked reserves

(104) (11,811) (11,915) 986 (6,160) (17,089) 25,133 8,044 

Transfers to / from 
earmarked reserves 104 (355) (251) (251) 251 - 

Increase/Decrease in 
the Year - (12,166) (12,166) 986 (6,160) (17,340) 25,384 8,044 

Balance at 31 March 
2025 carried forward 8,000 28,321 36,321 4,436 45,397 86,154 254,012 340,166 

Balance at 1 April 2025 8,000 28,321 36,321 4,436 45,397 86,154 254,012 340,166 

Movement in Reserve in 
2025-26

Total Comprehensive 
Income and Expenditure (2,196) - (2,196) - - (2,196) 8,040 5,844 

Adjustments between 
accounting basis & 
funding basis under 
regulations (Note 6)

- 618 618 100 3,223 3,941 (3,941) - 

Increase/Decrease 
before transfer to 
earmarked reserves

(2,196) 618 (1,578) 100 3,223 1,745 4,099 5,844 

Transfers to / from 
earmarked reserves 2,196 (1,473) 723 723 (723) - 

Increase / Decrease in 
the year - (855) (855) 100 3,223 2,468 3,376 5,844 

Balance at 31 March 
2026 carried forward 8,000 27,466 35,466 4,536 48,620 88,622 257,388 346,010 

General Fund analysed 
over:

Amounts earmarked 
(Note 7) 27,466 

Amounts uncommitted 8,000 

Total General Fund 
Reserve 
at 31 March 2026

35,466 

Movement in Reserves Statement for the year ended 31 March 2026
The Movement in Reserves Statement shows the movement from the start of the year to the end on the different reserves held by the Council, analysed 
into ‘usable reserves’ (i.e. those that can be applied to fund expenditure or reduce local taxation) and other ‘unusable reserves’. The Statement shows how 
the movements in year of the Council’s reserves are broken down between gains and losses incurred in accordance with generally accepted accounting 
practices and the statutory adjustments required to return to the amounts chargeable to council tax for the year. The Net Increase/Decrease line shows  
the statutory General Fund Balance movements in the year following those adjustments.
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2024 - 25 2025-26

£000s £000s £000s £000s £000s £000s

Gross 
Expenditure

Gross 
Income

Net 
Expenditure

Gross 
Expenditure

Gross 
Income

Net 
Expenditure

Adults, Health & Wellbeing 152,894 (110,809) 42,085 161,967 (120,365) 41,602 

Children's Services 198,589 (125,713) 72,876 229,213 (150,045) 79,168 

Community Services, Environment & Culture 55,957 (9,172) 46,785 75,517 (11,802) 63,715 

Corporate Management & Services 11,454 (5,941) 5,513 13,483 (13,261) 222 

Regeneration & Inclusive Growth 28,316 (13,086) 15,230 18,395 (12,462) 5,933 

Finance, Transformation & Performance 59,354 (43,836) 15,518 50,875 (35,444) 15,431 

Corporate Services 13,738 (2,913) 10,825 13,459 (1,595) 11,864 

Cost of Services 520,302 (311,470) 208,832 562,909 (344,974) 217,935 

Other Operating Income & Expenditure:

Parish council precepts 1,005 - 1,005 1,073 - 1,073 

(Gain) or loss on the disposal of non-current assets 4,929 (895) 4,034 7,297 (224) 7,073 

(Gain) or loss on trading accounts (not applicable to service) 17,088 (9,226) 7,862 18,125 (9,179) 8,946 

Financing and Investment Income and Expenditure:

Interest payable and similar charges 5,542 - 5,542 6,775 - 6,775 

Net (gains) / losses on financial assets at fair value through profit and loss (251) (251) 1 - 1 

Net interest on the net defined benefit liability/asset 51,778 (50,783) 995 62,551 (61,696) 855 

Interest receivable and similar income - (1,963) (1,963) - (2,250) (2,250)

Income & expenditure in relation to investment properties and changes in 
their fair value 880 (1,717) (837) 2,451 (1,594) 857 

Revaluation (Gain) / loss on Assets Held for Sale - (130) (130) - - - 

Taxation and Non-Specific Grant Income:

Council tax income - (117,554) (117,554) - (126,957) (126,957)

Non-domestic rates income and expenditure - (47,818) (47,818) - (47,451) (47,451)

Non-ringfenced government grants 3,372 (25,138) (21,766) - (27,776) (27,776)

Capital grants and contributions - (37,847) (37,847) - (36,885) (36,885)

(Surplus) or Deficit on Provision of Services 604,896 (604,792) 104 661,182 (658,986) 2,196 

(Surplus) or deficit on revaluation of non current assets (4,709) (9,477)

Re-measurements of the defined benefit liability (3,691) 2,160 

Other (gains) and losses 252 (723)

Other Comprehensive Income and Expenditure (8,148) (8,040)

Total Comprehensive Income and Expenditure  (8,044)  (5,844)

Comprehensive Income and Expenditure Statement for the year ended 31 March 2026
The Comprehensive Income and Expenditure Statement (CIES) shows the accounting cost in the year of providing services in accordance with generally 
accepted accounting practices, rather than the amount to be funded from taxation. Authorities raise taxation to cover expenditure in accordance with 
statutory requirements; this may be different from the accounting cost. The taxation position is shown in both the Expenditure and Funding analysis and  
the Movement in Reserves Statement.

2023/24 Restatement - The Comprehensive Income & Expenditure Statement (CIES) and their supporting notes, are compiled based on the Council’s 
reporting structure at the 31st March. This structure reflects the Directorate structure in place at that point in time. During 2024/25 the Council’s reporting 
structure was changed, however this restructure had no change to the overall net cost of services, Surplus/Deficit on Provision of Services.
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Balance Sheet Note 31 March 2026 31 March 2025

£000s £000s

Non-current assets

Property, plant and equipment 11 466,051 443,831 

Investment property 13 14,890 16,686 

Intangible assets 718 829 

Heritage Assets 12 11,299 11,274 

Long term investments 29 13,278 13,279 

Long Term Debtors 29 219 229 

Total non-current assets 506,455 486,128 

Current assets

Inventories 1,301 906 

Debtors 15 & 29 76,442 73,339 

Cash and Cash Equivalents 16 17,374 26,071 

Assets held for sale 2,118 2,464 

Total current assets 97,235 102,780 

Current liabilities

Cash and Cash Equivalents 16 (3,513) (1,432)

Short Term Borrowing 29 (75,346) (64,708)

Short Term Creditors 17 & 29 (52,895) (59,381)

Total current liabilities (131,754) (125,521)

Long term liabilities

Long Term Creditors 29 (172) (172)

Long Term Borrowing 29 (93,628) (86,072)

Provisions 33 (2,919) (3,699)

Other Long Term Liabilities 18 & 29 (25,086) (26,385)

Grants Receipts in Advance 28 (4,121) (6,893)

Total long term liabilities (125,926) (123,221)

Net Assets: 346,010 340,166 

Reserves 

Usable reserves:

General Fund Reserve 8,000 8,000 

Earmarked General Fund Reserves 7 27,466 28,321 

Capital Receipts Reserve 4,536 4,436 

Capital Grants Unapplied 48,620 45,397 

Total Usable Reserves 88,622 86,154 

Unusable Reserves:

Revaluation Reserve 20 87,803 82,833 

Capital Adjustment Account 19 205,004 196,389 

Financial Instruments Adjustment Account 23 (13)

Pooled Fund Adjustment Account (1,722) (1,721)

Pensions Reserve 31 (15,946) (17,239)

Collection Fund Adjustment Account 21 603 1,558 

Accumulated Absences Account (1,242) (1,070)

Dedicated Schools Grant Adjustment Account 24 (17,135) (6,725)

Total Unusable Reserves 257,388 254,012 

Total Reserves: 346,010 340,166 

Balance Sheet as at 31 March 2026
The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by the Council. The net assets of the Council 
(assets less liabilities) are matched by the reserves held by the Council. Reserves are reported in two categories. The first category of reserves are usable 
reserves, i.e. those reserves that the Council may use to provide services, subject to the need to maintain a prudent level of reserves and any statutory 
limitations on their use (for example the capital receipts reserve that may only be used to fund capital expenditure or repay debt). The second category of 
reserves are those that the Council is not able to use to provide services. This category of reserves includes reserves that hold unrealised gains and losses 
(for example the revaluation reserve), where amounts would only become available to provide services if the assets are sold; and reserves that hold timing 
differences shown in the Movement in Reserves Statement line “Adjustments between accounting basis and funding basis under regulations”.

Statement of Accounts 2025-26 | 25
Page 73



Note
31 March 2026 31 March 2025

£000s £000s

Net (surplus) or deficit on the provision of services 2,196 104 

Adjustments to net surplus or deficit on the provision of services for  
non-cash movements:

Depreciation, impairment and amortisation of non current assets (28,604) (18,932)

Revaluation (gains)/losses (75) 6,325 

Movement in net pension liability 3,453 (1,856)

Carrying amount of Non-Current Assets Sold (7,086) (5,446)

Other non-cash movement (386) 1,546 

Increase/(Decrease) in Inventories (Stock) 395 143 

Increase/(Decrease) in Debtors 6,502 518 

(Increase)/Decrease in Creditors 5,059 (3,909)

(Increase)/Decrease in Provisions 780 1,103 

Increase/(Decrease) in Long Term Debtors (10) (13)

(19,972) (20,521)

Adjustments for items included in the net surplus or deficit on the provision 
of services that are investing and financing activities:

Capital Grants credited to surplus or deficit on the provision of services 46,071 46,022 

Proceeds from the disposal of non current assets 720 1,074 

46,791 47,096 

Net cashflow from operating activities 29,015 26,679 

Investing activities

Purchase of property, plant and equipment, investment property and 
intangible assets 38,409 46,208 

Increase in short term and long term investments (1) 251 

Proceeds from the sale of property, plant and equipment, investment property 
and intangibles (1,089) (1,074)

Other receipts from investing activities (43,300) (49,045)

Net cashflow from investing activities (5,981) (3,660)

Financing activities

Other receipts from financing activities (310) (1,298)

Cash payments for liabilities relating to leases and PFI Contracts 6,248 (944)

Increase in short and long term borrowings (18,194) (42,393)

Net cashflow from financing activities (12,256) (44,635)

Net (increase) or decrease in cash and cash equivalents 10,778 (21,616)

Cash and cash equivalents at the beginning of the reporting period (24,639) (3,023)

Cash and cash equivalents at the end of the reporting period 16 (13,861) (24,639)

The cashflow for operating activities includes the following items:

Interest received (1,415) (1,382)

Dividends received (867) (665)

Interest paid 5,806 4,902 

Cash Flow Statement for the year ended 31 March 2026
The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during the reporting period. The statement shows how the 
Council generates and uses cash and cash equivalents by classifying cash flows as operating, investing and financing activities. The amount of net cash 
flows arising from operating activities is a key indicator of the extent to which the operations of the Council are funded by way of taxation and grant income 
or from the recipients of services provided by the Council. Investing activities represent the extent to which cash outflows have been made for resources 
which are intended to contribute to the Council’s future service delivery. Cash flows arising from financing activities are useful in predicting claims on  
future cash flows by providers of capital (i.e. borrowing) to the Council.
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Adjustments between Funding and Accounting Basis 2025-26

Restated Adjustments between Funding and Accounting Basis 2024-25

Adjustments from General Fund to arrive at the 
Comprehensive Income and Expenditure Statement 
Amounts	

Adjustments  
for Capital  
Purposes

Net change for the  
Pensions 

Adjustments

Other 
Differences

Total 
Adjustments

£000s £000s £000s £000s

Adults, Health & Wellbeing 1,187 43 (35,917) (34,687)

Children's Services 6,173 70 2,879 9,122 

Community Services, Environment & Culture (1,717) 24 12,031 10,338 

Corporate Management & Services (2,594) 12 600 (1,982)

Regeneration & Inclusive Growth 12,858 8 769 13,635 

Finance, Transformation & Performance (1,618) 690 818 (110)

Corporate Services - 14 (340) (326)

Net Cost of Services 14,289 861 (19,160) (4,010)

Other Income and Expenditure from the Expenditure 
and Funding Analysis (34,398) 995 37,517 4,114 

Difference between General Fund Surplus or Deficit 
and Comprehensive Income and Expenditure Surplus 
or Deficit on the Provision of Services

(20,109) 1,856 18,357 104 

Note 1: Expenditure & Funding Analysis

The Expenditure and Funding Analysis shows how annual expenditure is used and funded from resources (government grants, rents, council tax and 
business rates) by local authorities in comparison with those resources consumed or earned by authorities in accordance with generally accepted 
accounting practices. It also shows how this expenditure is allocated for decision making purposes between the council’s directorates/services/
departments. Income and expenditure accounted for under generally accepted accounting practices is presented more fully in the Comprehensive Income 
and Expenditure Statement.

Notes to the financial statements 

Expenditure & Funding Analysis

2024-25 2025-26

Net Expenditure 
Chargeable to the 
General Fund

Adjustments 
between the Funding 
and Accounting 
Basis

Net Expenditure in 
the Comprehensive 
Income and 
Expenditure 
Statement

Net Expenditure 
Chargeable to the 
General Fund

Adjustments 
between the 
Funding and 
Accounting Basis

Net Expenditure in 
the Comprehensive 
Income and 
Expenditure 
Statement

£000s £000s £000s £000s £000s £000s

Adults, Health & Wellbeing 76,772 (34,687) 42,085 83,832 (42,230) 41,602 

Children's Services 63,754 9,122 72,876 67,462 11,706 79,168 

Community Services, Environment & Culture 36,447 10,338 46,785 46,344 17,371 63,715 

Corporate Management & Services 7,495 (1,982) 5,513 4,671 (4,449) 222 

Regeneration & Inclusive Growth 1,596 13,635 15,231 2,770 3,163 5,933 

Finance, Transformation & Performance 15,628 (110) 15,518 14,568 863 15,431 

Corporate Services 11,150 (326) 10,825 11,953 (90) 11,864 

Net Cost of Services 212,842 (4,010) 208,832 231,600 (13,666) 217,935 

Other Income and Expenditure (212,842) 4,114 (208,728) (231,600) 15,861 (215,739)

Surplus or Deficit 0 104 104 0 2,196 2,196 

Opening General Fund Reserve (8,000) (8,000)

Less/Plus (Surplus) or Deficit 0 0

Closing General Fund Reserve at 31 March (8,000) (8,000)
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Adjustments from General Fund to arrive at the 
Comprehensive Income and Expenditure Statement 
Amounts	

Adjustments  
for Capital  
Purposes

Net change for the  
Pensions 

Adjustments

Other 
Differences

Total 
Adjustments

£000s £000s £000s £000s

Adults, Health & Wellbeing 870 (1,137) (41,963) (42,230)

Children's Services 3,667 (1,777) 9,816 11,706 

Community Services, Environment & Culture 14,093 (906) 4,184 17,371 

Corporate Management & Services (1,999) (323) (2,127) (4,449)

Regeneration & Inclusive Growth 4,435 (207) (1,065) 3,163 

Finance, Transformation & Performance - 389 474 863 

Corporate Services - (347) 257 (90)

Net Cost of Services 21,066 (4,308) (30,424) (13,666)

Other Income and Expenditure from the Expenditure 
and Funding Analysis (27,773) 855 42,779 15,861 

Difference between General Fund Surplus or Deficit 
and Comprehensive Income and Expenditure Surplus 
or Deficit on the Provision of Services

(6,707) (3,453) 12,356 2,196 

Note 2: Notes to the Expenditure & Funding Analysis
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Adjustments for capital purposes

This column adds in depreciation and impairment 
and revaluation gains and losses in the services 
line, and for:

•	 Other operating expenditure - adjusts for 
capital disposals with a transfer of income on 
disposal of assets and the amounts written off 
for those assets.

•	 Financing and investment income and 
expenditure - the statutory charges for capital 
financing i.e. Minimum Revenue Provision 
and other revenue contributions are deducted 
from other income and expenditure as these 
are not chargeable under generally accepted 
accounting practices.

•	 Taxation and non-specific grant income and 
expenditure - capital grants are adjusted 
for income not chargeable under generally 
accepted accounting practices. Revenue 
grants are adjusted from those receivable in 
the year to those receivable without conditions 
or for which conditions were satisfied 
throughout the year. The Taxation and Non 
Specific Grant Income and Expenditure line is 
credited with capital grants receivable in the 
year without conditions or for which conditions 
were satisfied in the year.

Net Change for the Pensions Adjustments

•	 This is the net change for the removal of 
pension contributions and the addition of 
IAS 19 Employee Benefits pension related 
expenditure and income: 

•	 For services - this represents the removal of 
the employer pension contributions made by 
the authority as allowed by statute and the 
replacement with current service costs and 
past service costs.

•	 For Financing and investment income and 
expenditure - the net interest on the defined 
benefit liability is charged to the CIES.

Other Differences

•	 Other Differences between amounts debited/
credited to the Comprehensive Income and 
Expenditure Statement and amounts payable/
receivable to be recognised under statute

•	 For Financing and Investment Income and 
Expenditure - the other differences column 
recognises adjustments to the General Fund 
for the timing differences for premiums and 
discounts. The other differences column also 
recognises adjustments between the General 
Fund and Earmarked Reserves.

•	 The charge under Taxation and non-specific 
grant income and expenditure represents the 
difference between what is chargeable under 
statutory regulations for council tax and NDR 
that was projected to be received at the start 
of the year and the income recognised under 
generally accepted accounting practices in 
the Code. This is a timing difference as any 
difference will be brought forward in future 
Surpluses or Deficits on the Collection Fund.
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Note 3: Accounting Standards that have been issued but have not yet been adopted 

The Code requires the disclosure of information 
relating to the expected impact of an accounting 
change that will be required by a new standard 
that has been issued but not yet adopted. This 
applies to the adoption of new or amended 
standards within the 2026/27 Code. New or 
amended standards that are expected to be 
introduced in the 2026/27 Code that apply from  
1 April 2026 are: 

a).	 Amendments to FRS 102 The Financial 
Reporting Standard applicable in the UK and 
Republic of Ireland (Amendments to Heritage 
assets) issued in March 2024 

b).	 Amendments to the Classification and 
Measurement of Financial Instruments 
(Amendments to IFRS 9 and IFRS 7) issued 
in May 2024

c).	 Annual improvements to IFRS accounting 
standards - Volume 11 issued in July 2024 

d).	 Contracts Referencing Nature-dependent 
Electricity (Amendments to IFRS 9 and  
IFRS 7) issued in December 2024.

The impact of these changes has not yet been 
fully assessed on the Authority’s Accounts but 
it will be dependent on arrangements in place 
at that time and further details of the potential 
impact will be disclosed when more information 
becomes available.

Page 77



30 | Statement of Accounts 2025-26

Note 4: Critical Judgements in Applying Accounting Policies

In applying it’s accounting policies the Council has 
had to make certain judgements about complex 
transactions or those involving uncertainty about 
future events. The critical judgements made in the 
Statement of Accounts are: 

PFI Schemes - The Council is involved with a 
PFI contract to provide schools and a library in 
Ingleby Barwick. After an assessment under the 
requirements of IFRIC 12, it has been determined 
that these are effectively under the control of 
the Council. The accounting policies relating to 
PFI schemes have therefore been applied to this 
arrangement and the associated assets have 
been recognised on the Council’s balance sheet 
with the exception of All Saints School which has 
attained academy status.

The Council has applied its judgement in the 
classification of investment properties. Investment 
properties are held to earn rentals, for capital 
appreciation or both. Some properties earn rentals 
but are held for regeneration purposes or wider 
socio-economic reasons. Where this is the case, 
these properties have been classed as Property, 
Plant and Equipment.

The Council has brought voluntary controlled 
schools on-balance sheet because they meet 
the requirements for recognition under IAS 16, 
the Council acts as the admissions authority and 
employs the school staff. Voluntary aided schools 
remain off-balance sheet as they do not meet 
the same tests as those for voluntary controlled 
schools.

In accordance with the CIPFA Code, the Council 
applies indexation to asset values to ensure they 
are materially updated for changes in relevant 
variables. The choice of indices is based on expert 
guidance, with judgement and decision made by 
qualified valuers.
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Item Uncertainties Effect if Actual Results Differ from Assumptions

Pension Assets / 
Liabilities 

Estimation of the net pension assets and liability 
to pay pensions depends on a number of complex 
judgements relating to the discount rate used, the 
rate at which salaries are projected to increase, 
changes in retirement ages, mortality rates and 
the expected returns on pension fund assets.

A firm of consulting actuaries is engaged to 
provide the Council with expert advice about the 
assumptions to be applied. 

The effects on the net pension liability of changes 
in individual assessments can be measured. 
For instance, a 0.1% decrease in the discount 
rate assumption would result in an increase in 
the pension liability of £11.507 million. Note 31 
provides further details.

Property Plant and 
Equipment

To meet CIPFA Code requirements asset 
valuations are based on current value and 
valuations are carried out on 5-year rolling 
programme, supported by indexation in 
intervening years. A desktop valuation will be 
undertaken in year 3 where no indexation is 
available. This is to ensure that the Council does 
not materially misstate non current assets. Assets 
are depreciated over their estimated useful lives 
and are based on assumptions about the level of 
repairs and maintenance that will be incurred and 
useful economic lives.

If the useful life of assets is reduced, depreciation 
increases and the carrying amount of the asset 
falls. It is estimated that the annual depreciation 
charge for Property Plant and Equipment would 
increase by £0.986 million for every year that 
useful lives had to be reduced. See Note 11  
for further information.

Revaluations

To meet the CIPFA Code requirements valuations 
are carried out on a 5 year rolling programme, 
meaning that there is a possibility of material 
changes in value between valuations. 

The risk is minimised by indexation in intervening 
years alongside a desk top valuation in year 
three where no indexation is available. An annual 
impairment review is also carried out to ensure 
that current value of annual valuations of all 
significant assets to ensure that the current value 
of assets as at the 31 March are not materially 
misstated. 

At 31 March 2026, the Council revalued Property 
Plant and Equipment to the value of £466.051 
million, and investment properties to the value of 
£14.890 million. A 1% change in the estimation 
of these property values would lead to a £4.661 
million change in the value of the Council’s land 
and buildings and £0.149 million change in the 
value of the Council’s investment properties. 
These changes to valuations would not have a 
direct impact on the Council’s general fund, since 
any effect charged to the CIES would be reversed 
to the Council’s unusable reserves. See Note 11 
for further information.

Note 5: Assumptions Made About The Future And Other Major Sources Of 
Estimation Uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions made by the 
Council about the future or that are otherwise uncertain. Estimates are made by taking into account 
historical experience, current trends and other relevant factors. However, because balances cannot be 
determined with certainty, actual results could be different from the assumptions and estimates.

The items in the Council’s Balance Sheet at 31 March 2026 which contain estimates are as follows:
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2025-26

General 
Fund 
Balance

Capital 
Receipts 
Reserve

Capital 
Grants 
Unapplied

Movement 
in 
Unusable 
Reserves

£000s £000s £000s £000s

Adjustments involving the Capital Adjustment Account (see note 19) (7,994) 7,994 

Adjustments involving the Revaluation Reserve 4,507 (4,507)

Adjustments involving the Capital Grants Unapplied Account (3,223) 3,223 - 

Adjustments involving the Capital Receipts Reserve (721) 100 621 

Adjustments involving Dedicated Schools Grant Adjustment Account 10,410 (10,410)

Adjustments involving the Financial Instruments Adjustment Account (36) 36 

Adjustments involving the Pensions Reserve (3,453) 3,453 

Adjustments Involving the Pooled Fund Adjustment Account 1 (1)

Adjustments involving the Collection Fund Adjustment Account  
(see note 21) 955 (955)

Adjustments involving the Accumulated Absences Adjustment Account 172 (172)

Total Adjustments 618 100 3,223 (3,941)

Note 6: Adjustments between accounting basis and funding basis under regulations

This note details the adjustments that are made to the total Comprehensive Income and Expenditure 
recognised by the authority in the year in accordance with proper accounting practice to arrive at the 
resources that are specified by statutory provisions as being available to the authority to meet future 
capital and revenue expenditure. 

2024-25 Comparative figures

General 
Fund 
Balance

Capital 
Receipts 
Reserve

Capital 
Grants 
Unapplied

Movement 
in 
Unusable 
Reserves

£000s £000s £000s £000s

Adjustments involving the Capital Adjustment Account (see note 19) (28,813) 28,813 

Adjustments involving the Revaluation Reserve 4,122 (4,122)

Adjustments involving the Capital Grants Unapplied Account 6,160 (6,160) - 

Adjustments involving the Capital Receipts Reserve (1,075) 986 89 

Adjustments involving Dedicated Schools Grant Adjustment Account 673 (673)

Adjustments involving the Financial Instruments Adjustment Account (42) 42 

Adjustments involving the Pensions Reserve 1,856 (1,856)

Adjustments Involving the Pooled Fund Adjustment Account (251) 251 

Adjustments involving the Collection Fund Adjustment Account  
(see note 21) 5,774 (5,774)

Adjustments involving the Accumulated Absences Adjustment Account (215) 215 

Total Adjustments (11,811) 986 (6,160) 16,985 
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Earmarked Reserves

Balance at 
31 March 
2024

Transfers 
Out  
2024-25

Transfers 
In  
2024-25

Balance at 
31 March 
2025

Transfers 
Out  
2025-26

Transfers 
In  
2025-26

Balance at 
31 March 
2026

£000s £000s £000s £000s £000s £000s £000s

Capital Reserves

Stockton Town Centre Regeneration (508) 98 - (410) 113 - (297)

Approved Capital Schemes (9,875) 5,533 (99) (4,441) 1,044 (1,463) (4,860)

Fleet Renewals Fund (1,482) 149 (524) (1,857) 2,210 (491) (138)

Total Capital Reserves (11,865) 5,780 (623) (6,708) 3,367 (1,954) (5,295)

Revenue Reserves

Insurance Fund (6,032) 1,000 (160) (5,192) 676 - (4,516)

Commuted Lump Sums (928) 928 - - - - - 

Pooled Funds and Interest Rate Risk (1,700) - (262) (1,962) 962 - (1,000)

ICT Infrastructure (400) 260 - (140) 140 - - 

Government Grants Income in 
Advance

(342) 342 - - - - - 

Transformation & Implementation (2,401) 1,409 (515) (1,507) - (3,253) (4,760)

MTFP Transition Reserve (181) - (1,000) (1,181) 882 - (299)

ARCC Probation Service (1,289) 1,289 - - - - - 

Health & Integration (5,693) 4,495 (96) (1,294) 945 (427) (776)

NNDR S31 Grant (2,194) 2,194 - - - - - 

MTFP Resilience Reserve - 7,019 (7,935) (916) 2,559 (2,708) (1,065)

Covid Recovery Funds (132) 132 - - - - - 

Other Revenue Reserves (1,539) 2,485 (6,999) (6,053) 2,575 (1,783) (5,261)

Total Revenue Reserves (22,831) 21,553 (16,967) (18,245) 8,739 (8,171) (17,677)

Schools Related Reserves

Balances held by schools under  
a scheme of delegation

(3,537) 364 (195) (3,368) 785 (211) (2,794)

Dedicated Schools Grant (2,254) 2,254 - - - (1,700) (1,700)

Total Schools Related Reserves (5,791) 2,618 (195) (3,368) 785 (1,911) (4,494)

Total Earmarked Reserves (40,487) 29,951 (17,785) (28,321) 12,891 (12,036) (27,466)

Note 7: Movements in Earmarked Reserves

This note sets out the amounts set aside from the General Fund balances in earmarked reserves to 
provide financing for future expenditure plans and the amounts posted back from earmarked reserves 
to meet General Fund expenditure in 2025-26. The purpose of each earmarked reserve is set out in 
Appendix A. Note 24 to the accounts provides further detail on the Dedicated School Grant Deficit.
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Segmental Income
2025-26 2024-25

£000s £000s

Services

Adults, Health & Wellbeing (21,482) (21,446)

Childrens Services (5,863) (6,579)

Community Services, Environment & Culture (7,702) (5,061)

Corporate Management & Services (4,749) (3,008)

Finance, Transformation & Performance (2,252) (1,827)

Regeneration & Inclusive Growth (4,606) (4,992)

Corporate Services (860) (695)

Other Income (7,785) (8,161)

Total income analysed on a segmental basis (55,299) (51,769)

 

Members' Allowances
2025-26 2024-25

£000s £000s

Basic Allowances 520 518 

Special Responsibility Allowances 206 208 

Travel & Expenses 0 0 

Total 726 726 

Note 8: Segmental Income

The Council receives significant Fees and Charges income from external customers.  
The total income received on a segmental basis is analysed below: 

Note 9: Members' Allowances

Details of the amounts paid to each elected member of the Council are published annually. The total 
amount paid to members in respect of basic allowance, special responsibility allowance, Mayoral 
Allowances, travel & subsistence and carer’s allowances was £726,523 (last year: £726,101). 
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Post holder information

Salary  
(Including fees  
& Allowances)

Expense 
Allowances

Benefits in kind Total 
Remuneration 
excluding 
pension 
contributions 
24/25

Compensation 
for Loss of 
Office

Pension 
contributions

Total 
Remuneration 
including 
pension 
contributions 
24/25

£ £ £ £ £ £ £

Chief Executive (Mike Greene) 173,252 0 1,056 174,308 0 26,036 200,344

Deputy Chief Executive & Director of Finance,  
Transformation & Performance 147,703 152 0 147,855 0 20,088 167,943

Director of Children's Services 131,205 0 1,558 132,763 0 16,778 149,541

Director Adults, Health and Wellbeing 138,463 0 0 138,463 0 18,949 157,412

Director of Regeneration & Inclusive Growth 72,763 82 0 72,845 0 9,896 82,741

Director of Corporate Services (Monitoring Officer) 139,333 0 1,628 140,961 0 17,660 158,621

Director of Community Services, Environment & Culture 139,333 0 0 139,333 0 18,405 157,738

942,052 234 4,242 946,528 0 127,812 1,074,340

Statement of Accounts 2025-26 | 35

Remuneration Summary Bandings

Number of Employees

2025-26 2024-25 2025-26 2024-25

Council Council Schools Schools

£50,000 - £54,999 143 95 49 40 

£55,000 - £59,999 53 54 30 23 

£60,000 - £64,999 23 13 17 13 

£65,000 - £69,999 21 15 9 4 

£70,000 - £74,999 14 13 3 8 

£75,000 - £79,999 7 5 7 3 

£80,000 - £84,999 4 6 1 6 

£85,000 - £89,999 2 6 5 4 

£90,000 - £94,999 11 - 2 1 

£95,000 - £99,999 1 7 1 - 

£100,000 - £104,999 6 5 - 1 

£105,000 - £109,999 5 3 1 - 

£110,000 - £114,999 2 1 - - 

£125,000 - £129,999 - - - 1 

£150,000 - £154,999 - - 1 - 

Note 10: Employee Remuneration

The number of employees whose taxable remuneration, including benefits, redundancy and other severance payments, exceeded £50,000 is shown below, 
in bands of £5,000:

Post holder information

Salary 
(Including fees 
& Allowances)

Expense 
Allowances

Benefits in kind Total 
Remuneration 
excluding 
pension 
contributions 
24/25

Compensation 
for Loss of 
Office

Pension 
contributions

Total 
Remuneration 
including 
pension 
contributions 
24/25

£ £ £ £ £ £ £

Chief Executive (Mike Greene) 178,795 0 2,600 181,395 0 24,318 205,713

Deputy Chief Executive & Director of Finance,  
Transformation & Performance 55,467 0 716 56,183 0 5,908 62,091

Chief Financial Officer 96,562 0 1,354 97,916 0 14,125 112,041

Director of Children's Services 143,792 0 2,122 145,914 0 19,678 165,592

Director Adults, Health and Wellbeing 141,954 0 1,052 143,006 0 20,361 163,366

Director of Regeneration & Inclusive Growth 143,792 0 0 143,792 0 20,994 164,786

Director of Corporate Services (Monitoring Officer) 143,792 0 1,628 145,420 0 19,610 165,030

Director of Community Services, Environment & Culture 143,792 0 0 143,792 0 20,994 164,786

1,047,945 0 9,472 1,057,417 0 145,986 1,203,404

 
Remuneration of Senior Employees 2025-26

 
Remuneration of Senior Employees 2024-25

Remuneration of the Chief Executive and the Council’s senior staff has been excluded above. Details are shown in the following tables.

In July 2025 the Deputy Chief Executive & Director of Finance, Transformation & Performance retired from the authority with the post of Chief Financial 
Officer being created to undertake the statutory section 151 requirements. The Chief Financial Officer undertook the acting Section 151 position from  
July 2026 until the posts was approved by Council in November 2026.

During 2024/25 the post of Director Regeneration & Inclusive Growth was created. The Officer commenced employment with the Council in September 
2024. The new Director of Children’s Service commenced employment in April 2024.
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Movements in 2025-26
Other 
Land & 
Buildings

Vehicles, 
Plant & 
Equipment

Right of 
Use Assets

Community
Assets

Surplus 
Assets

PP&E Under 
Construction Total 

£000s £000s £000s £000s £000s £000s
Cost or Valuation

At 1 April 2025 242,098 18,450 15,619 603 3,464 10,514 290,748 

Additions 8,434 3,447 4,917 310 16,857 33,965 

Accumulated depreciation written 
off on revaluation (12,817) 0 0 0 0 0 (12,817)

Accumulated depreciation & 
impairment written off to Gross 
Carrying Amount (GCA)

0 0 0 0 (63) 0 (63)

Revaluation increases/(decreases) 
recognised in the Revaluation 
Reserve 

9,447 0 0 0 30 0 9,477 

Revaluation increases/(decreases) 
recognised in the (Surplus)/Deficit 
on provision of services

1,387 0 0 0 (243) 0 1,144 

Derecognition - disposals (7,883) (234) 0 0 (79) 0 (8,196)

Other reclassifications * (3,527) (884) 0 0 0 (39) (4,450)

At 31 March 2026 237,139 20,779 20,536 603 3,419 27,332 309,808 

Accumulated Depreciation and 
Impairment

At 1 April 2025 (15,707) (13,143) (3,002) (43) 0 (38) (31,933)

Depreciation Charge (9,843) (1,420) (2,006) 0 (17) 0 (13,286)

Accumulated depreciation written 
off on revaluation 12,817 0 0 0 17 0 12,834 

Impairment losses/reversals 
recognised in the (Surplus)/Deficit 
on provision of services

(1,936) (2,194) 0 0 (143) 0 (4,273)

Derecognition - disposals 578 193 0 0 0 0 771 

Other reclassifications 3,527 884 0 0 0 39 4,450 

At 31 March 2026 (10,564) (15,680) (5,008) (186) 0 1 (31,437)

Net Book Value

At 31 March 2026 226,575 5,099 15,528 417 3,419 27,333 278,371 

At 31 March 2025 226,391 5,306 12,616 560 3,464 10,476 258,814 

Note 11: Non Current Assets - Property, Plant & Equipment

* Reduction in the cost or valuation and accumulated depreciation to write out 2024/25 impaired 
capital expenditure included in the brought forward balances.

The NBV of PFI asset totals £2.370m as at 31st March 2026, this is included within other  
Land & Buildings total.
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Infrastructure Assets

In accordance with the Temporary Relief offered by the Code on infrastructure assets, this note does 
not include disclosure of gross cost and accumulated depreciation for infrastructure assets because 
historical reporting practices and resultant information deficits mean that this would not faithfully 
represent the asset position to the users of the financial statements. The authority has chosen not to 
disclose this information as the previously reported practices and resultant information deficits mean 
that gross cost and accumulated depreciation are not measured accurately and would not provide 
the basis for the users of the financial statements to take economic or other decisions relating to 
infrastructure assets. Details of the Net Book value of Infrastructure Assets are included in the table 
below.

The authority has determined in accordance with Regulation [30M England or 24L Wales] of the Local 
Authorities (Capital Finance and Accounting) (England/Wales) (Amendment) Regulations 2022 that the 
carrying amounts to be derecognised for infrastructure assets when there is replacement expenditure  
is nil.

Right of Use Assets
L&B 

Commercial 
Lease

L&B Non 
Commercial 

Lease
Vehicle Lease PPE Lease Total 

£000s £000s £000s £000s £000s
Cost or Valuation
At 1 April 2025 1,792 5,205 8,548 72 15,617 

Additions 0 0 4,917 0 4,917 

At 31 March 2026 1,792 5,205 13,465 72 20,534 

Accumulated Depreciation and Impairment
At 1 April 2025 (157) - (2,809) (36) (3,002)
Depreciation Charge (164) (221) (1,585) (36) (2,006)

At 31 March 2026 (321) (221) (4,394) (72) (5,008)

Net Book Value

At 31 March 2026 1,471 4,984 9,071 0 15,526 

At 31 March 2025 1,635 5,205 5,739 36 12,615 

Right of Use (ROU) Valuations

Assets included within L&B Commercial, Vehicles and PPE have been valued using the cost model as 
this is considered an appropriate proxy for current value in existing use (or fair value).

Assets included within L&B non commercial include peppercorn leases and leases provided for nil or 
nominal consderation. These valuations have been undertaken by District Valuers in accordance with 
the methodolgies and bases for estimation set out in the professional standards of the Royal Institution 
of Chartered Surveyors. The effective date for the valuations in 25-26 is 31st March 2026.

A summary of the Right of Use asset per class is shown below.

Infrastructure Assets Net Book Value Total

At 31 March 2025 185,017 
Additions 12,556 
Depreciation (9,871)
Other (22)
At 31 March 2026 187,680 
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Movements in 2024-25
Other 
Land & 
Buildings

Vehicles, 
Plant & 
Equipment

Right of 
Use Asset

Community
Assets

Surplus 
Assets

PP&E Under 
Construction Total 

£000s £000s £000s £000s £000s £000s
Cost or Valuation

At 1 April 2024 230,794 24,210 0 210 3,517 1,254 259,985 

Opening balance adjustment ** 0 0 7,292 0 0 0 7,292 

Additions 24,103 1,598 2,288 393 137 9,260 37,779 

Accumulated depreciation written 
off on revaluation (8,840) 0 (221) 0 (16) 0 (9,077)

Revaluation increases/(decreases) 
recognised in the Revaluation 
Reserve

4,709 0 0 0 0 0 4,709 

Revaluation increases/(decreases) 
recognised in the (Surplus)/Deficit 
on provision of services

6,420 0 0 0 (174) 0 6,246 

Derecognition - disposals (5,297) (403) 0 0 0 0 (5,700)

Reclassified to/from held for sale/
surplus (193) 0 0 0 0 0 (193)

Reclassified to/from ROU Assets ** 0 (6,260) 6,260 0 0 0 0

Other reclassifications * (9,598) (695) 0 0 0 0 (10,293)

At 31 March 2025 242,098 18,450 15,619 603 3,464 10,514 290,748 

Accumulated Depreciation and 
Impairment

At 1 April 2024 (22,665) (13,386) 0 0 0 0 (36,051)

Depreciation Charge (8,958) (2,767) (415) 0 (16) 0 (12,156)

Accumulated depreciation written 
off on revaluation 8,840 0 221 0 16 0 9,077 

Impairment losses/reversals 
recognised in the (Surplus)/Deficit 
on provision of services

(2,900) (884) 0 (43) 0 (38) (3,865)

Derecognition - disposals 378 389 0 0 0 767 

Reclassified to/from ROU Assets ** 0 2,809 (2,809) 0 0 0 0

Other reclassifications * 9,598 695 0 0 0 10,293 

At 31 March 2025 (15,707) (13,143) (3,002) (43) 0 (38) (31,934)

Net Book Value

At 31 March 2025 226,391 5,306 12,616 560 3,464 10,476 258,814 

At 31 March 2024 208,129 10,823 0 210 3,517 1,254 223,935 

Total Non Current Assets Net Book Value Total

At 31 March 2025 443,831 
At 31 March 2026 466,051 

Total Non Current Assets Net Book Value is shown in the table below; 

* Reduction in the cost or valuation and accumulated depreciation to write out 2024/25 impaired capital 
expenditure included in the brought forward balances.

**The Council has adopted IFRS 16 Leases with effect from 1 April 2025. Although the code requires 
that the Council applies IFRS 16 retrospectively, as if the accounting standard had always been 
recognised, comparative figures for the prior year are not restated, the code requires that cumulative 
effect to be recognised as at 1 April 2024.
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Detail of the opening balance adjustment and ROU Asset by asset clasification are included in the table 
below.

The NBV of PFI asset totals £1.826m as at 31st March 2025, this is included within other Land & 
Buildings total.

Infrastructure Assets Net Book Value Total

At 31 March 2024 185,508 
Additions 9,557 
Depreciation (9,927)
Other (121)
At 31 March 2025 185,017 

Total Non Current Assets Net Book Value Total

At 31 March 2024 409,442 
At 31 March 2025 443,831 

Total Non Current Assets Net Book Value is shown in the table below; 

Right of Use Assets
L&B 

Commercial 
Lease

L&B Non 
Commercial 

Lease
Vehicle Lease PPE Lease Total 

£000s £000s £000s £000s £000s
Cost or Valuation
At 1 April 2024

Opening Balance Adjustment (Recognition of 
ROU Assets on transition) 1,792 5,427 72 7,291 

Additions 2,288 2,288 

Accumulated Depreciation & Impairment written 
off to GCA (221) (221)

Reclassification to ROU Assets 6,260 6,260 
At 31 March 2025 1,792 5,206 8,548 72 15,617 

Accumulated Depreciation and Impairment
At 1 April 2024 - 
Depreciation Charge (157) (221) (36) (415)

Accumulated Depreciation written off to GCA 221 221 

Reclassification to ROU Assets (2,809) (2,809)

At 31 March 2025 (157) (0) (2,809) (36) (3,002)

Net Book Value

At 31 March 2025 1,635 5,206 5,739 36 12,615 

At 31 March 2024 0 0 0 0 0 
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Operational Assets
Other Land & 

Buildings
Right of Use 

Assets

Vehicles, 
Plant & 

Equipment

Community 
Assets

Surplus 
Assets Total

£000s £000s £000s £000s £000s £000s

Valued at historical cost 13,537 20,536 34,073 

Valued at current value as at:

Current Year 98,524 7,242 3,419 109,185 

2024/2025 83,124 603 83,727 

2023/2024 39,741 - 39,741 

2022/2023 10,249 10,249 

2021/2022 5,501 5,501 

Total 237,139 20,779 20,536 603 3,419 282,476 

Depreciation
The following useful lives and depreciation rates 
have been used in the calculation of depreciation:

PPE
Other Land and Buildings - 30 to 90 years
Vehicles, Plant, Furniture & Equipment - 5 to 15 
years

Infrastructure Assets	
Carriageways - 30 years
Footways and cycle tracks - 30 years
Structures (bridges) - 80 years
Street lighting - 30 years
Bus shelters - 25 years
Traffic management systems - 15 years
Traffic signals - 15 years
Pedestrian crossings - 15 years

Capital Commitments
At 31 March 2026, the Authority has entered into 
a number of contracts for the construction or 
enhancement of Property, Plant and Equipment 
in 2026/27 and future years of which the major 
schemes are as follows:

School place extensions/ alterations - £0.661m
Carriageway Resurfacing - £2m

Urban Park and Land Bridge - £1.518m
Durham Lane Industrial Estate - £1.727m
Cycleways - £7.406m
Thornaby Pool - £12.216

Revaluations
From the 1st April 2025, the Code of Practice on 
Local Authority Accounting in the United Kingdom  
(the code) requirments changed in respect of 
revaluations of property, plant and equipment.

•	 Property, plant and equipment revaluing 
valuations once every 5 years or on a 
rolling basis and supported by indexation in 
intervening years.

•	 Alternativey, a desk top valuation in year three 
where no indexation is available.

•	 Transitional arrangements when applying these 
changes so that they are applies propectively,  
with no restatement of prior year figures.

The changes to the code apply to the following 
asset categories:

•	 Other Land & Builings

•	 Vehicles, plant. Furniture and equipment

•	 Surplus Assets

•	 Right of Use Assets measured at current value.

The Council has implemented rolling programme that ensures that all property, plant and equipment 
required to be measured at current value is revalued every five years. This replaces a programme that 
previously revalued higher value assets every three years and lower value assets every 5 years. The 
2025/26 valuations have been carried out internally, District valuer Service, Knight Frank and Sanderson 
Weathall. Valuations of land and buildings were carried out in accordance with the methodologies 
and bases for estimation set out in the professional standards of the Royal Institution of Chartered 
Surveyors. The effective date for all revaluations in 25/26 is 31st March 2025.
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2025-26
Artworks

Ceramics 
Glass 
Silverware & 
Decorative 
Art

Weapons 
& Militeria Transport Archaeological Civic 

Regalia Total 

£000s £000s £000s £000s £000s £000s £000s

Valuation

At 1 April 2025 6,535 1,464 2,538 47 510 180 11,274 

Additions - - - 25 - - 25 

Revaluations - - - - - - - 

At 31 March 2026 6,535 1,464 2,538 72 510 180 11,299 

Note 12: Non Current Assets - Heritage Assets

2024-25
Artworks

Ceramics 
Glass 
Silverware & 
Decorative 
Art

Weapons 
& Militeria Transport Archaeological Civic 

Regalia Total 

£000s £000s £000s £000s £000s £000s £000s

Valuation

At 1 April 2024 6,500 1,464 2,538 47 510 180 11,239 

Additions 35 - - - - - 35 

Revaluations - - - - - - - 

At 31 March 2025 6,535 1,464 2,538 47 510 180 11,274 

The majority of the authority’s heritage assets are held at Preston Hall Museum. These assets are 
held in support of the primary objective of the authority’s museum i.e. increasing the knowledge and 
understanding and appreciation of the Boroughs history. The reconciliation of the carrying value of 
heritage assets held by the authority is shown in the table below.

Revaluations

A comprehensive valuation was undertaken in 2018/19 by Anderson & Garland Ltd who are auctioneers 
and valuers. Dependant on the artifact in question the value is either the new replacement value, 
the second-hand replacement value, the facsimile value or the compensation value. The Authority 
considers that the cost of obtaining annual external valuations would involve disproportionate costs 
in relation to the benefits to the user of the Authority’s accounts. Heritage Assets are carried at their 
revalued amount and are reviewed on an annual basis to ensure the valuations remain current.
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31 March 2026 31 March 2025

£000s £000s

Rental income from investment property 1,063 1,040 

Direct operating expenses arising from investment property (146) (109)

Net gain/(loss) 917 931 
 

The Council’s largest investment is the Hampton by Hilton Hotel on the North Shore development 
(£9.8m). The Council’s interests in the Hotel have been valued by a specialist at 31st March 2026.

The Hotel has been valued using the Income Capitalisation method and discounted cash flow using 
Level 2 observable inputs. The valuation technique applied in respect of the Fair Value hotel valuation 
was the income approach. The inputs to this technique constitute Level 2 inputs.

The Hotel valuation was undertaken by HVS with the remaining valuations undertaken internally and  
by Knight Frank.

Valuations of investment property were carried out in accordance with the methodologies and bases 
for estimation set out in the professional standards of the Royal Institution of Chartered Surveyors.

The effective date for all revaluations in 25/26 is 31st March 2026.

There are no restrictions on the Authority’s ability to realise the value inherent in its investment property 
or on the Authority’s right to the remittance of income and the proceeds of disposal.

The Authority has no contractual obligations to purchase, construct or develop investment property or 
repairs, maintenance or enhancement.

The following table summarises the movement in the fair value of investment properties over the year:

31 March 2026 31 March 2025

£000s £000s

Balance at the start of the year 16,686 17,970 

Additions: Purchases - 628 

Construction - - 

Subsequent expenditure - - 

Disposals - (182)

Net gains/(losses) from fair value adjustments (1,774) (94)

Transfers: To/from Assets Held for Sale (22) (1,636)

Other changes - -
Balance at the end of the year 14,890 16,686

Note 13: Non Current Assets - Investment Property

The following items of income and expense have been accounted for in the Financing and Investment 
Income and Expenditure line in the Comprehensive Income and Expenditure Statement:
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The Council's expenditure and income 31 March 2026 31 March 2025

£000s £000s

Expenditure

Employee benefits expenses 167,980 168,009 

Other services expenses 372,992 333,446 

Depreciation, amortisation and impairment 43,057 40,252 

Interest payments 6,217 5,043 

Interest payments - IAS19 Pensions 62,551 51,778 

Precepts and levies 1,088 1,382 

Loss on the disposal of assets 7,297 4,986 

Total Expenditure 661,182 604,896 

Income

Fees, charges and other service income (75,416) (67,773)

Gain on the disposal of assets (224) (929)

Interest and investment income (2,263) (1,991)

Interest and investment income - IAS19 Pensions (61,696) (50,783)

Income from council tax and business rates (174,408) (165,372)

Government grants and contributions (344,979) (317,944)

Total Income (658,986) (604,792)

(Surplus) or Deficit on the Provision of Services 2,196 104 

Debtors
31 March 2026 31 March 2025

£000s £000s

Central Government 13,851 11,074 

Local Government 9,164 10,635 

National Health Service 5,929 2,200 

Local Taxation 20,393 21,019 

Other entities and individuals 27,105 28,411 

76,442 73,339 

Note 14: Expenditure and Income Analysed by Nature

The Council’s expenditure and income is analysed as follows:

Note 15: Debtors

Credit Risk - Receivables

The Council does not generally allow credit for customers, although £11.2 million of £21.0 million of 
raised debtor invoices balances are past their due date for payment. As the Council maintains a credit 
loss provision for debts based on age of debt and nature of dispute, no further assessment of the 
fair value has needed to be made. The amounts are carried on the Balance Sheet at their amounts 
outstanding and no amounts have been included in the table above for the Council’s exposure to default. 
The £21.0 million above relates to invoiced debt only and is an element of the Debtor total in Note 15. 
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Cash & Cash Equivalents 31 March 2026 31 March 2025

£000s £000s

Bank and Imprests 17 4 

Cash Equivalents 17,357 26,067 

Bank Overdraft (3,513) (1,432)

13,861 24,639 

Short Term Creditors
31 March 2026 31 March 2025

£000s £000s

Central Government (8,017) (12,635)

Local Government (7,189) (6,928)

National Health Service (1,531) (2,098)

Local Taxation (2,966) (2,820)

Other entities and individuals (33,192) (34,900)

(52,895) (59,381)

Note 17: Short Term Creditors

Other Long Term Liabilities 31 March 2026 31 March 2025

£000s £000s

Lease liability (6,593) (5,385)

PFI liability (2,547) (3,761)

Net Unfunded pensions liability (15,946) (17,239)

(25,086) (26,385)

Note 18: Other Long Term Liabilities

Debtors for Local Taxation 31 March 2026 31 March 2025

£000s £000s

Less than three months 1,299 942 

Three to six months 879 1,021 

Six months to one year 7,005 6,290 

More than one year 11,210 12,766 

20,393 21,019 

Note 15 (a): Debtors for Local Taxation

The past due but not impaired amount for local taxation (Council Tax & non-domestic rates) can be 
analysed by age as follows:

Note 16: Cash & Cash Equivalents
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2025-26 2024-25

£000s £000s £000s

Balance at 1 April (196,389) (158,761)

Opening Balance Adjustment IFRS16 Transition - 1,171

Reversal of items relating to capital expenditure debited or credited  
to the Comprehensive Income and Expenditure Statement:

•	 Charges for depreciation and impairment of non-current assets 24,093 22,997 

•	 Revaluation losses on property, plant and equipment (1,141) (6,052)

•	 Revaluation losses / (gain) on AHFS & Investment Properties 1,774 (36)

•	 Amortisation of intangible assets 141 141 

•	 Revenue expenditure funded from capital under statute 9,613 12,235 

•	 Amounts of non-current assets written off on disposal or sale 6,733 4,372 

41,213 33,657 

Capital financing applied in the year:

•	 Use of the Capital Receipts Reserve to finance new capital expenditure (621) (88)

•	 Capital grants and contributions credited to the Comprehensive 
Income and Expenditure Statement that have been applied to capital 
financing

(23,604) (26,618)

•	 Application of grants to capital financing from the Capital Grants 
Unapplied Account (19,245) (25,565)

•	 Statutory provision for the financing of capital investment charged 
against the General Fund balance (5,552) (4,424)

•	 Capital expenditure charged against the General Fund balance (806) (7,034)

(49,828) (63,729)

Balance at 31 March (205,004) (196,389)

Note 19: Capital Adjustment Account

The Capital Adjustment Account absorbs the 
timing differences arising from the different 
arrangements for accounting for the consumption 
of non-current assets and for financing the 
acquisition, construction or enhancement of 
those assets under statutory provisions. The 
account is debited with the cost of acquisition, 
construction or enhancement as depreciation, 
impairment losses and amortisations are charged 
to the Comprehensive Income and Expenditure 
Statement (with reconciling postings from the 
Revaluation Reserve to convert fair value figures 
to a historical cost basis). 

The account is credited with the amounts set 
aside by the Council as finance for the costs of 
acquisition, construction and enhancement. 

The account contains accumulated gains and 
losses on investment properties and gains 
recognised on donated assets that have yet to  
be consumed by the Council.

The account also contains revaluation gains 
accumulated on property, plant and equipment 
before 1 April 2007, the date that the Revaluation 
Reserve was created to hold such gains. 
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2025-26 2024-25

£000s £000s £000s

Balance at 1 April (82,833) (82,246)

Upward revaluation of assets (14,047) (21,469)

Downward revaluation of assets and impairment losses not charged to the 
(surplus)/deficit on the provision of services 4,570 16,760 

Surplus or deficit on revaluation of non-current assets not posted to the 
(surplus)/deficit on the provision of services (9,477) (4,709)

Difference between fair value depreciation and historical cost depreciation 3,447 3,381 

Accumulated gains on assets sold or scrapped 1,060 741 

Amount written off to the Capital Adjustment Account  4,507 4,122 

Balance at 31 March (87,803) (82,833)

Note 20: Revaluation Reserve

The Revaluation Reserve contains the gains made by the Council arising from increases in the value of its 
property, plant and equipment. The balance is reduced when assets with accumulated gains are:

•	 revalued downwards or impaired and the gains are lost 
•	 used in the provision of services and the gains are consumed through depreciation, or·
•	 disposed of and the gains are realised. 

The reserve contains only revaluation gains accumulated since 1 April 2007, the date that the reserve 
was created. Accumulated gains arising before that date are consolidated into the balance on the Capital 
Adjustment Account.

Collection Fund Adjustment Account 2025-26 2024-25

£000s £000s

Balance at 1 April (1,558) (7,332)

Amount by which council tax income credited to the Comprehensive Income and 
Expenditure Statement is different from council tax income calculated for the year in 
accordance with statutory requirements

(1,458) 4,345 

Amount by which business rates income credited to the Comprehensive Income and 
Expenditure Statement is different from business rates income calculated for the year in 
accordance with statutory requirements

2,412 1,428 

Balance at 31 March (603) (1,558)

Note 21: Collection Fund Adjustment Account
The Collection Fund Adjustment Account manages the differences arising from the recognition of 
council tax and business rates income in the Comprehensive Income and Expenditure Statement 
as it falls due from tax and rate payers compared with the statutory arrangements for paying across 
amounts to the General Fund from the Collection Fund. 
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Note 22: Related Party Transactions
The Council is required to disclose material transactions with 
related parties - bodies or individuals that have the potential 
to control or influence the Council or to be controlled or 
influenced by the Council. Disclosure of these transactions 
allows readers to assess the extent to which the Council 
might have been constrained in its ability to operate 
independently or might have secured the ability to limit 
another party’s ability to bargain freely with the Council. 

Central Government

Central government has effective control over the general 
operations of the Council - it is responsible for providing 
the statutory framework within which the Council operates, 
provides the majority of its funding in the form of grants and 
prescribes the terms of many of the transactions that the 
Council has with other parties (e.g. council tax bills, housing 
benefits). Grants received from government departments are 
set out in the analysis in Note 28. 

Members

Members of the Council have direct control over the 
Council’s financial and operating policies. The total of 
members’ allowances paid in 2025/26 is shown in Note 
9. During 2025/26, £50k in value of goods and services 
were purchased from companies where members have 
a controlling interest (last year: £111k). If contracts were 
entered into these would be in full compliance with the 
Council’s standing orders.

Entities Controlled or Significantly Influenced by the 
Council

The Council has two subsidiaries over which it has control 
by virtue of its 100% shareholding. The Council’s subsidiary 
companies are Stockton Hotel Company and Stockton 
Holding Company. The Council received £853k (last year: 
£712k) from these companies during the year. At the 31st 
March 2026 the Council owed £0k (Last Year: £0k) from 
subsidiaries and they in turn owed £217k (Last Year: £217k) 
to the Council.

The Council is a shareholder in Tees Valley Energy Recovery 
Limited (TVERL), a Special Purpose Vehicle (SPV) formed by 

Darlington, Durham, Hartlepool, Middlesbrough, Newcastle, 
Redcar & Cleveland, and Stockton-on-Tees councils to 
manage the development of the Tees Valley Energy Recovery 
Facility (TV ERF). 

The project is valued at approximately £2bn over a 29-year 
period and is expected to become operational in 2029. 

The Council holds a £1 ordinary share in TVERL, alongside 
the six other partner authorities, and jointly exercises control 
over the entity. TVERL was incorporated on 18 December 
2025 and will prepare its first set of financial statements to 
31 March 2027. 

There were no transactions between the Council and TVERL 
during the financial year, and no balances were outstanding 
at the year-end. The Council may enter into transactions and 
commitments with TVERL in future periods in relation to 
the development and operation of the facility. TV ERL have 
entered into a number of contracts to support the company 
post-Financial Close, such as legal, technical and financial 
support. All costs incurred by TV ERL will be allocated on a 
proportional basis between the 7 authorities, in accordance 
with the Waste Supply and Support Agreement.

A number of elected members and senior officers sit on the 
management committees or boards of local organisations. 
During 2025/26 the Council had net transactions that 
totalled £7.943m (last year: £4.532m) to bodies that 
included Cleveland Fire Authority, North East Autism 
Society, Catalyst Stockton-on-Tees, Stockton Shopmobility, 
BCT Aspire, Stockton & District Advice and Information 
Service, Friends of Ropner, Tees Active Limited, Hardwick in 
Partnership, Eastern Ravens Trust, North East Procurement 
Organisation, EID Fusion Festival, PD Ports, Tees Esk & Wear 
Valley NHS Trust and The Junction Foundation. Billingham, 
Ingleby Barwick, Yarm and Thornaby Town Councils. The 
transactions consisted of services provided by the Council 
totalling £1.577m and grants and payments for services 
made to related party organisations totalling £10.329m. At 
the 31st March 2026 the Council owed £0k (Last Year: £74k) 
to related party suppliers and they in turn owed £1.017m 
(Last Year: £1.111m) to the Council.

External Audit Costs 2025-26 2024-25

£000s £000s

Fees payable to Forvis Mazars LLP with regard to external audit services 390 375 

Fees payable to Forvis Mazars LLP for the certification of grant claims 16 15 

Fees payable in respect of other services provided by Forvis Mazars LLP 8 7 

414 397 

Government Funding Additional Audit Requirements (47) (48)

Note 23: External Audit Costs

The Council has incurred the following costs in relation to the audit of the Statement of Accounts, 
certification of grant claims and for non-audit services provided by the Council’s external auditors:
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2025/26
Central Expenditure Individual Schools 

Budget Total

£000s £000s £000s

Final Dedicated Schools Grant for 2025/26 before academy 
and high needs recoupment 258,183 

Academy and high needs figure recouped for 2025/26 (156,107)

Total DSG after Academy and high needs recoupment for 
2025/26 102,076 

Plus: Brought forward from 2023/24 - 

Less: Carry-forward to 2026/27 agreed in advance - 

Agreed initial budgeted distribution in 2025/26 36,538 65,538 102,076 

In year adjustments - 20 20 

Final budgeted distribution for 2025/26 36,538 65,558 102,096 

Less: Actual central expenditure 47,794 47,794 

Less: Actual ISB deployed to schools 64,712 64,712 

Plus: Local authority contribution for 2025/26 - - - 

In Year Carry-forward Surplus / (Deficit) to 2026/27 (11,256) 846 (10,410)

Plus: Carry-forward to 2026/27 agreed in advance - 

Carry-forward to 2026/27 - 

DSG unusable reserve at the end of 2024/25 6,725 

Addition to DSG unusable reserve at the end of 2025/26 10,410 

Total of DSG unusable reserve at the end of 2025/26 17,135 

Net DSG position at the end of 2025/26 (17,135)

 
At 31st March 2025, the DSG shows a cumulative deficit balance of £17.135m. This has arisen due to 
the increased pressure in supporting children with special educational needs and disabilities from what 
is also commonly referred to as High Needs spend. For example, these services has been impacted by 
the increasing number of Education, Health and Care plans (EHCP) being undertaken. This is a national 
challenge and locally in Stockton, there has been a significant growth in the number of EHCPs in the last 
5 years. During 2025-26 the net position has declined by £10.410m.

As part of the Governments finance settlement they have agreed to fund 90% of this deficit if certain 
conditions are met, this is estimated to be £15.422m. If these conditions are met then funding will be 
received in the Autumn of 2026. At the moment the detailed conditions of grant have not yet been 
published and the HNSG will only be paid in 2026-27 on the basis of the Local SEND reform plan  
which has not yet been submitted.

On the 6 November 2020, the secretary of state for Ministry of Housing, Communities and Local 
Government laid before Parliament a statutory instrument 1 (the instrument) to amend The Local 
Authorities (Capital Finance and Accounting) Regulations (the 2003 Regulations). The provisions  
came into effect from 29 November 2020.

Note 24: Dedicated Schools Grant

The council’s expenditure on schools is funded primarily by grant monies provided by the Education and 
Skills Funding Agency, the Dedicated Schools Grant (DSG). DSG is ringfenced and can only be applied to 
meet expenditure properly included in the Schools Budget, as defined in the School Finance and Early 
Years (England) Regulations 2017. The Schools Budget includes elements for a range of educational 
services provided on an authority-wide basis and for the Individual Schools Budget, which is divided into 
a budget share for each maintained school. Details of the deployment of DSG receivable for 2025/26 are 
as follows:
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The instrument amends the 2003 Regulations by establishing new accounting practices in relation to the 
treatment of local authorities’ schools budget deficits such that where a local authority has a deficit on 
its schools budget relating to its accounts for a financial year beginning on 1st April 2020, 1st April 2021 
or 1st April 2022, it must not charge the amount of that deficit to a revenue account. The local authority 
must record any such deficit in a separate account established solely for the purpose of recording 
deficits relating to its school’s budget. The new accounting practice has the effect of separating schools 
budget deficits from the local authorities’ general fund for a period of three financial years. Note that 
these Regulations have been extended for three years by means of the Local Authorities (Capital Finance 
and Accounting) (England) (Amendment) (No. 2) Regulations 2022 (SI 2022 No 1328) to the financial 
years beginning on 1 April 2020 and ending 31 March 2026. Regulation 30L of The Local Authorities 
(Capital Finance and Accounting) (England) Regulations 2003 (“the Statutory Override”) further extended 
the override which now ends at the end of the 2027/28 financial year.

The Authority must charge the amount of the deficit (£17.135m), to an account established, charged and 
used solely for the purpose of recognising deficits in respect of its schools budget: the Code established 
this as the ‘Dedicated Schools Grant Adjustment Account’, an unusable reserve.

2024/25
Central Expenditure Individual Schools 

Budget Total

£000s £000s £000s

Final Dedicated Schools Grant for 2024/25 before academy 
and high needs recoupment 233,378 

Academy and high needs figure recouped for 2024/25 (141,189)

Total DSG after Academy and high needs recoupment for 
2024/25 92,189 

Plus: Brought forward from 2023/24 2,254 

Less: Carry-forward to 2025/26 agreed in advance - 

Agreed initial budgeted distribution in 2024/25 36,179 58,264 94,443 

In year adjustments - (1,100) (1,100)

Final budgeted distribution for 2024/25 36,179 57,164 93,343 

Less: Actual central expenditure 36,852 36,852 

Less: Actual ISB deployed to schools 57,164 57,164 

Plus: Local authority contribution for 2024/25 - - - 

In Year Carry-forward Surplus / (Deficit) to 2024/25 (673) - (673)

Plus: Carry-forward to 2025/26 agreed in advance - 

Carry-forward to 2025/26 - 

DSG unusable reserve at the end of 2023/24 6,052 

Addition to DSG unusable reserve at the end of 2024/25 673 

Total of DSG unusable reserve at the end of 2024/25 6,725 

Net DSG position at the end of 2024/25 (6,725)
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Future Payments Payment for 
Services

Reimbursement of Capital 
Expenditure Interest Total

Payment due: £000s £000s £000s £000s

In 2026-27 1,228 1,325 292 2,845 

Within two to five years 1,266 2,547 217 4,030 

2,494 3,872 509 6,875 

Note 26: Leases

Council as a Lessee

The Council has a number of leases for Land & Buildings, Vehicles and Equipment which are recognised 
as Right of Use Assets carried on the balance sheet at the following net book value. (Please refer to 
Note 11).

Leased Assets 2025-26 2024-25

£000s £000s

Land and Buildings 6,455 6,841 

Vehicles 9,073 5,739 

Plant and Equipment 0 36 

15,528 12,616 

Note 25: Private Finance Initiative and Similar Contracts

The Council entered into an agreement with Robertson Group to build a secondary school, primary 
school, nursery unit and a community library at Ingleby Barwick under the Private Finance Initiative. 
Ingleby Barwick Community Campus opened in September 2003 and payments to the contractor 
started from that date for a period of 25 years. The contractor took on the obligation to construct the 
buildings and maintain them in a minimum acceptable condition and to procure and maintain the plant 
and equipment needed to operate them. The secondary school has attained academy status and is not 
therefore included within assets held under the scheme.

Payments

The Council makes a contractual payment which is increased each year by an agreed inflation formula 
and can be reduced if the contractor fails to meet availability and performance standards in any year 
but which is otherwise fixed.

Payments remaining to be made under the PFI contract at 31 March 2026 have been recalculated under 
IFRS 16 Leases requirements.

The Council classifies contracts as leases based on their substance. Contracts and part of contracts, 
including those described as contracts for services, are analysed to determine whether they convey the 
right to control the use of an identified asset, through rights to obtain substantially all of the economic 
benefits or service potential from that asset and to direct its use. Leases are recognised as right of use 
assets with a corresponding liability at the date from which the asset is available for use (or the IFRS16 
transition date if later). This includes arrangements with nil consideration, peppercorn or nominal 
payments.
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Right of Use Assets (ROU)
L&B 

Commercial 
Lease

L&B Non 
Commercial 

Lease

Vehicle 
Lease PPE Lease Total 

Cost or Valuation £000s £000s £000s £000s £000s
At 1 April 2025 1,792 5,205 8,548 72 15,618 
Additions 0 0 4,917 0 4,917 
At 31 March 2026 1,792 5,205 13,465 72 20,535 

Accumulated Depreciation and Impairment
At 1 April 2025 (157) (0) (2,809) (36) (3,003)
Depreciation Charge (164) (221) (1,583) (36) (2,004)
At 31 March 2026 (321) (221) (4,392) (72) (5,007)

Net Book Value
At 31 March 2026 1,471 4,984 9,073 0 15,528 
At 31 March 2025 1,635 5,205 5,739 36 12,615 
*GCA - Gross Carrying Amount

Right of Use Assets (ROU)
L&B 

Commercial 
Lease

L&B Non 
Commercial 

Lease

Vehicle 
Lease PPE Lease Total 

Cost or Valuation £000s £000s £000s £000s £000s
At 1 April 2024
Opening Balance Adjustment  
(Recognition of ROU Assets on transition) 1,792 5,426 0 72 7,291 

Additions 0 0 2,288 0 2,288 
Accumulated Depreciation &  
Impairment written off to GCA* 0 (221) 0 0 (221)

Revaluation Increases/(decreases) recognised 
in the Surplus/Deficit on provision of services 0 0 0 0 0 

Reclassification to ROU Assets 0 0 6,260 0 6,260 
At 31 March 2025 1,792 5,205 8,548 72 15,618 

Accumulated Depreciation and Impairment
At 1 April 2024 - 
Depreciation Charge (157) (221) 0 (36) (415)
Accumulated Depreciation  
written off to GCA* 0 221 0 0 221 

Reclassification to ROU Assets 0 0 (2,809) 0 (2,809)
At 31 March 2025 (157) (0) (2,809) (36) (3,003)

Net Book Value
At 31 March 2025 1,635 5,205 5,739 36 12,615 
At 31 March 2024 0 0 0 0 0 
*GCA - Gross Carrying Amount

A summary of the right of use assets per class is shown below;

The council leases various non current assets for example Vehicles to enable to delivery of Council 
Services such as Waste Collection.

The council is committed to making minimum lease payments under these leases comprising 
settlement of the long - term interest in the Property Plant and Equipment and the finance costs that 
will be payable by the Council in future years while the liability remains outstanding. The minimum  
lease payments are made up of the following:
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L&B Commercial Leases 2025-26 2024-25

£000s £000s

Not later than one year 212 239 

Later than 1 year and not later than 5 years 788 809 

Later than 5 years 902 1,092 

1,902 2,140 

Equipment Leases 2025-26 2024-25

£000s £000s

Not later than one year 0 39 

Later than 1 year and not later than 5 years 0 0 

Later than 5 years 0 0 

0 39 

Vehicle Leases 2025-26 2024-25

£000s £000s

Not later than one year 2,395 2,357 

Later than 1 year and not later than 5 years 7,487 4,334 

Later than 5 years 1,313 0 

11,195 6,691 

The weighed average incremental borrowing rate applied to lease liability recognised in the Balance Sheet as at  
31st March 2026 was 5.03%.

The weighed average incremental borrowing rate applied to lease liability recognised in the Balance Sheet as at  
31 March 2026 was nil.

The weighed average incremental borrowing rate applied to lease liability recognised in the Balance Sheet as at  
31st March 2026 was 10.51%

Council as a Lessor

The council leases various Land & Buildings to third parties under operating leases. The leases are to 
provide suitable accommodation for local business but also include the lease of buildings that enable 
the delivery of community services such as Leisure Centres.

The future minimum lease receipts receivable are as follows;

2025-26 2024-25

£000s £000s

Not later than one year 2,795 2,683 

Later than 1 year and not later than 5 years 8,856 8,341 

Later than 5 years 18,461 19,014 

30,112 30,038 

The net book value of the assets that the Council leases to third parties totals £90.161m as at 31st March 2025

The net book value of the assets that the Council leases to third parties totals £87.106m as at 31st March 2026.
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Capital Expenditure and Financing 31 March 2026 31 March 2025

£000s £000s

Opening Capital Financing Requirement 195,859 189,987 

Right of Use Assets IFRS16 Transition - Adjustment to Opening Balance - 5,812

Capital investment

Property, plant and equipment 46,547 51,028 

Intangible assets 78 525 

Revenue expenditure funded from capital under statute 9,613 12,235 

Sources of Finance

Capital receipts (621) (88)

Government grants and other contributions (42,849) (52,182)

Sums set aside from revenue:

Direct revenue contributions (806) (7,034)

Minimum Revenue Provision (MRP) (5,552) (4,424)

Closing Capital Financing Requirement 202,269 195,859 

Explanation of movements in year

Increase/(Reduction) in underlying need to borrow 1,382 (1,349)

PFI Remeasurement IFRS16 Opening Transition 111 (2,430)

PFI Remeasurement IFRS16 In Year - 59 

Assets acquired under leases IFRS16 In Year 4,917 2,288 

Assets acquired under leases IFRS16 Opening Transition - 7,304 

Increase/(decrease) in Capital Financing Requirement 6,410 5,872 

Note 27: Capital Expenditure and Financing
The total amount of capital expenditure incurred in the year is shown in the table below (including the 
value of assets acquired under lease and PFI contracts), together with the resources that have been 
used to finance it. Where capital expenditure is to be financed in future years by charges to revenue 
as assets are used by the Council, the expenditure results in an increase in the Capital Financing 
Requirement (CFR), a measure of the capital expenditure incurred historically by the Council that  
has yet to be financed. The CFR is analysed in the second part of this note. 
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Credited to Taxation and Non Specific Grant Income 2025-26 2024-25

£000s £000s
Non-ringfenced government grants 

RSG 6,686 6,503 

New Homes Bonus 603 652 

NNDR s31 Grant 14,242 14,334 

Other Services Grant - 277 

Other Revenue Income 5,399 - 

Household Support Fund 846  3,372 

27,776 25,138 

Capital grants and contributions

TVCA (CRST / Local Transport Plan) 5,571 5,770 

Pathfinder Programme (previously Future High Street Fund/ Town Deal/Levelling Up) 12,541 11,246 

TVCA 15,184 6,332 

Disabled Facilities Grant - 622 

Food Waste Collection Grant - 1,460 

Other Capital grants 1,808 1,179 

Other Capital Contributions 1,781 11,238 

36,885 37,847 

Total - Non Specific Grant Income 64,661 62,985 

Credited to Services

Public Health 16,762 15,825 

Housing Benefit and Council Tax Benefit Administration 541 574 

Basic need 4,068 1,529 

Asylum Seeker Dispersal 2,337 171 

SEND Higher Needs Capital Grant - 622 

Childcare Extension Grant - 402 

Rent Allowance Subsidy 30,738 37,549 

Pupil Premium 3,858 4,394 

Universal Infant Free School Meals 486 526 

Primary PE & Sports Grant 219 286 

DFE Change Programme 2,006 - 

Arts Council Music Grant 1,049 938 

Adoption Reform Grant 688 990 

Disabled Facilities Grant 1,713 1,618 

Youth Justice Grant 443 477 

Improved Better Care Fund / Discharge Grant 8,848 8,848 

Pathfinder Programme (previously Future High Street Fund/ Town Deal and Levelling Up) 2,303 3,529 

Supporting Families Grant - Troubled Families - 1,236 

Children's Social Care Prevention Grant 1,172 - 

Children and Families Grant 2,096 - 

Unaccompanied Asylum Seeking Children 1,753 1,823 

Ukraine Refugees Scheme 329 350 

Holiday Activities and Food Programme 884 903 

Adult Social Care Grant 20,163 17,169 

Adults Markets Sustainability Grant 3,698 3,698 

Extended Producer Responsibility 3,521 - 

Food Waste Collection grant 352 - 

Homelessness Prevention Grant 1,390 656 

Substance Misuse Treatment & Recovery Funding 2,336 2,235 

Other Revenue Grants 9,442 11,699 

Other Capital Grants 1,103 120 

Other Capital Grants 124,298 118,167 

Note 28: Grant Income	

The Council credited the following grants, contributions and donations to the Comprehensive Income and Expenditure Statement in 2025-26.  
This excludes Dedicated Schools Grant which is detailed in Note 24.
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The Council has received a number of grants, contributions and donations that have yet to be 
recognised as income as they have conditions attached to them that will require the monies or property 
to be returned to the giver. The balances at the year end are as follows:

Capital and Revenue Grants Receipts in Advance 31 March 2026 31 March 2025

£000s £000s

Other 470 152 

Ukraine Refugee Schemes 1,137 1,293 

Afghan Resettlement Schemes 1,320 1,207 

Waste Collection Grant - 335 

Asylum Seeker Schemes - 1,363 

Extended Duties Grant - 192 

Change Partnership Programme - 424 

Delivering Better Value 403 583 

Nutrient Migration Funding - 100 

Virtual School Grants 25 310 

Rough Sleepers - 195 

Pride in Place 266 - 

Care & Health Corodinator 140 - 

Early Years 360 739 

Total 4,121 6,893 
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Note 29: Financial Instruments

A financial instrument is a contract that gives rise 
to a financial asset of one entity and a financial 
liability or equity instrument of another entity. 
Non-exchange transactions, such as those 
relating to taxes and government grants, do not 
give rise to financial instruments.

Financial Liabilities

A financial liability is an obligation to transfer 
economic benefits controlled by the Council and 
can be represented by a contractual obligation 
to deliver cash, financial assets or an obligation 
to exchange financial assets and liabilities with 
another entity that is potentially unfavourable to 
the Council. The majority of the Council’s financial 
liabilities held during the year are measured at 
amortised cost and comprised:

•	 long-term loans from the Public Works Loan 
Board and commercial lenders

•	 overdraft with the NatWest bank

•	 lease payables

•	 Private Finance Initiative contracts

•	 trade payables for goods and services received

Financial Assets

A financial asset is a right to future economic 
benefits controlled by the Council that is 
represented by cash, equity instruments or a 
contractual right to receive cash or other financial 
assets or a right to exchange financial assets and 
liabilities with another entity that is potentially 
favourable to the Council. The financial assets 
held by the Council during the year are accounted 
for under the following three classifications:

•	 Financial assets held at amortised cost.  
These represent loans and loan-type 
arrangements where repayments or interest 
and principal take place on set dates and at 
specified amounts. The amount presented in 
the Balance Sheet represents the outstanding 
principal received plus accrued interest. 
Interest credited to the CIES is the amount 
receivable as per the loan agreement. 

•	 Fair Value Through Other Comprehensive 
Income (FVOCI) - These assets are measured 
and carried at fair value. All gains and losses 
due to changes in fair value (both realised 
and unrealised) are accounted for through 
a reserve account, with the balance debited 
or credited to the CIES when the asset is 
disposed of.

•	 Fair Value Through Profit and Loss (FVTPL). 
These assets are measured and carried at fair 
value. All gains and losses due to changes in 
fair value (both realised and unrealised) are 
recognised in the CIES as they occur. Long 
term assets related to the CCLA Property fund 
and Short term are applicable to Money Market 
Funds and Bank Balances.

Financial assets held at amortised cost and 
some assets held at fair value through other 
comprehensive income are shown net of a loss 
allowance reflecting the statistical likelihood that 
the borrower or debtor will be unable to meet their 
contractual commitments to the Council.

Financial Instruments - Balances

The value of debtors and creditors reported in the 
tables below are solely those amounts meeting 
the definition of a financial instrument. The 
balances of debtors and creditors reported in the 
balance sheet also include balances which do not 
meet the definition of a financial instrument, such 
as tax-based debtors and creditors.
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Equity instruments elected to fair value through other comprehensive income

The Council has elected to account for the following investments in equity instruments at fair value 
through other comprehensive income because they are long-term strategic holdings and changes in 
their fair value are not considered to be part of the Council’s annual financial performance.

Financial Assets

Long Term Short Term

31 March 2026 31 March 2025 31 March 2026 31 March 2025

£000s £000s £000s £000s

Loans to Companies and for Service Purposes at 
Amortised Cost 214 219 5 10

At Fair Value Through Other Comprehensive Income 0 0 0 0

At Fair Value Through Profit & Loss 13,278 13,279 17,300 22,300

Cash and Cash Equivalents at Amortised Cost 0 0 74 3,771

Financial Assets at Amortised Cost Included in Debtors 0 0 39,961 38,990

Total Financial Assets 13,492 13,498 57,340 65,071

Equity instruments

Fair Value Dividends

31 March 2026 31 March 2025 31 March 2026 31 March 2025

£000s £000s £000s £000s

Teesside Airport 0 0 0 0

Total Financial Assets 0 0 0 0

 
The financial assets disclosed in the Balance Sheet are analysed across the following categories: 

Financial Liabilities
 (at Amortised Cost)

Long Term Short Term

31 March 2026 31 March 2025 31 March 2026 31 March 2025

£000s £000s £000s £000s

Loans 93,628 86,072 75,346 64,708

Bank Overdraft 0 0 3,511 1,432

Total Other Long-term Liabilities 0 0 0 0

Financial Liabilities Included in Creditors 172 172 42,601 49,183

Total Financial Liabilities 93,800 86,244 121,458 115,323

The financial liabilities disclosed in the Balance Sheet are analysed across the following categories:
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Financial Instruments - Fair Values

Financial instruments classified at amortised 
cost are carried in the Balance Sheet at amortised 
cost. Their fair values have been estimated by 
calculating the net present value of the remaining 
contractual cash flows at 31st March 2025, using 
the following methods and assumptions:·
•	 Loans borrowed by the Council have been 

valued by discounting the contractual cash 
flows over the whole life of the instrument at the 
appropriate market rate for local authority loans.

•	 Discount rates for “Lender’s Option Borrower’s 
Option” (LOBO) loans have been reduced to 
reflect the value of the embedded options. The 
size of the reduction has been calculated using 
proprietary software

•	 The fair values of other long-term loans and 
investments have been discounted at the 
market rates for similar instruments with similar 
remaining terms to maturity on 31st March.

•	 No early repayment or impairment is recognised 
for any financial instrument.

•	 The fair value of short-term instruments, 
including trade payables and receivables, 
is assumed to approximate to the carrying 
amount given the historically low interest rate 
environment.

Fair values are shown in the table below, split by 
their level in the fair value hierarchy:
•	 Level 1 - fair value is only derived from quoted 

prices in active markets for identical assets or 
liabilities, e.g. Pooled Property Fund based on 
the latest market value from quarterly unaudited 
accounts.

•	 Level 2 - fair value is calculated from inputs that 
are observable for the asset or liability, other 
than quoted prices. 

•	 Level 3 - fair value is determined using 
unobservable inputs. Loans are based on 
estimated creditworthiness.

Financial Instruments - Gains and Losses Financial 
Liabilities

Financial 
Assets

2025-26 
Total

2024-25 
Total

£'000 £'000 £'000 £'000

Interest expense on liabilities held at amortised cost 6,775 0 6,775 5,966

(Profit) / Losses from changes in fair value of assets held at fair 
value through profit and loss 0 1 1 (251)

Fees paid 54 0 54 7

Interest payable and similar charges 6,829 1 6,830 5,722

Interest income on assets held at amortised cost 0 (1,630) (1,630) (1,299)

Dividend income on assets held at fair value through profit and loss 0 (620) (620) (664)

Interest and investment income 0 (2,250) (2,250) (1,963)

Net impact on surplus/deficit on provision of services 6,829 (2,249) 4,580 3,759

Gains / Loss on revaluation 0 0 0 0

Gain on revaluation 0 0 0 0

Amounts recycled to surplus/deficit on provision of services 0 0 0 0

Impact on other comprehensive income 0 0 0 0

Net Gain/(Loss) for the Year 6,829 (2,249) 4,580 3,759

Financial Instruments - Gains and Losses

The gains and losses recognised in the Comprehensive Income and Expenditure Statement in relation 
to financial instruments consist of the following:
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Financial Liabilities
Fair

Value
Level

Balance 
Sheet

31 March 
2026

Fair Value
31 March 

2026

Balance 
Sheet

31 March 
2025

Fair Value
31 March  

2025

£000s £000s £000s £000s

Financial liabilities held at amortised cost:

Long-term loans from PWLB 2 75,814 100,755 68,687 62,795

Long-term LOBO loans 2 16,000 16,548 16,000 16,658

Other long-term loans 2 1,814 392 1,385 292

Total 93,628 117,695 86,072 79,745

Liabilities for which fair value is not disclosed * 121,630 115,495

Total Financial Liabilities 215,258 201,567

Recorded on balance sheet as:

Short-term creditors 46,112 50,615

Short-term borrowing 75,346 64,708

Long-term creditors 172 172

Long-term borrowing 93,628 86,072

Other long-term liabilities 0 0

Total Financial Liabilities 215,258 201,567
 
* The fair value of short-term financial liabilities held at amortised cost, including trade payables, is 
assumed to approximate to the carrying amount.

Financial Assets
Fair

Value
Level

Balance 
Sheet

31 March 
2026

Fair Value
31 March 

2026

Balance 
Sheet

31 March 
2025

Fair Value
31 March  

2025

£000s £000s £000s £000s

Financial assets held at fair value:

Money market funds 1 17,300 17,300 22,300 22,300

Bond, equity and property funds 1 13,278 13,278 13,279 13,279

Financial assets held at amortised cost:

Long-term loans to companies 3 214 214 219 219

Lease receivables 3 0 0 0 0

Total 30,792 30,792 35,798 35,798

Assets for which fair value is not disclosed * 40,040 42,771

Total Financial Assets 70,832 78,569

Recorded on balance sheet as:   

Long-term debtors 213 219

Long-term investments 13,278 13,279

Short-term debtors 39,967 39,000

Cash and cash equivalents 17,374 26,071

Total Financial Assets 70,832 78,569
 
* The fair value of short-term financial assets held at amortised cost, including trade receivables, is 
assumed to approximate to the carrying amount.
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Financial Instruments - Risks

In line with the Treasury Management Code, 
the Council approves a Treasury Management 
Strategy before the commencement of each 
financial year. The Strategy sets out the 
parameters for the management of risks 
associated with financial instruments. The 
Council also produces Treasury Management 
Practices specifying the practical arrangements to 
be followed to manage these risks. 

The Council complies with CIPFA’s Code 
of Practice on Treasury Management and 
Prudential Code for Capital Finance in Local 
Authorities, both revised in December 2021. 
The Treasury Management Strategy includes 
an Investment Strategy in compliance with 
the Ministry of Housing, Communities & Local 
Government (MHCLG) Guidance on Local 
Government Investments. This Guidance 
emphasises that priority is to be given to security 
and liquidity, rather than yield. The Council’s 
Treasury Management Strategy and its Treasury 
Management Practices seek to achieve a suitable 
balance between risk and return or cost. 

 
 
 

The main risks covered are:

Credit Risk: The possibility that the counterparty 
to a financial asset will fail to meet its contractual 
obligations, causing a loss to the Council.

Liquidity Risk: The possibility that the Council 
might not have the cash available to make 
contracted payments on time.

Market Risk: The possibility that an unplanned 
financial loss will materialise because of changes 
in market variables such as interest rates or equity 
prices.

Credit Risk: Treasury Investments and 
Commitments

The Council manages credit risk by ensuring 
that treasury investments are only placed with 
organisations of high credit quality as set out 
in the Treasury Management Strategy. These 
include commercial entities with a minimum 
long-term credit rating of A-, the UK government, 
other local authorities, and organisations 
without credit ratings upon which the Council 
has received independent investment advice. 
Recognising that credit ratings are imperfect 
predictors of default, the Council has regard to 
other measures including credit default swap and 
equity prices when selecting commercial entities 
for investment.

 
The table below summarises the credit risk exposures of the Council’s treasury investment portfolio by 
credit rating and remaining time to maturity: 

Credit Rating

31 March 2026 31 March 2025

Long-term Short-term Long-term Short-term

£000s £000s £000s £000s

AAA 0 0 0 22,300

AA- 0 3,900 0 3,200

A+ 0 13,400 0 0

Total 0 17,300 0 25,500

Credit risk not applicable 13,278 0 13,279 0

Total Investments 13,278 17,300 13,279 25,500
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Credit Risk: Trade and Lease Receivables and Contract Assets

The Council’s credit risk on lease receivables is mitigated by its legal ownership of the assets leased, 
which can be repossessed if the debtor defaults on the lease contract. The following analysis 
summarises the Council’s trade and lease receivables, by due date. Only those receivables meeting the 
definition of a financial asset are included.

Credit Risk
31 March 2026 31 March 2025

Trade & Lease Receivables Trade & Lease Receivables

Current / Past due < 3 months 10,712 11,335

Past due 3-6 months 1,192 1,114

Past due 6-12 months 1,950 1,864

Past due 12+ months 7,164 6,418

Total Receivables 21,018 20,731
 
Credit Risk - Receivables

The Council does not generally allow credit for customers, although £11.2 million of the £21.0 million 
debtors invoices balance is past its due date for payment. 

As the Council maintains a credit loss provision for debts based on age of debt and nature of dispute, 
no further assessment of the fair value has needed to be made. The amounts are carried on the 
Balance Sheet at their amounts outstanding and no amounts have been included in the table above 
for the Council’s exposure to default. The £21.018 million above relates to invoiced debt only and is an 
element of the Debtor total in Note 15.

Liquidity Risk

The Council has ready access to borrowing at favourable rates from the Public Works Loan Board and 
other local authorities, and at higher rates from banks and building societies. There is no perceived 
risk that the Council will be unable to raise finance to meet its commitments. It is however exposed to 
the risk that it will need to refinance a significant proportion of its borrowing at a time of unfavourably 
high interest rates. This risk is managed by maintaining a spread of fixed rate loans and managing the 
maturities of loans in any financial year. The Council holds £17.4m (2025: £26.1m) of liquid financial 
assets that can be withdrawn or sold at short notice if required to meet cash outflows on financial 
liabilities.

The maturity analysis of financial instruments is as follows:

Time to maturity
(years)

31 March 2026 31 March 2025

Liabilities Assets Net Liabilities Assets Net

£000s £000s £000s £000s £000s £000s

Not over 1 75,346 (17,300) 58,046 64,709 (25,500) 39,209

Over 1 but not over 2 17,854 0 17,854 27,873 0 27,873

Over 2 but not over 5 33,913 0 33,913 13,839 0 13,839

Over 5 but not over 10 10,431 0 10,431 11,726 0 11,726

Over 10 31,429 0 31,429 32,633 0 32,633

Uncertain date 0 (13,278) (13,278) 0 (13,279) (13,279)

Total 168,974 (30,578) 138,396 150,780 (38,779) 112,001
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The financial effect if all interest rates had been 1% higher (with all other 
variables held constant) 

31 March 2026 31 March 2025

£000s £000s

Increase in interest payable on variable rate borrowings 160 160

Increase in interest receivable on variable rate investments (150) (194)

Impact on Surplus or Deficit on the Provision of Services 10 (34)

Decrease in fair value of investments held at FVOCI 0 0

Impact on Comprehensive Income and Expenditure 10 (34)

Decrease in fair value of fixed rate borrowing * (4,576) (4,473)
 
The approximate impact of a 1% fall in interest rates would be as above but with the movements being reversed.

Market Risks: Price Risk

The Council’s investment in a pooled property fund is subject to the risk of falling commercial property 
prices. A 5% fall in commercial property prices at 31st March 2026 would result in a £0.627m charge 
to the Surplus or Deficit on the Provision of Services which is then transferred to the Pooled Investment 
Funds Adjustment Account.

The Council has £16m (2025: £16m) of “Lender’s option, borrower’s option” (LOBO) loans where the 
lender has the option to propose an increase in the rate payable; the Council will then have the option to 
accept the new rate or repay the loan without penalty. In the event that the lender exercises its option, 
the Council is likely to repay these loans. 

Market Risks: Interest Rate Risk

The Council is exposed to risk in terms of its 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 will rise

•	 borrowings at fixed rates - the fair value of the liabilities will fall

•	 investments at variable rates - the interest income will rise

•	 investments at fixed rates - the fair value of the assets will fall.

Investments measured at amortised cost and loans borrowed are not carried at fair value, so changes 
in their fair value will have no impact on the Comprehensive Income and Expenditure Statement. 
However, changes in interest payable and receivable on variable rate borrowings and investments will 
be posted to the Surplus or Deficit on the Provision of Services. Movements in the fair value of fixed rate 
investments measured at fair value will be reflected in Other Comprehensive Income or the Surplus or 
Deficit on the Provision of Services as appropriate. 

If all interest rates had been 1% higher (with all other variables held constant) the financial effect 
would be:
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Scheme Contributions 2025-26 Contributions 2024-25

£000s % £000s %

Teachers’ Pension Scheme 4,313 28.68 4,776 28.68 

NHS Pension Scheme 13 14.38 12 14.38 

4,326 4,788 

There were no contributions remaining payable at the year end. Future contributions are estimated 
to be approximately £4.0m per annum but will be dependant on future school academisation and 
employer contribution increases or decreases.

The Council is responsible for the costs of any additional benefits awarded upon early retirement 
outside of the terms of the teachers’ scheme. These costs are accounted for on a defined benefit  
basis and detailed in Note 31.

Note 30: Pensions Schemes accounted for as Defined Contribution Schemes	

Teachers employed by the Council are members 
of the Teachers’ Pension Scheme, administered 
by the Department for Education. The scheme 
provides teachers with specified benefits upon 
their retirement, and the Council contributes 
towards the costs by making contributions 
based on a percentage of members’ pensionable 
salaries.

Former NHS staff who transferred to the 
Council as part of the transfer of Public Health 
responsibilities are members of the NHS Pension 
Scheme that is administered by NHS Pensions 
on behalf of the Department of Health and Social 
Care. The scheme provides employees with 
specified benefits upon their retirement, and the 
Council contributes towards the costs by making 
contributions based on a percentage of members’ 
pensionable salaries.

Both schemes are a defined benefit scheme. 
However, the schemes are unfunded and notional 
funds are used as the basis for calculating 
the employers’ contribution rate paid by local 
authorities. The Council is not able to identify 
its share of underlying financial position and 
performance of the schemes with sufficient 
reliability for accounting purposes. For the 
purposes of this Statement of Accounts, they are 
therefore accounted for on the same basis as 
defined contribution schemes.

Contributions to the schemes by the Council and 
contribution rate as a percentage of total pay are 
shown in the table below:
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Note 31: Defined Benefit Pension Schemes

Legal and Regulatory Uncertainty 

The pension figures have been prepared on 
the basis of accounting for the impact of the 
McCloud / Sargent judgement and for full pension 
increases to be paid on GMP equalisation and 
indexation to individuals reaching pension 
age after April 2016. A further ruling on GMP 
equalisation is unlikely to have a significant 
impact on the pension obligations. The actuary 
has previously carried out some approximate 
analysis across its LGPS clients to understand 
the potential impact of implementing a solution 
to correct the past underpayment of spouses’ 
benefits (Goodwin Treatment). The remedy is still 
uncertain but we estimate the potential impact 
of this to be very small for a typical Fund (c0.1% 
of obligations). We therefore do not believe it is 
necessary or appropriate to make an adjustment 
to account for this at the moment, given the 
level of additional work and fees that would be 
involved for the Employer (and indeed the highly 
approximate nature of applying an unknown 
remedy). 

Section 37 confirmations (Virgin Media vs NTL 
Pension Trustees II Limited ruling)

The actuary has not made any additional 
allowance within the accounting balance sheet for 
this June 2023 legal judgement. They have taken 
this approach because at the time of writing:
•	 the ruling only applies to the above-named 

private sector pension scheme
•	 the legal judgement was subject to appeal 

(however the Court of Appeal dismissed in  
July 2024 and the original ruling stands)

•	 it is unknown whether Section 37 certificates 
exist for prior LGPS scheme amendments

•	 it is unknown whether there would be any 
potential remedy required to public service 
schemes (including the LGPS)

•	 it is unknown what the impact of any  
potential remedy would be

•	 DWP are being asked by pension bodies to 
look at pragmatic solutions where schemes 
are unable to evidence historic section 37 
confirmation (e.g. introduce legislation 
that would allow retrospective section 37 
certificates to be produced now to validate 
historic changes).  

•	 the government responded on 5 June 2025 
that it will introduce legislation to deal with 
issues arising from the June 2023 legal 
judgement

•	 the government notes that the “legislation 
will give affected pension schemes the ability 
to retrospectively obtain written actuarial 
confirmation that historic benefit changes met 
the necessary standards” and that “scheme 
obligations will otherwise be unaffected”

•	 legislation permitting to this issue was 
included in the government’s Pension Scheme 
Bill (Amendments) tabled on 1 September 
2025 .

In September 2025 the Government published 
new provisions to the Pension Schemes Bill 
designed to address this issue. The amendments 
create a pragmatic, statutory process for 
trustees to obtain actuarial confirmation of past 
scheme alterations made while the scheme was 
contracted out. Where retrospective confirmation 
is provided, the amendments should be treated 
as valid. No allowance has been made for this in 
the accounts but the position will continue to be 
monitored to assess any potential impact on the 
LGPS net asset / liability. 

Other Court Cases 

The actuary is also aware of the following court 
cases, which may also impact LGPS benefits in 
the future:

Walker;

O’Brien;

It’s their understanding these are unlikely to be 
significant judgements in terms of impact on the 
pension obligations of a typical employer. As a 
result, and until further guidance is released from 
the relevant governing bodies in the LGPS, they 
have not made any allowance for the potential 
remedies to these judgements.

Participation in Pension Schemes 

As part of the terms and conditions of 
employment of its officers, the Council 
makes contributions towards the cost of post 
employment benefits. Although these benefits will 
not actually be payable until employees retire, the 
Council has a commitment to make the payments 
that needs to be disclosed at the time that 
employees earn their future entitlement.
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Defined Benefit Pension Scheme

2025/26 2024/25

£000s £000s

Comprehensive Income and Expenditure Statement

Cost of Services:

•	 Current service cost 13,695 18,209 

•	 Past service cost 118 53 

•	 Settlements (459) (1,244)

Financing and Investment Income and Expenditure

Net interest cost 855 995 

Total Post Employment Benefit Charged to the (Surplus) or Deficit on the Provision of 
Services 14,209 18,013 

Other Post Employment Benefit Charged to the Comprehensive Income and 
Expenditure Statement

•	 Return on plan assets (excluding the amount included in the net interest expense) (72,651) 21,200 

•	 Impact of asset ceiling 106,974 113,210 

•	 Actuarial gains and losses arising on changes in financial assumptions (17,483) (128,436)

•	 Actuarial gains and losses arising due to changes in demographic assumptions 8,643 (1,531)

•	 Actuarial gains and losses due to liability / Other experiences (23,323) (8,134)

•	 Actuarial gains and losses due to acquisitions - - 

Total Post Employment Benefit Charged to the Comprehensive Income and 
Expenditure Statement 2,160 (3,691)

Movement in Reserves Statement

•	 Reversal of net charges made to the (Surplus) or Deficit for the Provision of Services 
for post employment benefits in accordance with the Code (14,209) (18,013)

Actual amount charged against the General Fund Balance for pensions in the year:

•	 Employers’ contributions payable to scheme 17,662 16,157 

The Council participates in The Local Government 
Pension Scheme, administered locally by 
Middlesbrough Council - this is a defined benefit 
final salary scheme, meaning that the Council 
and employees pay contributions into a fund, 
calculated at a level intended to balance the 
pensions liabilities with investment assets.

The principal risks to the authority of the scheme 
are the longevity assumptions, statutory changes 
to the scheme, structural changes to the scheme 
(i.e. large-scale withdrawals from the scheme), 
changes to inflation, bond yields and the 
performance of the equity investments held by the 
scheme. These are mitigated to a certain extent 
by the statutory requirements to charge to the 
General Fund the amounts required by statute as 
described in the accounting policies note.

Discretionary Post-retirement Benefits

Discretionary post-retirement benefits on 
early retirement are an unfunded defined 

benefit arrangement, under which liabilities are 
recognised when awards are made. There are 
no plan assets built up to meet these pension 
liabilities.

Transactions Relating to Post-employment 
Benefits

We recognise the cost of retirement benefits 
in the reported cost of services when they 
are earned by employees, rather than when 
the benefits are eventually paid as pensions. 
However, the charge we are required to make 
against council tax is based on the cash payable 
in the year, so the real cost of post employment/
retirement benefits is reversed out of the General 
Fund via the Movement in Reserves Statement. 
The following transactions have been made in 
the Comprehensive Income and Expenditure 
Statement and the General Fund Balance via the 
Movement in Reserves Statement during the year:
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Defined Benefit Pension Scheme

2025/26 2024/25
£000s £000s

Present value of funded defined benefit obligation (744,805) (746,457)

Present value of unfunded defined benefit obligation (15,946) (17,239)

Impact of Asset Ceiling (448,364) (322,687)

Fair value of plan assets 1,193,169 1,069,144 

Net asset / (liability) recognised in the Balance Sheet (15,946) (17,239)

Pension Assets and Liabilities Recognised in the Balance Sheet

The amount included in the Balance Sheet arising from the authority’s obligation in respect of its 
defined benefit plans is as follows:

Asset Ceiling

Following the pensions valuation by the Councils 
actuary, Hymans Robertson LLP, the Council 
determined that the fair value of its pension 
plan assets outweighed the present value of the 
plan obligations at 31 March 2026 resulting in 
a pension plan asset. IAS 19 Employee Benefits 
requires that, where a pension plan asset exists, it 
is measured at the lower of:

•	 The surplus in the defined benefit plan; and

•	 The asset ceiling. 

The asset ceiling is the present value of any 
economic benefits available in the form of refunds 
from the plan or reductions in future contributions 
to the plan. The Council’s actuary’s calculated the 
asset ceiling as the net present value of future 
service costs less net present value of future 
contributions. 

The asset ceiling is only applied to the funded 
element of the pension fund and not the 
unfunded.

Pension Reserve Defined Benefit Pension Scheme

2025/26 2024/25
£000s £000s

Balance at 1 April (17,239) (19,074)

Remeasurement of the net defined benefit asset 1,193,169 1,069,144 

Surplus not recognised (1,195,329) (1,065,453)

Reversal of items relating to retirement benefit debited or credited to the Income and 
Expenditure Statement (14,209) (18,013)

Employers pension contributions and direct payments to pensioners payable in year 17,662 16,157 

Balance at 31 March (15,946) (17,239)

Reconciliation of the effect of the Asset Ceiling 2025/26 2024/25
£000s £000s

Effects of asset ceiling at 1 April 322,687 199,787 

Interest on the effect of the asset ceiling 18,703 9,690 

Change in the effect of the asset ceiling 106,974 113,210 

Effects of asset ceiling at 31 March 448,364 322,687 
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Reconciliation of the Movements in the Fair Value of Scheme (Plan) Assets

Defined Benefit 
Pension Scheme

2025/26 2024/25

£000s £000s

Opening fair value of scheme assets 1,069,144 1,056,481 

Interest income 61,696 50,783 

Remeasurement gains and (losses) 72,651 (21,200)

Contributions from the employer 15,737 14,152 

Contributions from employees into the scheme 6,868 6,593 

Settlements (1,855) (3,153)

Other Experiences (491) - 

Benefits paid (30,581) (34,512)

Closing fair value of scheme assets at 31 March 1,193,169 1,069,144 

Reconciliation of Present Value of the Scheme Liabilities (Defined Benefit Obligation)

Defined Benefit 
Pension Scheme

2025/26 2024/25

£000s £000s

Opening balance at 1 April (763,696) (875,768)

Current service cost (13,695) (18,209)

Interest cost (43,848) (42,088)

Contributions by scheme participants (6,868) (6,593)

Actuarial gains and losses - financial assumptions 17,483 128,436 

Actuarial gains and losses - demographic assumptions (8,643) 1,531 

Actuarial gains and losses - liability experience 23,814 8,134 

Benefits paid 32,506 36,517 

Settlements 2,314 4,397 

Past service cost (118) (53)

Closing balance at 31 March (760,751) (763,696)

Local Government Pension Scheme assets comprised:

Fair value of scheme assets

2025-26 2024-25

£000s % £000s %

Equity investments (Quoted and un-quoted) 815,269 68.4 704,566 65.9 

Property (Quoted and un-quoted) 113,625 9.5 117,606 11.0 

Cash 88,545 7.4 86,601 8.1 

Other Investments 175,730 14.7 160,371 15.0 

Total Assets 1,193,169 100.0 1,069,144 100.0 
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The estimation of the defined benefit obligations is sensitive to the actuarial assumptions set out in 
the table above. The sensitivity analyses below have been determined based on reasonably possible 
changes of the assumptions occurring at the end of the reporting period and assumes for each 
change that the assumption analysed changes while all the other assumptions remain constant. The 
assumptions in longevity, for example, assume that life expectancy increases or decreases for men 
and women. In practice, this is unlikely to occur, and changes in some of the assumptions may be 
interrelated. The estimations in the sensitivity analysis have followed the accounting policies for the 
scheme, i.e. on an actuarial basis using the projected unit credit method. The methods and types of 
assumptions used in preparing the sensitivity analysis below did not change from those used in the 
previous period.

Basis for Estimating Assets and Liabilities

Liabilities have been assessed on an actuarial basis using the projected unit credit method, an estimate 
of the pensions that will be payable in future years dependent on assumptions about mortality rates, 
salary levels, etc. Both the Local Government Pension Scheme and discretionary benefits liabilities have 
been assessed by Hymans Robertson LLP, an independent firm of actuaries; estimates for the Teesside 
Pension Fund being based on the latest full valuation of the scheme as at 31 March 2025.

The significant assumptions used by the actuary have been: 2025-26 2024-25

Mortality assumptions:

Longevity at 65 for current pensioners:

Men 21.0 20.4

Women 24.0 23.4

Longevity at 65 for future pensioners:

Men 21.8 21.2

Women 25.3 24.9

Other assumptions:

Rate of inflation (CPI) 3.0% 2.8%

Rate of increase in salaries 4.0% 3.8%

Rate of increase in pensions 3.0% 2.8%

Rate for discounting scheme liabilities 6.2% 5.8%

Impact on the Defined Benefit Obligation in the Scheme
Change in Assumption

Rate +0.1% p.a. Base -0.1% p.a.

£000's £000's £000's

Rate of increase in salaries 0.07% 761,294 760,751 760,208

Rate of increase in pensions in payment 1.42% 771,703 760,751 749,799

Rate for discounting scheme liabilities -1.54% 749,244 760,751 772,258

+1 year Base -1 year

£000's £000's £000's

Post retirement mortality assumption 3.85% 791,181 760,751 730,321
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Note 33: Provisions
The Council has established a provision for lost 
income that arises due to successful rating appeals 
by business rates payers. The Council’s share of the 
provision at the balance sheet date stood at £2.919m 
(last year £3.699m).
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Impact on the Authority’s Cash Flows

The objectives of the scheme are to keep 
employers’ contributions at as constant a rate as 
possible. The Council has agreed a strategy with 
the scheme’s actuary to achieve a funding level of 
100% over the next 16 years. Funding levels are 
monitored on an annual basis. The latest triennial 
valuation was carried out as at 31 March 2025.

The scheme will need to take account of the 
national changes to the scheme under the Public 
Pensions Services Act 2013. Under the Act, the 
Local Government Pension Scheme in England 
and Wales and the other main existing public 
service schemes may not provide benefits in 
relation to service after 31 March 2014 (or service 

after 31 March 2015 for other main existing public 
service pension schemes in England and Wales). 
The Act provides for scheme regulations to be 
made within a common framework, to establish 
new career average revalued earnings schemes to 
pay pensions and other benefits to certain public 
servants. 

The Council anticipates to pay £14.016m 
contributions to the scheme in 2026/27

The weighted average duration of the defined 
benefit obligation for scheme members is 16.0 
years.

(Last year 18.0 years).

Exit package cost 
band (including 
special payments)

Number of compulsory 
redundancies

Number of other 
departures agreed

Total number of exit 
packages by cost band

Total cost of exit 
packages in each band

2025-26 2024-25 2025-26 2024-25 2025-26 2024-25 2025-26 2024-25

£000s £000s

£1 to £20,000 6 4 4 9 10 13 73 77 

£20,001 to £40,000 3 - 2 2 5 2 135 55 

£40,001 to £60,000 - - 1 2 1 2 59 111 

£60,001 to £80,000 1 1 1 1 2 2 128 141 

Total 10 5 8 14 18 19 395 384 

Note 32: Termination Benefits

The Council terminated the contracts of a number of employees in 2025/26, incurring liabilities of 
£0.395m (£0.384m in 2024/25). The amounts have been payable in relation to officers from across 
the Council reflecting the end of specific grant funding and the rationalisation of services as part of the 
Council’s programme of service reviews. Please note that these don’t include termination payments 
made to senior officers and that senior officers payments are disclosed in note 10.

The numbers of exit packages with total cost per band and total cost of the compulsory and other 
redundancies are set out in the table below:

Ratings Appeals £000's

Balance at 1 April 2025 3,699

Provisions Released in 2025/26 -2,384

Amounts Used in 2025/26 1,604

Balance at 31 March 2026 2,919
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Better Care Fund 2025-26 2024-25

£000s £000s £000s

Funding provided to the pooled budget:

Stockton-on-Tees Borough Council 25,937 11,356 

NHS North East & North Cumbria Integrated Care Board (ICB) 6,384 19,866 

32,321 31,22

Expenditure met from the pooled budget:

Stockton-on-Tees Borough Council (25,193) (24,663)

NHS North East & North Cumbria Integrated Care Board (ICB) (5,813) (5,929)

(31,006) (30,592)

Net surplus arising on the pooled budget during the year 1,315 630

Council share of the net surplus arising on the fund 1,315 630

Note 35: Better Care Fund

The Council has entered into a pooled budget arrangement with NHS North East & North Cumbria 
Integrated Care Board (ICB), the Better Care Fund, for the commissioning of health and social care 
services for the residents of the Borough of Stockton-on-Tees. The arrangement was with NHS Tees 
Valley Clinical Commissioning Group (CCG) until the establishment of the ICB from 1st July 2022. 
The services will be provided by the Council or the NHS depending upon the mix required by clients. 
The Council and the ICB have an agreement in place for funding these services with the partners 
contributing funds to the pooled budget.

The pooled budget is hosted by the Council on behalf of the two partners to the agreement.

Note 34: Contingent Liabilities
A Contingent Liability is a potential liability which depends on the occurrence or non-occurrence of one or more 
uncertain future events. The Council has identified the following contingent liabilities as at 31 March 2026. .

Achieving Real Change in Communities (ARCC)

ARCC was the probation service for the Tees Valley that was been established in association with a number of 
partners. The Council has agreed to guarantee the performance of ARCC under the Services Agreement pursuant 
to a Guarantee with the Secretary of State for Justice. This guarantee ceases at the end of the 2026/27 financial 
year. At the 31st March 2026 the total aggregate liability cap for all partners is £100k of which Stockton’s share is 
£34.7k (34.7%).

A Contingent Asset is a possible asset that may arise from past events, whose existence depends on uncertain 
future events not fully under the control of the entity. The Council has identified the following contingent asset as 
at 31 March 2026.

High Needs Stability Grant (HNSG)

The Council is currently carrying a deficit against its Dedicated School Grant. The total deficit as at the 31st March 
2026 was £17.135m. As part of the Governments finance settlement they have agreed to fund 90% of this deficit 
if certain conditions are met, this is estimated to be £15.422m. If these conditions are met then funding will be 
received in the Autumn of 2026. At the moment the detailed conditions of grant have not yet been published and 
the HNSG will only be paid in 2026-27 on the basis of the Local SEND reform plan which has been submitted but 
not yet approved.

The 2025/26 surplus relates to unapplied capital grants for Disabled Facility Grants which will be spent 
in 2026/27.

Page 118



Statement of Accounts 2025-26 | 71

Note 36: Events after the reporting period

Events after the Balance Sheet date are those events, both favourable and unfavourable, that occur 
between the end of the reporting period 31 March 2026 and the 30th June when the Statement of 
Accounts is authorised for issue. Two types of events can be identified:

•	 Those that provide evidence of conditions that existed at the end of the reporting period -  
the Statement of Accounts is adjusted to reflect such events; and 

•	 Those that are indicative of conditions that arose after the reporting period - the Statement of 
Accounts is not adjusted to reflect such events, but where an event would have a material effect, 
disclosure is made in the notes of the nature of the events and their estimated financial effect.

There are no adjusting or non adjusting events after the balance sheet date.

Note 37: Cash Flow Statement - Reconciliation of liabilities arising from financing 
activities 

Cash Flow Statement - Reconciliation 
of liabilities arising from financing 

activities

1 April 2025 Financing 
Cash Flows

Changes which are not  
financing cash flows

31 March 
2026

Acquisition Other Non 
financing cash 

flows

£000s £000s £000s £000s £000s

Long Term Borrowing (86,072) (7,556) - - (93,628)

Short Term Borrowing (64,708) (10,638) - - (75,346)

Lease Liabilities (5,385) 3,709 - (4,917) (6,593)

Other Balance Sheet PFI Liabilities (5,262) 2,539 - - (2,723)

Total Liabilities From Financing 
Activities (161,427) (11,946) - (4,917) (178,290)

Comparative Information 1 April 2024 Financing 
Cash Flows

Changes which are not  
financing cash flows

31 March 
2025

Acquisition Other Non 
financing cash 

flows

£000s £000's £000's £000's £000s

Long Term Borrowing (89,750) 3,678 - - (86,072)

Short Term Borrowing (18,636) (46,072) - - (64,708)

Lease Liabilities (2,851) 1,618 - (4,152) (5,385)

Other Balance Sheet PFI Liabilities (2,700) (2,562) - - (5,262)

Total Liabilities From Financing 
Activities (113,937) (43,338) - (4,152) (161,427)
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Note 38: Statement of Accounting Policies

GENERAL PRINCIPLES

The Statement of Accounts summarise the 
Council’s transactions for the 2025/26 financial 
year and its position at the year-end of 31st March 
2026. The Council is required to prepare an annual 
Statement of Accounts by the Accounts and 
Audit Regulations 2015, which those regulations 
require to be prepared in accordance with proper 
accounting practices. These practices primarily 
comprise the Code of Practice on Local Authority 
Accounting in the United Kingdom 2025/26.

The accounting convention adopted in the 
financial statements is principally historical cost, 
modified by the revaluation of certain categories 
of non current assets and financial instruments. 

The concept of materiality has been applied in 
the process of preparing the accounts, such that 
insignificant items are excluded and fluctuations 
under an acceptable level of tolerance are 
permitted, provided that in aggregate they would 
not affect the interpretation of the accounts by an 
informed reader. 

ACCRUALS OF INCOME AND EXPENDITURE

Activity is accounted for in the year that it takes 
place, not simply when cash payments are made 
or received. 

CASH AND CASH EQUIVALENTS 

Cash is represented by cash in hand and deposits 
with financial institutions repayable without 
penalty on notice of not more than 24 hours. 
Cash equivalents are highly liquid investments 
that mature in no more than three months or less 
from the date of acquisition and that are readily 
convertible to known amounts of cash with 
insignificant risk of change in value.

In the Cash Flow Statement, cash and cash 
equivalents are shown net of bank overdrafts that 
are repayable on demand and form an integral 
part of the Council’s cash management. 

CHARGES TO REVENUE FOR NON CURRENT
ASSETS

Services, support services and trading accounts 
are debited with the following amounts to record 
the cost of holding non-current assets during the 
year:

•	 depreciation attributable to the assets used  
by the relevant service  

•	 revaluation and impairment losses on assets 
used by the service where there are no 
accumulated gains in the Revaluation Reserve 
against which the losses can be written off 

•	 amortisation of intangible non current assets 
attributable to the service.

The Council is not required to raise council tax 
to fund depreciation, revaluation and impairment 
losses or amortisations. However, it is required 
to make an annual contribution from revenue 
towards the reduction in its overall borrowing 
requirement equal to an amount calculated 
on a prudent basis determined by the Council 
in accordance with statutory guidance. 
Depreciation, revaluation and impairment losses 
and amortisations are therefore replaced by 
the contribution in the General Fund Balance, 
the Minimum Revenue Provision, by way of an 
adjusting transaction with the Capital Adjustment 
Account in the Movement in Reserves Statement 
for the difference between the two.

COUNCIL TAX AND NON-DOMESTIC RATES 

Billing authorities act as agents, collecting council 
tax and non-domestic rates (NDR) on behalf of the 
major preceptors (including government for NDR) 
and, as principals, collecting council tax and NDR 
for themselves. Billing authorities are required 
by statute to maintain a separate fund (i.e. the 
Collection Fund) for the collection and distribution 
of amounts due in respect of council tax and NDR. 
Under the legislative framework for the Collection 
Fund, billing authorities, major preceptors and 
central government share proportionately the 
risks and rewards that the amount of council tax 
and NDR collected could be less or more than 
predicted.

Accounting for Council Tax and NDR

The council tax and NDR income included in 
the Comprehensive Income and Expenditure 
Statement is the Council’s share of accrued 
income for the year. However, regulations 
determine the amount of council tax and NDR that 
must be included in the Council’s General Fund. 
Therefore, the difference between the income 
included in the Comprehensive Income and 
Expenditure Statement and the amount required 
by regulation to be credited to the General Fund is 
taken to the Collection Fund Adjustment Account 
and included as a reconciling item in  
the Movement in Reserves Statement.
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The Balance Sheet includes the Council’s share 
of the end of year balances in respect of council 
tax and NDR relating to arrears, impairment 
allowances for doubtful debts, overpayments and 
prepayments and appeals.

EMPLOYEE BENEFITS 

Benefits Payable During Employment 

Short term employee benefits such as wages 
and salaries, paid annual leave, sick leave and 
expenses are paid on a monthly basis and 
charged on an accruals basis to the relevant 
service line of the Comprehensive Income and 
Expenditure Statement.

Termination Benefits 

Termination benefits are amounts payable as a 
result of a decision by the Council to terminate 
an officer’s employment before the normal 
retirement date or an officer’s decision to accept 
voluntary redundancy and are charged on an 
accruals basis in the Comprehensive Income and 
Expenditure Statement at the earlier of when the 
Council can no longer withdraw the offer of those 
benefits or when the Council recognises costs for 
restructuring. 

Where termination benefits involve the 
enhancement of pensions, statutory provisions 
require the General Fund balance to be charged 
with the amount payable by the Council to the 
pension fund or pensioner in the year. 

Post Employment Benefits 

Employees of the Council are members of three 
separate pension schemes:

•	 The Teachers’ Pension Scheme, administered 
by Capita Teachers’ Pensions on behalf of the 
Department for Education (DfE). 

•	 The NHS Pension Scheme, administered by 
NHS Pensions on behalf of the Department  
of Health and Social Care. 

•	 The Local Government Pensions Scheme, 
administered by Middlesbrough Council. 

The schemes provided defined benefits to 
members (retirement lump sums and pensions), 
earned as employees worked for the Council. 
However, the arrangements for the teachers’ 
and NHS schemes mean that liabilities for these 
benefits cannot ordinarily be identified specifically 
to the Council. 

The schemes are therefore accounted for as 
if they were defined contribution schemes and 
no liability for future payments of benefits is 
recognised in the Balance Sheet. 

The Local Government Pension Scheme

The Local Government Scheme is accounted for 
as a defined benefits scheme: 

•	 The liabilities of the Teesside Pension Fund 
attributable to the Council are included in the 
Balance Sheet on an actuarial basis using the 
projected unit method - i.e. an assessment 
of the future payments that will be made in 
relation to retirement benefits earned to date 
by employees, based on assumptions about 
mortality rates, employee turnover rates, etc, 
and projections of projected earnings for 
current employees.

•	 Liabilities are discounted to their value at 
current prices, using a discount rate based on 
the indicative rate of return on the Hymans 
Robertson LLP Central AA Curve.

•	 The assets of the Teesside Pension Fund 
attributable to the Council are included in the 
Balance Sheet at their fair value:

•	 quoted securities - current bid price 

•	 unquoted securities - professional estimate 

•	 unitised securities - current bid price 

•	 property - market value. 

The change in the net pensions liability is 
analysed into the following components: 

Service cost comprising:

•	 current service cost: the increase in liabilities 
as a result of years of service earned this 
year - allocated in the Comprehensive Income 
and Expenditure Statement to the services for 
which the employees worked 

•	 past service cost: the increase in liabilities as a 
result of a scheme amendment or curtailment 
whose effect relates to years of service earned 
in earlier years - debited to the (Surplus) or 
Deficit on the Provision of Services in the 
Comprehensive Income and Expenditure 
Statement.
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•	 net interest on the net defined benefit liability: 
i.e. net interest expense for the Council - the 
change during the period in the net defined 
benefit liability that arises from the passage 
of time charged to the Financing and 
Investment Income and Expenditure line of 
the Comprehensive Income and Expenditure 
Statement - this is calculated by applying the 
discount rate used to measure the defined 
benefit obligation at the beginning of the 
period to the net defined benefit liability at the 
beginning of the period - taking into account 
any changes in the net defined benefit liability 
during the period as a result of contribution 
and benefit payments.

Remeasurements comprising:

•	 the return on plan assets - excluding amounts 
included in the net interest on the net defined 
benefit liability - charged to the Pensions 
Reserve as Other Comprehensive Income and 
Expenditure.

•	 actuarial gains and losses: changes in the net 
pensions liability that arise because events 
have not coincided with assumptions made 
at the last actuarial valuation or because the 
actuaries have updated their assumptions 
- charged to the Pensions Reserve as Other 
Comprehensive Income and Expenditure.

Contributions paid to the Teesside Pension Fund:

•	 cash paid as employer’s contributions to the 
pension fund in settlement of liabilities; not 
accounted for as an expense.

In relation to retirement benefits, statutory 
provisions require the General Fund balance to be 
charged with the amount payable by the Council 
to the pension fund or directly to pensioners in the 
year, not the amount calculated according to the 
relevant accounting standards. In the Movement 
in Reserves Statement, this means that there 
are appropriations to and from the Pensions 
Reserve to remove the notional debits and credits 
for retirement benefits and replace them with 
debits for the cash paid to the pension fund and 
pensioners and any such amounts payable but 
unpaid at the year end. The negative balance that 
arises on the Pensions Reserve thereby measures 
the beneficial impact to the General Fund of being 
required to account for retirement benefits on the 
basis of cash flows rather than as benefits are 
earned by employees.

Discretionary Benefits

The Council also has restricted powers to make 
discretionary awards of retirement benefits in the 
event of early retirements. Any liabilities estimated 
to arise as a result of an award to any member of 
staff (including teachers) are accrued in the year 
of the decision to make the award and accounted 
for using the same policies as are applied to the 
Local Government Pension Scheme.

EVENTS AFTER THE REPORTING PERIOD

Events after the Balance Sheet date are those 
events, both favourable and unfavourable, that 
occur between the end of the reporting period 
and the date when the Financial Statements are 
authorised for issue. Two types of events can be 
identified: 
•	 those that provide evidence of conditions that 

existed at the end of the reporting period - the 
Financial Statements are adjusted to reflect 
such events 

•	 those that are indicative of conditions that 
arose after the reporting period - the Statement 
of Accounts is not adjusted to reflect such 
events, but where a category of events would 
have a material effect, disclosure is made in 
the notes of the nature of the events and their 
estimated financial effect. 

Events taking place after the date of authorisation 
for issue are not reflected in the financial 
statements.

FINANCIAL INSTRUMENTS 

Financial liabilities

Financial liabilities are recognised on the Balance 
Sheet when the Council becomes a party to the 
contractual provisions of a financial instrument 
and are initially measured at fair value and are 
carried at their amortised cost. Annual charges 
to the Financing and Investment Income and 
Expenditure line in the Comprehensive Income 
and Expenditure Statement (CIES) for interest 
payable are based on the carrying amount of the 
liability, multiplied by the effective rate of interest 
for the instrument. The effective interest rate is 
the rate that exactly discounts estimated future 
cash payments over the life of the instrument to 
the amount at which it was originally recognised. 
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For most of the borrowings that the Council 
has, this means that the amount presented in 
the Balance Sheet is the outstanding principal 
repayable (plus accrued interest); and interest 
charged to the CIES is the amount payable for  
the year according to the loan agreement. 

Where premiums and discounts have been 
charged to the Comprehensive Income and 
Expenditure Statement, regulations allow the 
impact on the General Fund Balance to be spread 
over future years. The Council has a policy of 
spreading the gain or loss over the term that was 
remaining on the loan against which the premium 
was payable or discount receivable when it was 
repaid within the general fund. The reconciliation 
of amounts charged to the Comprehensive 
Income and Expenditure Statement to the 
net charge required against the General Fund 
Balance is managed by a transfer to or from the 
Financial Instruments Adjustment Account in the 
Movement in Reserves Statement.

Financial Assets 

Financial assets are classified based on a 
classification and measurement approach 
that reflects the business model for holding 
the financial assets and their cashflow 
characteristics. There are three main classes  
of financial assets measured at: 

•	 amortised cost 

•	 fair value through profit or loss (FVPL), and 

•	 fair value through other comprehensive 
income (FVOCI) 

The authority’s business model is to hold 
investments to collect contractual cash flows. 
Financial assets are therefore classified 
as amortised cost, except for those whose 
contractual payments are not solely payment of 
principal and interest (i.e. where the cash flows  
do not take the form of a basic debt instrument). 

Financial Assets Measured at Amortised Cost

Financial assets measured at amortised cost 
are recognised on the Balance Sheet when the 
authority becomes a party to the contractual 
provisions of a financial instrument and 
are initially measured at fair value. They are 
subsequently measured at their amortised cost. 

Annual credits to the Financing and Investment  
Income and Expenditure line in the 
Comprehensive Income and Expenditure 
Statement (CIES) for interest receivable are  
based on the carrying amount of the asset 
multiplied by the effective rate of interest for the 
instrument. For most of the financial assets held 
by the authority, this means that the amount 
presented in the Balance Sheet is the outstanding 
principal receivable (plus accrued interest) 
and interest credited to the CIES is the amount 
receivable for the year in the loan agreement. 

However, the authority has made loans to 
organisations at less than market rates (soft 
loans). When soft loans are made, a loss is 
recorded in the CIES (debited to the appropriate 
service) for the present value of the interest that 
will be foregone over the life of the instrument, 
resulting in a lower amortised cost than the 
outstanding principal. 

Interest is credited to the Financing and 
Investment Income and Expenditure line in 
the CIES at a marginally higher effective rate 
of interest than the rate receivable from the 
organisations, with the difference serving to 
increase the amortised cost of the loan in the 
Balance Sheet. Statutory provisions require that 
the impact of soft loans on the General Fund 
Balance is the interest receivable for the financial 
year - the reconciliation of amounts debited and 
credited to the CIES to the net gain required 
against the General Fund Balance is managed by 
a transfer to or from the Financial Instruments 
Adjustment Account in the Movement in Reserves 
Statement. 

Any gains and losses that arise on the 
derecognition of an asset are credited or debited 
to the Financing and Investment Income and 
Expenditure line in the CIES. 

Expected Credit Loss Model 

The authority recognises expected credit losses 
on all of its financial assets held at amortised 
cost, either on a 12-month or lifetime basis. The 
expected credit loss model also applies to lease 
receivables and contract assets. Only lifetime 
losses are recognised for trade receivables 
(debtors) held by the authority. 
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Impairment losses are calculated to reflect the 
expectation that the future cash flows might not 
take place because the borrower could default on 
their obligations. Credit risk plays a crucial part 
in assessing losses. Where risk has increased 
significantly since an instrument was initially 
recognised, losses are assessed on a lifetime 
basis. Where risk has not increased significantly 
or remains low, losses are assessed on the basis 
of 12-month expected losses.

Financial Assets Measured at Fair Value  
through Profit or Loss 

Financial assets that are measured at FVPL 
are recognised on the Balance Sheet when the 
authority becomes a party to the contractual 
provisions of a financial instrument and are 
initially measured and carried at fair value. Fair 
value gains and losses are recognised as they 
arrive in the Surplus or Deficit on the Provision  
of Services. 

The fair value measurements of the financial 
assets are based on the following techniques: 
•	 instruments with quoted market prices -  

the market price 
•	 other instruments with fixed and determinable 

payments - discounted cash flow analysis. 

The inputs to the measurement techniques are 
categorised in accordance with the following 
three levels: 

•	 Level 1 inputs - quoted prices (unadjusted) 
in active markets for identical assets 
that the authority can access at the 
measurement date. 

•	 Level 2 inputs - inputs other than quoted 
prices included within Level 1 that are 
observable for the asset, either directly  
or indirectly. 

•	 Level 3 inputs - unobservable inputs for  
the asset. 

Any gains and losses that arise on the 
derecognition of the asset are credited or debited 
to the Financing and Investment Income and 
Expenditure line in the Comprehensive Income 
and Expenditure Statement.

GOVERNMENT GRANTS AND
CONTRIBUTIONS 

Whether paid on account, by instalments or 
in arrears, government grants and third party 
contributions and donations are recognised as 

due to the Council when there is reasonable 
assurance that:

•	 the Council will comply with the conditions 
attached to the payments, and 

•	 the grants or contributions will be received.

Amounts recognised as due to the Council are 
not credited to the Comprehensive Income and 
Expenditure Statement until conditions attached 
to the grant or contribution have been satisfied. 
Conditions are stipulations that specify that the 
future economic benefits or service potential 
embodied in the asset acquired using the grant or 
contribution are required to be consumed by the 
recipient as specified, or future economic benefits 
or service potential must be returned  
to the transferor. 

Monies advanced as grants and contributions 
for which conditions have not been satisfied 
are carried in the Balance Sheet as receipts in 
advance. When conditions are satisfied, the 
grant or contribution is credited to the relevant 
service line (attributable revenue grants and 
contributions) or Taxation and Non Specific  
Grant Income (non ringfenced revenue grants  
and all capital grants) in the Comprehensive 
Income and Expenditure Statement. 

Where capital grants are credited to the 
Comprehensive Income and Expenditure 
Statement, they are reversed out of the General 
Fund Balance in the Movement in Reserves 
Statement. Where the grant has yet to be used 
to finance capital expenditure, it is posted to 
the Capital Grants Unapplied Reserve. Where 
it has been applied, it is posted to the Capital 
Adjustment Account. Amounts in the Capital 
Grants Unapplied Reserve are transferred to  
the Capital Adjustment Account once they have 
been applied to fund capital expenditure.

HERITAGE ASSETS

Heritage Assets are primarily held at the 
Authority’s museum. There are 6 categories of 
Heritage Assets which are held in support of the 
primary objective of the authority’s museum, 
i.e. increasing the knowledge, understanding 
and appreciation of the authority’s history and 
local area. Heritage assets are recognised and 
measured (including the treatment of revaluation 
gains and losses) in accordance with the Council’s 
accounting policies on property, plant and 
equipment.
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However, some of the measurement rules are 
relaxed in relation to heritage assets: where 
the cost of an asset cannot be identified with 
certainty, the value has been assessed by 
a suitably experienced officer or a suitably 
experienced external valuer. In certain cases,  
high value heritage assets that are on long term 
loan to the Council have been treated as though 
owned by the Council and included within the 
reported values.

The carrying amounts of heritage assets are 
reviewed where there is evidence of impairment of 
heritage assets, e.g. where an item has suffered 
physical deterioration or breakage or where 
doubts arise as to its authenticity. Any impairment 
is recognised and measured in accordance with 
the Council’s general policies on impairment. 
The Council will occasionally dispose of heritage 
assets which have a doubtful provenance or 
are unsuitable for public display. The proceeds 
of such items are accounted for in accordance 
with the Council’s general provisions relating to 
the disposal of property, plant and equipment. 
Disposal proceeds are disclosed separately in 
the notes to the financial statements and are 
accounted for in accordance with statutory 
accounting requirements relating to capital 
expenditure and capital receipts. The collections 
are relatively static and acquisitions, disposals 
and donations are rare.

INTANGIBLE ASSETS 

Expenditure on nonmonetary assets that do not 
have physical substance but are controlled by the 
Council as a result of past events (e.g. software 
licences) is capitalised when it is expected that 
future economic benefits or service potential will 
flow from the intangible asset to the Council

INTEREST IN COMPANIES AND OTHER
ENTITIES

The Council has interests in companies but 
due to materiality choses not to prepare group 
accounts. The interest in companies are recorded 
as financial assets at cost, less any provision for 
losses.

INVENTORIES

Inventories are included in the Balance Sheet at 
the lower of cost and net realisable value. The 
cost of inventories is determined on the basis of 
the initial invoice price, except for stock held by 
Community Services, which is valued on the  
basis of last invoice price.

INVESTMENT PROPERTY 

Investment properties are those that are 
used solely to earn rentals and/or for capital 
appreciation. The definition is not met if the 
property is used in any way to facilitate the 
delivery of services or production of goods  
or is held for sale. 

Investment properties are measured initially at 
cost and subsequently at fair value, based on the 
amount at which the asset could be exchanged 
between market participants at the measurement 
date. As a non financial asset, investment 
properties are measured at highest and best use. 
Properties are not depreciated but are revalued 
annually according to market conditions at the 
year end. Gains and losses on revaluation are 
posted to the Financing and Investment Income 
and Expenditure line in the Comprehensive 
Income and Expenditure Statement. The same 
treatment is applied to gains and losses on 
disposal. 

Rentals received in relation to investment 
properties are credited to the Financing and 
Investment Income line and result in a gain for 
the General Fund Balance. However, revaluation 
and disposal gains and losses are not permitted 
by statutory arrangements to have an impact on 
the General Fund Balance. The gains and losses 
are therefore reversed out of the General Fund 
Balance in the Movement in Reserves Statement 
and posted to the Capital Adjustment Account 
and (for any sale proceeds greater than £10,000) 
the Capital Receipts Reserve. 
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LEASES

Property Plant and Equipment and similar assets 
secured via a lease arrangement are recognised 
as a right-of-use asset and a lease liability.

An asset representing the right to use the asset 
over the lease term is recognised for all leases 
(except those that are low value (£10k) or leases 
with less than 12 months outstanding). Liabilities 
are also recognised in the balance sheet for the 
obligations that the Council has to pay for the 
right acquired, which are discounted to their 
present value.

The Council as a lessee (Right-of-Use Assets).

The Council classifies contracts as leases based 
on their substance. Contracts and parts of 
contracts, including those described as contracts 
for services, are analysed to determine whether 
they convey the right to control the use of an 
identified asset, through rights both to obtain 
substantially all the economic benefits or service 
potential from that asset and to direct its use. 

The Code expands the scope of IFRS 16 Leases 
to include arrangements with nil consideration, 
peppercorn or nominal payments. 

Initial measurement 

Leases are recognised as right-of-use assets with 
a corresponding liability at the date from which 
the leased asset is available for use (or the IFRS 
16 transition date, if later). The leases are typically 
for fixed periods in excess of one year but may 
have extension options. 

The Council initially recognises lease liabilities 
measured at the present value of lease payments, 
discounting by applying the Council’s incremental 
borrowing rate wherever the interest rate implicit 
in the lease cannot be determined. 

Lease payments included in the measurement of 
the lease liability include: 

•	 fixed payments, including in-substance fixed 
payments; 

•	 variable lease payments that depend on an 
index or rate, initially measured using the 
prevailing index or rate as at the adoption date; 

•	 amounts expected to be payable under a 
residual value guarantee; 

•	 the exercise price under a purchase option that 
the Council is reasonably certain to exercise; 

•	 lease payments in an optional renewal period if 
the Council is reasonably certain to exercise an 
extension option; and 

•	 penalties for early termination of a lease, 
unless the Council is reasonably certain not to 
terminate early.

The right-of-use asset is measured at the amount 
of the lease liability, adjusted for any prepayments 
made, plus any direct costs incurred to dismantle 
and remove the underlying asset or restore the 
underlying asset on the site on which it is located, 
less any lease incentives received. (Cost Model) 
However, for peppercorn, nominal payments or nil 
consideration leases, the asset is measured at fair 
value. (Revaluation Model)

Subsequent measurement of right of use assets

The right-of-use asset is subsequently measured 
using the current value model. The Council 
considers the cost model to be a reasonable 
proxy for current value except for: 

•	 assets held under non-commercial leases; 

•	 leases where rent reviews do not necessarily 
reflect market conditions; 

•	 leases with terms of more than five years that 
do not have any provision for rent reviews; and 

•	 leases where rent reviews will be at periods of 
more than five years.

For these leases, the asset is carried at a revalued 
amount. Assets held under peppercorn or nil 
consideration leases have been valued using 
market prices or rentals for equivalent land and 
properties. 

The right-of-use asset is depreciated straight-line 
over the shorter period of remaining lease term 
and useful life of the underlying asset as at the 
date of adoption. 

Those assets carried at re-valued amount will 
be re-valued on a 5 year rolling programme, 
supported by indexation in intervening years.
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The lease liability is subsequently measured 
at amortised cost, using the effective interest 
method. The liability is remeasured when: 

•	 there is a change in future lease payments 
arising from a change in index or rate 

•	 there is a change in the group’s estimate of 
the amount expected to be payable under a 
residual value guarantee 

•	 the Council changes its assessment of 
whether it will exercise a purchase, extension 
or termination option, or 

•	 there is a revised in-substance fixed lease 
payment.

When such a remeasurement occurs, a 
corresponding adjustment is made to the carrying 
amount of the right-of-use asset, with any further 
adjustment required from remeasurement being 
recorded in the Comprehensive Income and 
Expenditure Statement.

Low value and short lease exemption 

As permitted by the Code, the Council excludes 
leases: 

•	 for low-value items that cost less than £10,000 
when new, provided they are not highly 
dependent on or integrated with other items, 
and 

•	 with a term shorter than 12 months 
(comprising the non-cancellable period 
plus any extension options that the Council 
is reasonably certain to exercise and any 
termination options that the Council is 
reasonably certain not to exercise).

Lease expenditure

Expenditure in the Comprehensive Income and 
Expenditure Statement includes interest, straight-
line depreciation, any asset impairments and 
changes in variable lease payments not included 
in the measurement of the liability during the 
period in which the triggering event occurred. 
Lease payments are debited against the liability. 
Rentals for leases of low-value items or shorter 
than 12 months are expensed. 

Depreciation and impairments are not charges 
against council tax, as the cost of non-current 
assets is fully provided for under separate 
arrangements for capital financing. Amounts are 
therefore appropriated to the capital adjustment 
account from the General Fund balance in the 
Movement in Reserves Statement.

The Council as Lessor

Leases are classified as finance leases where the 
terms of the lease substantially transfers all of 
the risks and rewards incidental to ownership of 
the property, plant or equipment from the lessor 
to the lessee. All other leases are classified as 
operating leases.

Finance Leases

Where the Council grants a finance lease over 
a property or an item of plant or equipment, the 
relevant asset is written out of the Balance Sheet 
as a disposal. At the commencement of the lease, 
the carrying amount of the asset in the Balance 
Sheet (whether property, plant and equipment 
or assets held for sale) is written off to the other 
operating expenditure line in the Comprehensive 
Income and Expenditure Statement as part of the 
gain or loss on disposal. A gain, representing the 
Council’s net investment in the lease, is credited 
to the same line in the Comprehensive Income 
and Expenditure Statement also as part of the 
gain or loss on disposal (i.e. netted off against 
the carrying value of the asset at the time of 
disposal), matched by a lease (long-term debtor) 
asset in the Balance Sheet.

Lease rentals receivable are apportioned between: 

•	 a charge for the acquisition of the interest in 
the property - applied to write down the lease 
debtor (together with any premiums received), 
and 

•	 finance income (credited to the financing and 
investment income and expenditure line in 
the Comprehensive Income and Expenditure 
Statement).
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The gain credited to the Comprehensive Income 
and Expenditure Statement on disposal is not 
permitted by statute to increase the General Fund 
balance and is required to be treated as a capital 
receipt. Where a premium has been received, 
this is posted out of the General Fund balance to 
the capital receipts reserve in the Movement in 
Reserves Statement. Where the amount due in 
relation to the lease asset is to be settled by the 
payment of rentals in future financial years, this 
is posted out of the General Fund balance to the 
deferred capital receipts reserve in the Movement 
in Reserves Statement. When the future rentals 
are received, the element for the capital receipt 
for the disposal of the asset is used to write down 
the lease debtor. At this point, the deferred capital 
receipts are transferred to the capital receipts 
reserve. 

The written-off value of disposals is not a charge 
against council tax, as the cost of non‑current 
assets is fully provided for under separate 
arrangements for capital financing. Amounts are 
therefore appropriated to the capital adjustment 
account from the General Fund balance in the 
Movement in Reserves Statement.

Operating Leases

Where the Council grants an operating lease 
over a property or an item of plant or equipment, 
the asset is retained in the Balance Sheet. 
Rental income is credited to the other operating 
expenditure line in the Comprehensive Income 
and Expenditure Statement. Credits are made on 
a straight-line basis over the life of the lease or 
where this is initiated by a service to the individual 
service, even if this does not match the pattern 
of payments (eg there is a premium paid at the 
commencement of the lease). Initial direct costs 
incurred in negotiating and arranging the lease 
are added to the carrying amount of the relevant 
asset and charged as an expense over the lease 
term on the same basis as rental income.

OVERHEADS AND SUPPORT SERVICES

The costs of overheads and support services are 
charged to service segments in accordance with 
the councils arrangements for accountability and 
financial performance.

PROPERTY, PLANT AND EQUIPMENT

Assets that have physical substance and are held 
for use in the production or supply of goods or 
services, for rental to others, or for administrative 
purposes and that are expected to be used during 
more than one financial year and cost more than 
£10,000 are classified as property, plant and 
equipment.

Recognition

Expenditure on the acquisition, creation or 
enhancement of property, plant and equipment 
is capitalised on an accruals basis, provided that 
it is probable that the future economic benefits 
or service potential associated with the item will 
flow to the Council and the cost of the item can 
be measured reliably. Expenditure that maintains 
but does not add to an asset’s potential to deliver 
future economic benefits or service potential 
(i.e. repairs and maintenance) is charged as an 
expense when it is incurred. 

Measurement

Assets are initially measured at cost, comprising:
•	 the purchase price 
•	 any costs attributable to bringing the asset to 

the location and condition necessary for it to 
be capable of operating in the manner intended 
by management 

The Council does not capitalise borrowing costs 
incurred whilst assets are under construction. 

The cost of assets acquired other than by 
purchase is deemed to be its fair value, unless the 
acquisition does not have commercial substance 
(i.e. it will not lead to a variation in the cash flows 
of the Council). In the latter case, where an asset 
is acquired via an exchange, the cost of the 
acquisition is the carrying amount of the asset 
given up by the Council. 

Where gains are credited to the Comprehensive 
Income and Expenditure Statement, they are 
reversed out of the General Fund Balance to the 
Capital Adjustment Account in the Movement in 
Reserves Statement. 
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Assets are then carried in the Balance Sheet using 
the following measurement bases: 
•	 infrastructure, community assets and assets 

under construction - depreciated historical cost 
•	 school buildings - current value, but because 

of their specialist nature, are measured at 
depreciated replacement cost which is used as 
an estimate of current value

•	 surplus assets - the current value 
measurement base is fair value, estimated 
at highest and best use from a market 
participant’s perspective

•	 all other assets - current value, determined as 
the amount that would be paid for the asset in 
its existing use (existing use value - EUV).

Where there is no market based evidence of 
current value because of the specialist nature of 
an asset, depreciated replacement cost (DRC) is 
used as an estimate of current value. 

Where non property assets that have short useful 
lives or low values (or both), depreciated historical 
cost basis is used as a proxy for current value. 

Assets included in the Balance Sheet at current 
value are revalued sufficiently regularly to ensure 
that their carrying amount is not materially 
different from their current value at the year-end. 

Higher value assets are valued every three 
years and lower value assets every five years. 
Increases in valuations are matched by credits to 
the Revaluation Reserve to recognise unrealised 
gains. Exceptionally, gains might be credited to 
the Comprehensive Income and Expenditure 
Statement where they arise from the reversal of a 
loss previously charged to a service.

Where decreases in value are identified, they are 
accounted for by:

•	 where there is a balance of revaluation gains 
for the asset in the Revaluation Reserve, the 
carrying amount of the asset is written down 
against that balance (up to the amount of the 
accumulated gains) 

•	 where there is no balance in the Revaluation 
Reserve or an insufficient balance, the 
carrying amount of the asset is written down 
against the relevant service line(s) in the 
Comprehensive Income and Expenditure 
Statement. 

The Revaluation Reserve contains revaluation 
gains recognised since 1 April 2007 only, the date 
of its formal implementation.  

Gains arising before that date have been 
consolidated into the Capital Adjustment Account.

Impairment

Assets are assessed at each year end as to 
whether there is any indication that an asset may 
be impaired. Where indications exist and any 
possible differences are estimated to be material, 
the recoverable amount of the asset is estimated 
and, where this is less than the carrying amount of 
the asset, an impairment loss is recognised for the 
shortfall.

Where impairment losses are identified, they are 
accounted for by: 

•	 where there is a balance of revaluation gains 
for the asset in the Revaluation Reserve, the 
carrying amount of the asset is written down 
against that balance (up to the amount of the 
accumulated gains)

•	 where there is no balance in the Revaluation 
Reserve or an insufficient balance, the 
carrying amount of the asset is written down 
against the relevant service line(s) in the 
Comprehensive Income and Expenditure 
Statement.

Where an impairment loss is reversed 
subsequently, the reversal is credited to the 
relevant service line(s) in the Comprehensive 
Income and Expenditure Statement, up to 
the amount of the original loss, adjusted for 
depreciation that would have been charged if  
the loss had not been recognised.

Depreciation

Depreciation is provided for on all property, 
plant and equipment assets by the systematic 
allocation of their depreciable amounts over their 
useful lives. An exception is made for assets 
without a determinable finite useful life (i.e. 
freehold land and certain community assets)  
and assets that are not yet available for use  
(i.e. assets under construction).

Depreciation is calculated on the following bases:
•	 buildings - straight line allocation over the 

useful life of the property as estimated by  
the valuer 

•	 vehicles, plant, furniture and equipment - 
straight line over the useful life of the asset, as 
advised by a suitably qualified officer 

•	 infrastructure - straight line allocation over a 
period of 15 to 80 years. 
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Where an item of property, plant and equipment 
has major components whose cost is significant 
in relation to the total cost of the item, the 
components will be depreciated separately if the 
change in depreciation cost is considered to be 
significant. 

Revaluation gains are also depreciated, with an 
amount equal to the difference between current 
value depreciation charged on assets and the 
depreciation that would have been chargeable 
based on their historical cost being transferred 
each year from the Revaluation Reserve to the 
Capital Adjustment Account. 

The authority has determined in accordance with 
Regulation 30M England of the Local Authorities 
(Capital Finance and Accounting) (England/
Wales) (Amendment) Regulations 2022 that 
the carrying amounts to be derecognised for 
infrastructure assets when there is replacement 
expenditure is nil.

DISPOSALS AND NON CURRENT ASSETS
HELD FOR SALE

When it becomes probable that the carrying 
amount of an asset will be recovered principally 
through a sale transaction rather than through 
its continuing use, it is reclassified as an Asset 
Held for Sale. The asset is revalued immediately 
before reclassification and then carried at the 
lower of this amount and fair value less costs 
to sell. Where there is a subsequent decrease 
to fair value less costs to sell, the loss is posted 
to the Other Operating Expenditure line in 
the Comprehensive Income and Expenditure 
Statement. Gains in fair value are recognised 
only up to the amount of any losses previously 
recognised in the (Surplus) or Deficit on Provision 
of Services. Depreciation is not charged on Assets 
Held for Sale. 

If assets no longer meet the criteria to be 
classified as assets held for sale, they are 
reclassified back to non-current assets and valued 
at the lower of their carrying amount before they 
were classified as held for sale; adjusted for 
depreciation, amortisation or revaluations that 
would have been recognised had they not been 
classified as held for sale, and their recoverable 
amount at the date of the decision not to sell. 

Assets that are to be abandoned or scrapped are 
not reclassified as Assets Held for Sale. When 
an asset is disposed of or decommissioned, 
the carrying amount of the asset in the Balance 
Sheet (whether Property, plant and equipment 
or Assets held for sale) is written off to the Other 
Operating Expenditure line in the Comprehensive 
Income and Expenditure Statement as part 
of the gain or loss on disposal. Receipts from 
disposals (if any) are credited to the same line 
in the Comprehensive Income and Expenditure 
Statement also as part of the gain or loss on 
disposal (i.e. netted off against the carrying 
value of the asset at the time of disposal). Any 
revaluation gains accumulated for the asset in the 
Revaluation Reserve are transferred to the Capital 
Adjustment Account. 

Amounts received for a disposal in excess of 
£10,000 are categorised as capital receipts. 
A proportion of receipts relating to housing 
disposals is payable to the Government. The 
balance of receipts is required to be credited to 
the Capital Receipts Reserve, and can then only 
be used for new capital investment or set aside 
to reduce the Council’s underlying need to borrow 
(the capital financing requirement). Receipts are 
appropriated to the reserve from the General Fund 
Balance in the Movement in Reserves Statement. 
Mortgage receipts are treated as capital receipts 
irrespective of their value.

The written off value of disposals is not a charge 
against council tax, as the cost of non current 
assets is fully provided for under separate 
arrangements for capital financing. Amounts are 
appropriated to the Capital Adjustment Account 
from the General Fund Balance in the Movement 
in Reserves Statement. 
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PRIVATE FINANCE INITIATIVE (PFI) AND 
SIMILAR CONTRACTS 

PFI and similar contracts are agreements 
to receive services, where the responsibility 
for making available the property, plant and 
equipment needed to provide the services passes 
to the PFI contractor. As the Council is deemed 
to control the services that are provided under its 
PFI schemes, and as ownership of the property, 
plant and equipment will pass to the Council at 
the end of the contracts for no additional charge, 
the Council carries the assets used under the 
contracts on its Balance Sheet as part of property, 
plant and equipment. 

•	 The original recognition of these assets at 
fair value (based on the cost to purchase the 
property, plant and equipment) was balanced 
by the recognition of a liability for amounts due 
to the scheme operator to pay for the capital 
investment. 

•	 Non current assets recognised on the Balance 
Sheet are revalued and depreciated in the 
same way as property, plant and equipment 
owned by the Council.

The amounts payable to the PFI operators each 
year are analysed into five elements:

a).	 fair value of the services received during 
the year - debited to the relevant service in 
the Comprehensive Income and Expenditure 
Statement 

b).	 finance cost - an interest charge on the 
outstanding Balance Sheet liability, debited 
to the Financing and Investment Income 
and Expenditure line in the Comprehensive 
Income and Expenditure Statement 

c).	 payment towards liability - applied to write 
down the Balance Sheet liability towards the 
PFI operator (the profile of write downs is 
calculated using the same principles as for  
a finance lease) 

d).	 lifecycle replacement costs - proportion 
of the amounts payable is posted to the 
Balance Sheet as a prepayment and then 
recognised as additions to Property, plant 
and equipment when the relevant works are 
eventually carried out. 

Private Finance Initiative (PFI)

The PFI contract is linked to inflation (Retail Price 
Index). As per IFRS 16 there is a requirement to 
remeasure liabilities when the payments change 

and the lease liability (the Net Present Value of 
future payments) has been recalculated based on 
the revised level of unitary charge payment. The 
balance sheet asset will be revalued back to the 
fair value of the asset resulting in an accounting 
loss which will be reversed out of the Movement 
in Reserves Statement.

PROVISIONS, CONTINGENT LIABILITIES
AND CONTINGENT ASSETS 

Provisions
Provisions are made where an event has taken 
place that gives the Council a legal or constructive 
obligation that probably requires settlement 
by a transfer of economic benefits or service 
potential, and a reliable estimate can be made of 
the amount of the obligation. For instance, the 
Council may be involved in a court case that could 
eventually result in the making of a settlement or 
the payment of compensation. 

Provisions are charged as an expense to the 
appropriate service line in the Comprehensive 
Income and Expenditure Statement in the year 
that the Council becomes aware of the obligation, 
and are measured at the best estimate at the 
balance sheet date of the expenditure required to 
settle the obligation, taking into account relevant 
risks and uncertainties.

When payments are eventually made, they are 
charged to the provision carried in the Balance 
Sheet. Estimated settlements are reviewed at the 
end of each financial year - where it becomes less 
than probable that a transfer of economic benefits 
will now be required (or a lower settlement than 
anticipated is made), the provision is reversed and 
credited back to the relevant service.

Contingent Liabilities & Contingent Assets

A contingent liability arises where an event has 
taken place that gives the Council a possible 
obligation whose existence will only be confirmed 
by the occurrence or otherwise of uncertain 
future events not wholly within the control of the 
Council. A contingent asset arises where an event 
has taken place that gives the Council a possible 
asset whose existence will only be confirmed by 
the occurrence or otherwise of uncertain future 
events not wholly within the control of the Council. 
Contingent liabilities and contingent assets are 
not recognised in the Balance Sheet but disclosed 
in a note to the accounts. 
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RESERVES

The Council sets aside specific amounts 
as reserves for future policy purposes or to 
cover contingencies. Reserves are created by 
appropriating amounts out of the General Fund 
Balance.

When expenditure to be financed from a reserve is 
incurred, it is charged to the appropriate service in 
that year to score against the (Surplus) or Deficit 
on the Provision of Services in the Comprehensive 
Income and Expenditure Statement. 

The reserve is then appropriated back into 
the General Fund Balance in the Movement in 
Reserves Statement so that there is no net charge 
against council tax for the expenditure.  
Certain reserves are kept to manage the 
accounting processes for non current assets, 
financial instruments, retirement and employee 
benefits and do not represent usable resources 
for the Council - these reserves are explained in 
the relevant policies. 

REVENUE EXPENDITURE FUNDED FROM
CAPITAL UNDER STATUTE 

Expenditure incurred during the year that may be 
capitalised under statutory provisions but that 
does not result in the creation of a non current 
asset has been charged as expenditure to the 
relevant service in the Comprehensive Income 
and Expenditure Statement in the year. Where the 
Council has determined to meet the cost of this 
expenditure from existing capital resources or by 
borrowing, a transfer in the Movement in Reserves 
Statement from the General Fund Balance to the 
Capital Adjustment Account then reverses out the 
amounts charged so that there is no impact on 
the level of council tax.

VAT

VAT on income and expenditure is included only 
to the extent that it is not recoverable from HM 
Revenue and Customs.

SCHOOLS

The Code of Practice on Local Authority 
Accounting in the United Kingdom 2025/26, 
confirms that the balance of control for local 
authority maintained schools (i.e. those 
categories of school identified in the School 
Standards and Framework Act 1998, as amended) 
lies with the local authority.  

The Code also stipulates that those schools’ 
assets, liabilities, reserves and cash flows 
are recognised in the local authority financial 
statements. Therefore schools transactions, cash 
flows and balances are recognised in each of the 
financial statements of the Council as if they were 
the transactions, cash flows and balances of the 
Council.

FAIR VALUE MEASUREMENT

The Council measures some of its non-financial 
assets, such as surplus assets and investment 
properties, and some of its financial instruments 
at fair value at each reporting date. Fair value is 
the price that would be received to sell an asset or 
paid to transfer a liability in an orderly transaction 
between market participants at the measurement 
date. The fair value measurement assumes that 
the transaction to sell the asset or transfer the 
liability takes place either:
•	 In the principal market for the asset or liability, 

or
•	 In the absence of a principal market, in the most 

advantageous market for the asset or liability.

The Council measures the fair value of an 
asset or liability on the same basis that market 
participants would use when pricing the asset or 
liability (assuming those market participants were 
acting in their economic best interest).

When measuring the fair value of a non-financial 
asset, the Council takes into account a market 
participant’s ability to generate economic benefits 
by using the asset in its highest and best use or 
by selling it to another market participant that 
would use the asset in its highest and best use.

The Council uses appropriate valuation 
techniques for each circumstance, maximising 
the use of relevant known data and minimising 
the use of estimates or unknowns. this takes into 
account the three levels of categories for inputs to 
valuations for fair value assets:
•	 Level 1 - quoted prices

•	 Level 2 - inputs other than quoted prices 
included within Level 1 that are observable for 
the asset or liability, either directly or indirectly.

•	 Level 3 - unobservable inputs for the asset or 
liability.
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GOING CONCERN

The concept of a going concern assumes that an 
authority’s functions and services will continue 
in operational existence for the foreseeable 
future. The provisions in the Code in respect of 
going concern reporting requirements reflect 
the economic and statutory environment in 
which local authorities operate. As an authority 
cannot be created or dissolved without statutory 
prescription, therefore the authority has prepared 
the financial statements on a going concern basis 
of accounting.

REVENUE RECOGNITION

Revenue is defined as income arising as a result 
of the Council’s normal operating activities 
and where income arises from contracts with 
service recipients it is recognised when or as the 
Council has satisfied a performance obligation 
by transferring a promised good or service to the 
service recipient. Revenue is measured as the 
amount of the transaction price which is allocated 
to that performance obligation. Where the Council 
is acting as an agent of another organisation 
the amounts collected for that organisation are 
excluded from revenue.
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2025-26 2024-25

Council
Tax

Business
Rates

Total Council
Tax

Business
Rates

Total

£000 £000 £000 £000 £000 £000

Income

Income from Council Tax payers (152,261) (152,261) (141,909) (141,909)

Contribution from General Fund (113) (113) (52) (52)

Income from business ratepayers (88,285) (88,285) (87,442) (87,442)

Total Income (152,374) (88,285) (240,659) (141,961) (87,442) (229,403)

Expenditure

Precepts, demands and shares:

Central Government 45,678 45,678 42,781 42,781 

Stockton-on-Tees Borough Council 125,612 45,217 170,829 116,878 41,925 158,803 

Police & Crime Commissioner for 
Cleveland 19,407 19,407 18,115 18,115 

Cleveland Fire Authority 5,769 914 6,683 5,336 856 6,192 

150,788 91,809 242,597 140,329 85,562 225,891 

Apportionment of Previous Year Estimated Surplus/Deficit

Central Government 965 965 2,912 2,912 

Stockton-on-Tees Borough Council - 945 945 5,074 2,853 7,927 

Police & Crime Commissioner for 
Cleveland - - 790 790 

Cleveland Fire Authority - 19 19 236 58 294 

- 1,929 1,929 6,100 5,823 11,923 

Charges to Collection Fund

Write off of uncollectable amounts 3,126 884 4,010 1,577 274 1,851 

Change in Bad Debt Provision (3,293) (359) (3,652) (818) 580 (238)

Change in Provision for Appeals (1,592) (1,592) (2,251) (2,251)

Interest Payments Appeals & Refunds 306 306 137 137 

Cost of Collection 231 231 231 231 

(167) (530) (697) 759 (1,029) (270)

Surplus (-) / Deficit arising during the 
year (1,753) 4,923 3,170 5,227 2,914 8,141 

Balance at 1st April (4) (3,171) (3,175) (5,231) (6,085) (11,316)

Balance at 31st March (1,757) 1,752 (5) (4) (3,171) (3,175)

Collection Fund Statement for the year ended 31 March 2026

The Collection Fund (England) is an agent’s statement that reflects the statutory obligation for billing 
authorities to maintain a separate Collection Fund. The statement shows the transactions of the billing 
authority in relation to the collection from taxpayers and distribution to local authorities and  
the Government of council tax and non domestic rates.
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Council Tax Base 2025-26 2024-25

Number in
Category

Band D
Equivalent

Number in
Category

Band D
Equivalent

Property Category and Council Tax Banding No. No. No. No.

A - up to £40,000 34,908 15,446.6 34,918 14,938.8 

B - £40,001 to £52,000 17,499 10,668.3 17,366 10,466.3 

C - £52,001 to £68,000 16,838 12,814.4 16,581 12,505.6 

D - £68,001 to £88,000 10,377 9,269.5 10,237 9,141.6 

E - £88,001 to £120,000 6,399 7,226.8 6,309 7,116.8 

F - £120,001 to £160,000 2,977 4,053.7 2,902 3,938.0 

G - £160,001 to £320,000 1,586 2,492.1 1,544 2,414.0 

H - over £320,000 129 195.5 125 183.5 

Gross Tax Base 62,166.9 60,704.6 

Non Collection 1.75% (1,087.9) 1.75% (1,062.3)

Council Tax Base 61,079.0 59,642.3 

National Non Domestic (Business) Rates 
Gross Rateable Value

2025-26 2024-25

£ £

Value at the year end 234,972,158 205,693,469

National Non Domestic (Business) Rates 
Multiplier

2025-26 2024-25

pence pence

Standard Multiplier for the year 55.5p 54.6p

Small Business Multiplier for the year 49.9p 49.9p

Note 1: Council Tax Base

Note 2: National Non Domestic (Business) Rates Gross Rateable Value

Note 3: National Non Domestic (Business) Rates Multiplier
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Capital Schemes Reserves
Stockton Town Centre Regeneration

This incorporates the balance of funds being used 
by the Council to contribute to the Stockton Town 
Centre Regeneration project.

Approved Capital Schemes

To be used to assist the funding of capital 
expenditure in future years.

Fleet Renewals Fund

A reserve formed to cover the replacement of the 
Council’s vehicle fleet.

Revenue Reserves
Insurance Fund

The fund covers the insurance policy ‘excess’ on 
liability, motor and property claims. The ‘excess’ 
on liability covers any public, employers, officials 
and professional indemnity and libel and slander 
liability claims. A property ‘excess’ covers claims 
relating to property. The excess on motors covers 
claims relating to vehicles.

Commuted Lump Sums

These lump sums were received to help cover 
future maintenance costs of bridges, play areas 
and open spaces, for which the Council has 
become responsible following developments.

Pooled Funds and Interest Rate Risk

To offset the risk of increased interest rate costs 
to the authority in the high interest environment 
and to mitigate any reduction in the value of the 
authority’s long term pooled fund investment.

ICT Infrastructure

Reserve to develop workflow technologies and 
flexible working arrangements, as detailed within 
the Council’s ICT Strategy

Government Grants Income In Advance

Reserve holding grants received by the Council 
whose conditions may require repayment if 
the grant conditions are not met. This is an 
International Financial Reporting Standard 
requirement.

Transformation & Implementation Reserve

Reserve to support the Council as it responds 
to current and future budget pressures. It will 
fund items such as redundancy costs and the 
transformation agenda.

MTFP Transition Reserve

A reserve created to assist in dealing with  
budget pressures that will arise over the life of  
the Medium Term Financial Plan. 

ARCC Probation Service

Funds set aside to support the Tees Valley-wide 
Probation Service partnership. These funds were 
fully repaid during 2024/25.

Health and Integration

Includes the ring-fenced Public Health reserve 
and funds retained for future use on initiatives to 
support the Better Care Fund objectives and other 
health and social care projects.

NNDR S31 Grant 

This was an upfront payment of compensation 
for the cost of reliefs which were given to local 
authorities via a Section 31 Grant in 2021/22. Due 
to Collection Fund accounting rules, the additional 
costs of reliefs resulted in a Collection Fund 
deficit in 2021/22. Therefore, the upfront payment 
received in 2021/22 was set aside in reserves at 
year end to offset this deficit. These funds were 
fully utilised in 2024/25.

MTFP Resilience Reserve

A reserve created to assist in dealing with in year 
budget pressures. 

Covid Recovery Funds

Funding for various schemes to support the 
Council in its Covid recovery. These funds were 
fully utilised in 2024/25.

Earmarked Reserves	 Appendix A
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Other Revenue Reserves
Xentrall

Stockton Borough Council’s share of any surplus 
generated from the Xentrall partnership with 
Darlington Borough Council.

Learning & Skills Surplus

Learning & Skills offers apprenticeships, E2E 
training programmes and adult education 
courses across the borough. A specific reserve 
has been created to ringfence funding for future 
developments and restructuring as funding for 
these projects is not guaranteed to remain at the 
same levels.

Community Participation

Councillors specific funding to be utilised on 
specific schemes within their wards over a 
number of years

Stockton Hotel Fixtures Fittings & Equipment 
Reserve

Funding set from the profits of the Hotel to fund 
replacements associated with fixtures fittings and 
equipment.

Miscellaneous

Various small time limited reserves which will be 
utilised in future years.

Schools Related Reserves 
Balances held by schools under a scheme of 
delegation

Balances retained by individual schools from their 
delegated budget.

Dedicated Schools Grant (10% Unfunded)

DSG surpluses were fully utilised during the 
2024/25 financial year to offset the growing 
deficit on this ringfenced account. The Council is 
currently carrying a deficit against its Dedicated 
School Grant. The total deficit as at the 31st 
March 2026 was £17.135m. As part of the 
Government’s finance settlement they have 
agreed to fund 90% of this deficit if certain 
conditions are met, this is estimated to be 
£15.422m. 

The remaining 10% is a future cost to the councils 
general fund and this reserve has been created to 
offset this charge.
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Glossary of Terms	 Appendix B

Accruals

The concept that income is accounted for when 
it is earned and expenditure when it is incurred, 
rather than when the money is received or paid.

Amortised cost 

A term that applies to Intangible Assets and 
Capital Grants. It is an accounting adjustment that 
spreads the cost of an asset over its useful life.

Asset

Any object tangible or intangible, that is of value 
to its owner. Tangible assets include land and 
buildings, plant and machinery, fixtures, and 
fittings & stock. Intangible assets include goodwill, 
patents, licences, copyrights, and trademarks.

Billing Authority

The local authority responsible for administering 
the collection fund. In shire areas the District 
Council is the billing authority.

Capital Charge

A charge to service revenue accounts to reflect 
the cost of non current assets used in the 
provision of a service.

Capital Expenditure

Expenditure on the acquisition of a non current 
asset or expenditure designed to extend its useful 
life.

Capital Financing

The method of financing capital expenditure 
being, capital receipts, the Major Repairs Reserve, 
government grants and revenue contributions. 

Capital Receipts

Monies received from the sale of assets, which 
may be used to finance new capital expenditure or 
to repay outstanding loan debt as laid down within 
rules set by Central Government.

Cash Equivalents

Cash equivalents are short-term, highly liquid 
investments that are readily convertible to known 
amounts of cash and which are subject to an 
insignificant risk of change in value.

Chartered Institute of Public Finance and 
Accountancy (CIPFA)

CIPFA is the main professional body for 
accountants working in the public service. It 
draws up the Accounting Code of Practices and 
issues professional guidance that is used to 
compile these accounts.

Collection Fund

The Collection Fund is a separate account kept by 
every billing authority into which Council Tax and 
Business Rates are paid.

Community Assets

Assets that the Council intends to hold in 
perpetuity, that have no determinable useful life 
and that may have restrictions on their disposal. 
Examples of community assets are parks and 
historic buildings.

Consistency

The concept that the accounting treatment of like 
items within an accounting period and from one 
period to the next is the same.

Contingency

A condition which exists at the balance sheet 
date, where the outcome will be confirmed only on 
the occurrence or non occurrence of one or more 
uncertain future events.

Creditors

Amounts owed by the Council for goods and 
services provided for which payment has not been 
made at the end of the financial year.

Debtors

Sums of money due to the Council but not 
received at the end of the financial year. 

Deferred Capital Receipts 

This represents capital income still to be received. 
These transactions arise when fixed assets are 
sold and the amounts owed by the purchasers 
are repaid over a number of years. The balance is 
reduced by the amount repayable in any financial 
year.
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Depreciated Replacement Cost (DRC)

A method of valuation that provides a proxy for the 
market value of specialist assets.

Depreciation

The measure of the wearing out, consumption or 
other reduction in the useful economic life of a non 
current asset, whether arising from use, effluxion 
of time or obsolescence through technological or 
other changes

Derecognition

Where financial assets and liabilities are removed 
from the Balance Sheet once performance 
under the contract is complete or the contract is 
terminated.

Earmarked General Fund Reserves 

These are amounts set aside for a specific purpose 
or a particular service, to meet future liabilities, for 
which it is not appropriate to establish provisions.

Effective interest method

This is a method of calculating the amortised 
cost of a financial asset or financial liability, and of 
allocating the interest income or interest expense 
over the relevant period. The effective interest rate 
in a financial instrument is the rate that exactly 
discounts the cash flows associated with the 
instrument to the net carrying amount at initial 
recognition.

Exceptional Items

Material items which derive from events or 
transactions that fall within the ordinary activities 
of the Council and which need to be disclosed 
separately by virtue of their size or incidence to give 
fair presentation of the accounts.

Extraordinary Items

Material items, possessing a high degree 
of abnormality, which derive from events or 
transactions that fall outside the ordinary activities 
of the Council and which are not expected to recur. 
They do not include exceptional items, nor do they 
include prior period items, merely because they 
relate to a prior period. 

Fair Value

The fair value of an asset is the price at which it 
could be exchanged in an arm’s length transaction, 
less, where applicable, any grants receivable 
towards the purchase or use of the asset.

Finance Lease

A lease that transfers substantially all the risks 
and rewards of ownership of a non current asset 
to the lessee. Such a transfer of risks and rewards 
may be presumed to occur if at the inception of 
the lease the present value of the minimum lease 
payments, including any initial payment, amounts 
to substantially all of the fair value of the leased 
asset.

Going Concern

The concept that the Council will remain in 
operational existence for the foreseeable future, in 
particular that the revenue accounts and balance 
sheet assume no intention to curtail significantly 
the scale of operations.

Government Grants

Assistance by government and inter-government 
agencies and similar bodies, whether local, national 
or international, in the form of cash or transfers 
of assets to an Council in return for past or future 
compliance with certain conditions relating to the 
activities of the Council.

Heritage Assets

Heritage assets are held in support of the 
primary objective of increasing the knowledge, 
understanding and appreciation of the Council’s 
history and local area. They include items such as 
works of art, museum collections and civic regalia.

Impairment

A reduction in the value of assets below its value 
brought forward in the Balance Sheet. Examples 
of factors which may cause such a reduction in 
value include general price decreases, a significant 
decline in a non-current asset’s market value and 
evidence of obsolescence or physical damage to 
the asset.

Infrastructure Assets

Non current assets that are inalienable, expenditure 
on which is recoverable only by continued use 
of the asset created. Examples of infrastructure 
assets are highways and footpaths.
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Inventories

Comprise the value of items held in the following 
categories:

a).	 goods or other assets purchased for resale;

b).	 consumable stores;

c).	 raw materials and components purchased 
for incorporation into products for sale;

d).	 products and services in intermediate stages 
of completion;

e).	 long term contract balances; and

f).	 finished goods.

Investments

A long term investment is an investment that is 
being held for use on a continuing basis in the 
activities of the Council. Investments should 
be so classified only where an intention to hold 
the investment for the long term can clearly be 
demonstrated or where there are restrictions as to 
the investor’s ability to dispose of the investment. 
Investments which do not meet the above criteria 
are classified as current assets.

Liabilities

These are amounts due to individuals or 
organisations which will have to be paid at some 
time in the future. Current liabilities are usually 
payable within one year of the Balance Sheet date

Investment Properties

Investment property is property (land or a 
building) held solely to earn rentals or for capital 
appreciation.

Long Term Contracts

A contract entered into for the design, 
manufacture or construction of a substantial 
asset or the provision of a service (or a 
combination of assets or services which together 
constitute a single project), where the time taken 
to substantially complete the contract is such that 
the contract activity falls into different accounting 
periods. Some contracts with a shorter duration 
than one year should be accounted for as long 
term contracts, if they are sufficiently material to 
the activity of the period.

Minimum Revenue Provision (MRP)

MRP is the minimum amount which must be 
charged to an Authority’s revenue account each 
year and set aside as provision for credit liabilities, 
as required by the Local Government and Housing 
Act 1989.

Net Book Value

The amount at which non current assets are 
included in the balance sheet i.e. the historical 
cost or current value, less the cumulative 
amounts provided for depreciation.

Net Current Replacement Cost

The cost of replacing or recreating the particular 
asset in its existing condition and in its existing 
use i.e. the costs of its replacement or of the 
nearest equivalent asset, adjusted to reflect the 
current condition of the existing asset.

Net Realisable Value

The open market value of the asset in its existing 
use (or open market value in the case of a non 
operational asset), less any expenses incurred in 
realising the asset.

Non Current Assets

Tangible assets that yield benefits to the Council 
and the services it provides for a period of more 
than one year.

Non Operational Assets

Non current assets held by a council but not 
directly occupied, used or consumed in the 
delivery of services. Examples of non-operational 
assets are investment properties and assets 
that are surplus to requirements, pending sale or 
redevelopment.

Operating Lease

A lease other than a finance lease.

Operational Assets

Non current assets held and occupied, used or 
consumed by the Council in the direct delivery of 
those services for which it has either a statutory 
or discretionary responsibility.

Private Finance Initiative (PFI)

An agreement with the private sector to design, 
build and operate facilities specified by an 
authority in return for an annual payment.
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Post Balance Sheet Events

Those events, both favourable and unfavourable, 
which occur between the balance sheet date and 
the date on which the Statement of Accounts is 
signed by the responsible financial officer.

Precept

The amount collected by the Council on behalf 
of other bodies. For 2025/26 the major precepts 
were payable in relation to the Police & Crime 
Commissioner for Cleveland and Cleveland Fire.

Prior Year Adjustments

Those material adjustments applicable to prior 
years, arising from changes in accounting policies 
or from the correction of fundamental errors. 
They do not include normal recurring corrections 
or adjustments of accounting estimates in prior 
years.

Prudence

The concept that revenue is not anticipated, but 
is recognised only when realised, in the form 
either of cash or of other assets, the ultimate 
cash realisation of which can be assessed with 
reasonable certainty.

Subsidiary

A subsidiary is an entity, including an 
unincorporated entity such as a partnership, 
which is controlled by the Council.

Usable Reserves

Amounts set aside to meet future costs, subject 
to the need to maintain a prudent level of reserves 
and any statutory limitations on their use.

Unusable Reserves

Reserves that are not available to spend; this 
category of reserves includes reserves that hold 
unrealised gains and losses and reserves that 
hold timing differences shown in the Movement 
in Reserves Statement line “Adjustments between 
accounting basis and funding basis under 
regulations”.

Useful Life

The period over which the Council will derive 
benefits from the use of a non current asset.
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Audit Strategy Memorandum
Stockton-on-Tees Borough Council– Year ending 31 March 2026
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I am pleased to present our Audit Strategy Memorandum (“ASM”) for Stockton-on-Tees Borough 

Council the year ending 31 March 2026.  This document will be presented at the Audit and 

Governance Committee meeting on 29th June 2026. If you would like to discuss any matters in more 

detail, please contact me on 07881 283 527. 

This report provides an overview of the planned scope and timing of our audit, including the 

significant and enhanced audit risks we have identified. In addition, as it is a fundamental 

requirement that we are, and are seen to be, independent of the Council this report also summarises 

our considerations and conclusions on our independence. 

Two-way communication with you is key to a successful audit and is important in:

• Reaching a mutual understanding of the scope of our audit and our respective responsibilities,

• Sharing information to assist each of us with fulfilling our respective responsibilities,

• Providing you with constructive observations arising during our audit, and

• Ensuring that we gain an understanding of your attitude and views in respect of the risks facing 

the Councill which may affect our audit, including the likelihood of those risks materialising and 

how they are monitored and managed.

This report, which we have prepared following our initial planning discussions with management, 

facilitates a discussion with you on our audit approach. We welcome any questions, concerns, or 

input you may have on our approach. 

Providing a high-quality service is extremely important to us and we strive to provide technical 

excellence with the highest level of service quality, together with continuous improvement to exceed 

your expectations.

During the meeting, we would be grateful for your views/ knowledge on the following specific matters:

• Whether you have identified any other risks (business, laws & regulation, fraud, going concern, 

etc.) that may result in material misstatements in the financial statements.

• If you are aware of any significant communications between the Council and its regulators.

• If there are any matters that you consider warrant particular attention during our audit and/ or any 

areas where you would like additional procedures to be undertaken.

Subject to our prior written agreement or as required by any applicable law or regulation, this report 

is considered confidential and is intended solely for the Audit and Governance Committee and should 

not be disclosed to any other party, used or quoted for any other purpose.

Yours faithfully,

{{_es_:signer1:signature }}

James Colins

Forvis Mazars LLP

2

Audit and Governance Committee

Stockton-on-Tees Borough Council

Dunedin House

Columbia Drive

Thornaby

TSD17 6BJ

19/06/2026

Forvis Mazars LLP – The Corner, Bank Chambers, 26 Mosley Street, Newcastle Upon Tyne. NE1 1DF  Tel: 0191 383 6300 www.forvismazars.com/uk

Forvis Mazars LLP is the UK firm of Forvis Mazars Global, a leading global professional services network. Forvis Mazars LLP is a limited liability partnership registered in England and Wales with registered number OC308299 and with its registered office at 30 Old Bailey, London, EC4M 

7AU. Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales. Details about our audit registration can be viewed at www.auditregister.org.uk under reference number C001139861. VAT number: GB 839 8356 73

James Collins (Jun 19, 2026 11:05:46 GMT+1)
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Your audit team

James Collins

Director and Engagement Lead

James.Collins@mazars.co.uk

07881 283 527 

Nora Natova

Engagement Manager

Nora.Natova@mazars.co.uk

0191 383 6359

David Hurworth 

Assistant Manager and Team Lead

David.Hurworth@mazars.co.uk

0191 383 6300

In previous years, there was an Engagement Quality Review (EQR) appointed for the audit. We are awaiting confirmation to confirm if an EQR will be appointed for 

2025-26.
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Audit scope, approach, and timeline

Planning and risk assessment

April/ June 2026

• Planning our visit and developing our 
understanding of the entity

• Documenting systems and control and 
performing walkthroughs

• Risk identification and assessment

• Considering proposed accounting policies 
and accounting treatments

• Developing our audit strategy and 
planning the audit work to be performed

• Agreeing timetable and deadlines

• Preliminary analytical review

• Determination of materiality

• Undertake planning work for our Value for 
Money (VFM) responsibilities 

• Assessing the appropriateness of the 
Council’s judgement for producing single 
entity, rather than group accounts. *

Fieldwork

July-October 2026

• Reassessment of our audit strategy (and 
revising if necessary)

• Executing our strategy, starting with 
significant risks and other higher-risk 
areas

• IT general controls testing

• Receiving and reviewing the draft financial 
statements

• Collate evidence to support our VFM 
work, including obtaining key documents 
and confirming our understanding of 
arrangements in place, including 
consideration of whether a significant 
weakness in arrangements exists, 
including participation in the firm’s 
Consistency Panel process

Communication

October/ November 2026

• Communicating progress and any issues 
arising

• Clearance meeting(s)

• Communication of identified significant 
weaknesses as appropriate throughout 
the audit

Completion

December/ January 2027**

• Final review of financial statements, and 
disclosure checklist

• Final director review

• Agreeing the content of the letter of 
representation

• Preparing our auditor’s report, including 
our VFM exception reporting

• Reporting to the Audit and Governance 
Committee

• Subsequent events procedures

• Signing our auditor’s report

5

*The Council has communicated its intention for producing single entity accounts and set out their assessment against the relevant accounting framework. We are in the process of reviewing this and will determine the impact, if 

any, on our overall audit approach. Where necessary we will communicate to the Audit Committee any changes to our planned approach through an audit progress report.

* *Dependent on the expected timing for the receipt of Pension Fund auditor assurance.
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Audit risks and other significant matters

6

Significant risks

Risk Description Our planned response

Management override of 

controls

Management at various levels within an organisation are in a unique position to 

perpetrate fraud because of their ability to manipulate accounting records and 

prepare fraudulent financial statements by overriding controls that otherwise appear 

to be operating effectively.

Due to the unpredictable way in which such override could occur, we are required by 

auditing standards to identify a significant risk of management override of controls on 

our audit.  

In line with our methodology, we plan to address the management override of 

controls risk through performing audit work over:

• accounting estimates;

• journal entries; and 

• significant transactions outside the normal course of business or otherwise 

unusual. 

In this section, we have set out the significant and enhanced audit risks we have identified and our planned response. If we identify additional risks or change our risk assessment during our audit, we will

report this to you. Refer to Appendix A for definitions. We have also set out in this section of the report any other significant matters that we consider should be brought to your attention.
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Audit risks and other significant matters

7

Significant risks

Risk Description Our planned response

Valuation of Land and 

Buildings

The financial statements include material Balance Sheet amounts and disclosures 

relating to the Council’s land and buildings. The valuation of these assets involves 

significant judgement, estimation uncertainty and the use of assumptions, including 

market conditions and valuation methodology.

The Code has been amended in 2025/26 and now requires other land and buildings 

to be valued once every 5 years with annual indexation applied to assets during the 

intervening years. CIPFA have not prescribed the index to be applied, and the 

Council will apply judgement in relation to the appropriate indices to use based on 

the asset type. 

To address this risk we will: 

• liaise with management to update our understanding on the approach taken by 

the Council in its valuation of land and buildings.

For assets that have been revalued in year as part of the rolling programme, we will: 

• assess the scope of terms of engagement of the valuer: 

• assess the competence, skills and objectivity of the valuer; 

• for a sample of valuations, we will:

• Test the accuracy of the data used in the valuation;

• Challenge the assumptions applied by the valuer and the Council; and 

• Review the appropriateness of the valuation method used. 

For assets that have been indexed in the year we will: 

• gain an understanding of the approach taken by the Council; 

• assess the relevance of the indices used; 

• Consider the reasonableness of the indices used by comparing to available 

market data, where appropriate; and

• test a sample of assets to ensure indexation has been applied appropriately. 

We will also ensure all required disclosures are reflected in the accounts and 

relevant notes.

In this section, we have set out the significant and enhanced audit risks we have identified and our planned response. If we identify additional risks or change our risk assessment during our audit, we will

report this to you. Refer to Appendix A for definitions. We have also set out in this section of the report any other significant matters that we consider should be brought to your attention.
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Audit risks and other significant matters

8

Significant risks

Risk Description Our planned response

Valuation of Investment 

Property 

The financial statements include material Balance Sheet amounts and disclosures 

relating to the Council’s investment property. The valuation of these assets involves 

significant judgement, estimation uncertainty and the use of assumptions, including 

market conditions and valuation methodology.

The Council obtains a specialist valuation of its largest investment, the Hampton by 

Hilton Hotel. The scope of our valuations work will therefore also include the hotel 

valuation which is the largest balance within investment property.

To address this risk we will: 

• liaise with management to update our understanding on the approach taken by 

the Council in its valuation of investment property;

• assess the scope of terms of engagement of the valuer: 

• assess the competence, skills and objectivity of the valuer; 

• for a sample of valuations, we will:

• Test the accuracy of the data used in the valuation 

• Challenge the assumptions applied by the valuer and the Council; and 

• Review the appropriateness of the valuation method used. 

• ensure all required disclosures are reflected in the accounts and relevant notes.

In this section, we have set out the significant and enhanced audit risks we have identified and our planned response. If we identify additional risks or change our risk assessment during our audit, we will

report this to you. Refer to Appendix A for definitions. We have also set out in this section of the report any other significant matters that we consider should be brought to your attention.
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Audit risks and other significant matters

9

Significant risks

Risk Description Our planned response

Local Government 

Pension Scheme – Net 

Defined Benefit Valuation

The financial statements contain material pension entries in respect of retirement 

benefits. The calculation of these pension figures, both assets and liabilities, can be 

subject to significant volatility and includes estimates based upon a complex 

interaction of actuarial assumptions. This results in an increased risk of material 

misstatement in respect of valuation.

In relation to the valuation of the Council’s pension fund asset and liability, we will:

•Critically assess the competency, objectivity and independence of the Council’s 

Actuary, Hymans Robertson;

•Liaise with the auditors of the Teesside Pension Fund to obtain confirmation that the 

controls are designed and implemented appropriately. This will include the processes 

and controls in place to ensure data provided to the Actuary by the Pension Fund for 

the purposes of the IAS19 valuation is complete and accurate;

•review a summary of the work performed by the Pension Fund auditor on the 

Pension Fund investment assets and evaluating whether the outcome of their work 

would affect our consideration of the Council’s share of Pension Fund assets;

•Review the appropriateness of the Pension valuation methodologies applied by the 

Pension Fund Actuaries, and the key assumptions included within the valuation. This 

will include comparing them to expected ranges, utilising information provided by the 

consulting actuary engaged by the National Audit Office;

•Agree the data in the IAS 19 valuation reports provided by the Funds’ Actuaries for 

accounting purposes to the pension accounting entries and disclosures in the 

Council’s financial statements;

• Where applicable, ensure the asset ceiling treatment is correctly accounted for in 

line with the CIPFA code, IAS 19 and IFRC 14; and

•Ensure all required disclosures are reflected in the accounts and relevant notes, in 

particular any changes in disclosures relating to the asset ceiling.

In this section, we have set out the significant and enhanced audit risks we have identified and our planned response. If we identify additional risks or change our risk assessment during our audit, we will

report this to you. Refer to Appendix A for definitions. We have also set out in this section of the report any other significant matters that we consider should be brought to your attention.
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Materiality

10

We consider gross expenditure of the Council to be the key focus of the users of the financial 

statements. We have therefore determined our initial materiality levels using gross expenditure as the 

benchmark.

We expect to set financial statement materiality as 2% of gross expenditure. 

Based on currently available information from the 2024-25 published statement of accounts we 

anticipate setting our financial statement materiality and performance materiality at the levels set out 

in the table adjacent. 

We will continue to monitor materiality throughout our audit to ensure it is set at an appropriate level.

We will accumulate misstatements identified during our audit that are above the reporting threshold 

set out in the table adjacent, i.e., any misstatements that we identify that are above the reporting 

threshold will be reported to you and management. Any misstatements that we identify that are below 

that amount would not need to be reported because we expect that the accumulation of such 

amounts would not have a material effect on the financial statements. If you have any queries about 

our reporting threshold, please raise these with me.

Each misstatement above our reporting threshold that we identify will be classified as adjusted 

(corrected by management), or unadjusted (not corrected by management). We will report all 

misstatements above the reporting threshold to management and request that they are corrected. If 

they are not corrected, we will report each misstatement to you as unadjusted misstatements and, if 

they remain uncorrected, we will communicate the effect that they may have individually, or in 

aggregate, on the financial statements and our audit opinion

Misstatements also cover qualitative misstatements and quantitative and qualitative misstatements 

and omissions relating to the notes of the financial statements.

We also consider whether there are any financial statement areas or disclosures where a 

misstatement of an amount lower than overall materiality could reasonably be expected to influence 

the economic decisions of users of the financial statements.  Our assessment of the financial 

statements and/or disclosures to which this applies and the specific materiality level we have set is 

included in the table below. 

2025-26*

£’000s

2024-25

£’000s

Overall materiality £12,098 £12,098

Performance materiality £9,073 £9,073

Clearly trivial £363 £363

Specific materiality: senior 

manager remuneration
25% of total remuneration 

Specific materiality: 

termination benefits for senior 

management

£50k

* At the time of drafting this report the 2025/26 materiality is based on the 2024/25 accounts 

figures. These will be updated once the draft 2025/26 statement of accounts has been received.
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Audit fees and other services provided by Forvis Mazars LLP

Our fees (exclusive of VAT) for the audit of the financial statements for the year ending 31 March 

2026, and for any non-audit assurance services or other non-audit services provided by Forvis

Mazars LLP in the period, are outlined in the table adjacent. 

Our fees are designed to reflect the time, professional experience, and expertise required to 

perform our audit. 

The proposed fee reflects the scale fee determined by PSAA and information on how the scale 

fee is set can be found on PSAA’s website.  Where an auditor is required to undertake 

substantially more or less work to deliver their responsibilities a fee variation may be proposed 

which is subject to approval by PSAA.  Examples compiled by PSAA of circumstances that may 

trigger a fee variation are available on the PSAA website.

Any threats to our independence arising from the provision of non-audit services and the 

associated safeguards we have identified and/ or put in place are set out on the in the ‘Our 

independence’ section of this report.

Nature of service 2025-26 proposed fee 2024-25 actual fee

Statutory audit work to 

comply with the NAO Code 

of Audit Practice 

£382,325 £375,805

Additional fees: 

• IFRS 16: Leases:

-Work performed on IFRS 16 

including PFI £8,000

-Additional work performed 

over disclosures £4,000

TBC £12,000

Total audit fees TBC £387,805

Housing Benefits Subsidy 

Assurance
TBC* £15,700

Teachers’ Pensions TBC* £8,500

Total non-audit fees TBC* £24,200

Total fees TBC £412,005

* At the time of drafting this report we have not been engaged to complete assurance work for 

2025/26. 
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We are committed to independence and confirm that we comply with the FRC’s Revised Ethical 

Standard. In addition, we have set out in this section any matters or relationships that we believe 

may have a bearing on our independence or the objectivity of our audit team.

Based on the information provided by you and our own internal procedures to safeguard our 

independence as auditors, we confirm that, in our professional judgement, there are no 

relationships between us and any of our related or subsidiary entities, and you and your 

related entities, that create any unacceptable threats to our independence within the context 

of the regulatory or professional requirements governing us as your auditors.

We have policies and procedures in place that are designed to ensure that we carry out our work 

with integrity, objectivity, and independence. These policies include:

• All partners and staff are required to complete an annual independence declaration and complete 

annual ethics training,

• All new partners and staff are required to complete an independence confirmation,

• Rotation policies covering audit engagement partners and other key members of the audit team, 

and

• Use by managers and partners of our client and engagement acceptance system, which requires 

all non-audit services to be approved in advance by the audit engagement partner.

We confirm, as at the date of this report, that Forvis Mazars LLP, the engagement team and 

others in the firm as appropriate, are independent and comply with relevant ethical and 

independence requirements. However, if at any time you have concerns or questions about 

our integrity, objectivity, or independence, please discuss these with me in the first instance.

Prior to the provision of any non-audit services, I will undertake appropriate procedures to 

consider and fully assess the impact that providing the service may have on our independence 

as auditor.

The table below sets out the principal threats to our independence that we have identified in 

connection with the services we have provided to the Council and the associated safeguards we 

have identified or put in place. 

Issue Perceived threats Safeguards

Assurance work Self review

Self interest

Management 

Advocacy

Familiarity 

Intimidation 

Prior to the provision of any non-audit services, 

I will undertake appropriate procedures to 

consider and fully assess the impact that 

providing the service may have on our 

independence as auditor.

The fees for each of the engagements is neither 

significant to Forvis Mazars LLP nor the 

Council. Safeguards include clear rules set by 

PSAA which limit additional services an external 

auditor can provide. None of the engagements 

require the auditor to make decisions on behalf 

of the Council or being an advocate for the 

Council. As detailed on this page rotation 

policies are in place. 
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Value for money

The framework for Value for money work

We are required to form a view as to whether the Council has made proper arrangements for 

securing economy, efficiency and effectiveness in its use of resources. The NAO issues guidance 

to auditors that underpins the work we are required to carry out in order to form our view and sets 

out the overall criterion and sub-criteria that we are required to consider. 

We undertake our VFM work in accordance with the 2024 Code of Audit Practice (the Code). Our 

responsibility, under the Code, is to be satisfied that the Council has proper arrangements in place, 

and to report in the auditor’s report where we are not satisfied that arrangements are in place. 

Where we have issued a recommendation in relation to a significant weaknesses this indicates we 

are not satisfied that arrangements are in place. Separately we provide a commentary on the 

Council’s arrangements in the Auditor’s Annual Report. 

Specified reporting criteria

The Code requires us to structure our commentary to report under three specified criteria:

1. Financial sustainability – how the Council plans and manages its resources to ensure it can 

continue to deliver its services;

2. Governance – how the Council ensures that it makes informed decisions and properly 

manages its risks; and

3. Improving economy, efficiency and effectiveness – how the Council uses information about 

its costs and performance to improve the way it manages and delivers its services.

Our approach

Our work falls into three primary phases as outlined opposite. We gather sufficient evidence to 

support our commentary on the Council’s arrangements and to identify and report on any 

significant weaknesses in arrangements.  Where significant weaknesses are identified, we are 

required to report these to the Council and make recommendations for improvement. Such 

recommendations can be made at any point during the audit cycle, and we are not expected to wait 

until issuing our overall commentary to do so.

Planning

Obtaining an understanding of the Council’s arrangements for each 

specified reporting criteria.  Relevant information sources will 

include:

• NAO guidance and supporting information

• Information from internal and external sources including 

regulators

• Knowledge from previous audits and other audit work undertaken 

in the year

• Interviews and discussions with staff and members

Additional 

risk- based 

procedures and 

evaluation

Reporting

Where our planning work identifies risks of significant weaknesses, 

we will undertake additional procedures to determine whether there 

is a significant weakness.

We will provide a summary of the work we have undertaken and our 

judgements against each of the specified reporting criteria as part of 

our commentary on arrangements which forms part of the Auditor’s 

Annual Report.  

Our commentary will also highlight:

• Significant weaknesses identified and our recommendations for 

improvement; and

• Emerging issues or other matters that do not represent significant 

weaknesses but still require attention from the Council 
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Identified risks of significant weaknesses in arrangements

The Code of Audit Practice and Auditor Guidance Note 03 issued by the NAO require us to carry out work at the planning stage to understand the Council’s arrangements and to identify risks that significant 

weaknesses in arrangements may exist.  

Although we have not fully completed our planning and risk assessment work, the table below outlines the risks of significant weaknesses in arrangements that we have identified to date. We will report any 

further identified risks to the Audit and Governance Committee on completion of our planning and risk identification work.  

Risk of significant weakness in 

arrangements

Relevant reporting 

criteria
2024/25 recommendations made Planned procedures

1

Financial sustainability - Adult 

and Children’s services

In our 2024/25 Auditor’s Annual 

Report, we raised an “other 

recommendation” highlighting the 

ongoing pressures and the need to  

manage the 2025/26 budget in line 

with the revised MTFP. The 

Council’s Powering Our Future 

Programme has identified significant 

opportunities to deliver services in a 

more efficient manner. The 

Programme now has an ambition to 

deliver up to £9.9m of savings. It is 

critical that the Council deliver these 

savings to avoid further reliance on 

Council reserves. 

Financial sustainability

Whilst the Council understands the reasons for its overspends, any 

arrangements which the Council already has in place will need to ensure 

that further overspends are avoided and further contributions from the 

Council’s reserves are not required.

The Council must ensure it manages future budgets in line with the revised 

Medium Term Financial Plan (MTFP). The Council’s Powering Our Future 

programme has identified significant opportunities to deliver services in a 

more efficient manner and is a critical element of the MTFP. The majority of 

the potential savings are planned to come in from 2025/26 with work 

ongoing to identify further potential savings. The creation of two new SBC 

homes for Children with Mental Health and Behavioural distress is not 

expected to deliver any savings beyond those needed to fund the running 

costs of the homes and associated borrowing. The proposal will provide a 

stable home for children and will lead to better outcomes for children. The 

new fostering model, approved by Cabinet in July 2025, is anticipated to be 

the most critical in addressing cost pressures and will require monitoring. 

Early intervention schemes to manage demand will be essential. 

It is critical that the Council deliver planned transformation projects to 

avoid further reliance on Council reserves which have been decreasing over 

recent years. 

We will consider the final outturn position for 

2025/26 including the achievement of 

savings targets and the Council’s use of 

reserves.

We will follow up on our recommendation 

made in 2024/25 and monitor the Council’s 

progress against actions as part of the 

Powering our Futures Programme with a 

focus on actions taken in this area. This will 

include obtaining evidence to support the 

actions taken by the Council to address the 

overspends and any future budget gaps.

Value for money
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Identified risks of significant weaknesses in arrangements continued

Risk of significant weakness in 

arrangements

Relevant 

reporting 

criteria

2024/25 recommendations made Planned procedures

2

Financial sustainability – Dedicated 

Schools Grant (DSG) deficit 

management planning 

In our 2024/25 Auditor’s Annual Report, 

we raised an “other recommendation” 

regarding the DSG deficit. As at the 31 

March 2025 the Council reported a 

cumulative DSG deficit of £6m which was 

forecasted to reach £35m by 2027/28 

without mitigations. There is currently a 

statutory override in place which requires 

the Council to ‘ring-fence’ the DSG deficit 

from its general fund, which means it does 

not have to consider it when setting a 

balanced budget. Although Government 

has signalled its intention to extend the 

period that the override covers to 31st 

March 2028, without action to address the 

cumulative deficit, at the end of this period 

there is a risk that the Council will be 

unable to set a balanced budget. 

Financial 

sustainability

It is critical that the Council deliver its 

Delivering Better Value (DBV) plan to 

ensure the cumulative deficit is 

reduced at the point the statutory 

override ends in 2028. If successful 

the DBV plan will mitigate the risk of 

the Council being unable to set a 

balanced budget in 2028/29. 

Review the Council’s arrangements for addressing the DSG deficit in light 

of the Government announcement in February 2026 on High Needs 

Stability Grant. 

Review the Council’s delivery of the DBV plan and consider the cumulative 

DSG deficit position of the Council and its forecasted figures until 2027/28 

when the statutory override period comes to an end. 

Value for money
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Audit scope

Our audit approach is designed to provide an audit that complies with all professional requirements. 

Our audit of the financial statements will be conducted in accordance with International Standards 

on Auditing (UK), relevant ethical and professional standards, our own audit methodology, and in 

accordance with the terms of our engagement. Our work is focused on those aspects of your 

business which we consider to have a higher risk of material misstatement, such as those impacted 

by management judgement and estimation, application of new accounting standards, changes of 

accounting policy, changes to operations, or areas found to contain material errors in the past.

Audit approach

Our audit approach is risk-based, and the nature, extent, and timing of our audit procedures are 

driven primarily by the areas of the financial statements we consider to be more susceptible to 

material misstatement. Following our risk assessment where we assess inherent risk factors 

(subjectivity, complexity, uncertainty, change and susceptibility to misstatement due to management 

bias or fraud), we develop our audit strategy and design audit procedures to respond to the risks we 

identify.

If we conclude that appropriately designed controls are in place, we may plan to test and rely on 

those controls. If we decide controls are not appropriately designed, or if we decide that it would be 

more efficient, we may take a wholly substantive approach to our audit testing if, in our professional 

judgement, substantive procedures alone will provide sufficient appropriate audit evidence. 

Substantive procedures are audit procedures designed to detect material misstatements at the 

assertion level and comprise tests of detail (of classes of transaction, account balances, and 

disclosures), and substantive analytical procedures. Irrespective of our assessed risks of material 

misstatement, which takes account of our evaluation of the operating effectiveness of controls, we 

are required by UK auditing standards to design and perform substantive procedures for each 

material class of transaction, account balance, and disclosure.

Our audit has been planned and will be performed to provide reasonable assurance that the 

financial statements are free from material misstatement and give a true and fair view. The concept 

of materiality and how we define a misstatement is explained in the ‘Materiality’ section of this 

report.

Management’s and our experts 

Management makes use of experts in specific areas when preparing the Council’s financial 

statements.  We also use experts to assist us to obtain sufficient appropriate audit evidence on 

specific items of account. 

Audit scope and approach

Item of account Management’s expert Our expert

Pension Fund Net 

Asset

Actuary (Hymans Robertson)

We use the National Audit Office (NAO)’s 

consulting actuary (PWC) to provide us with 

assurance over the assumptions used by the 

Actuary.

Property, plant and 

equipment valuation

Internal valuer from the Council and 

external valuers for specific assets 

where required (District Valuer Service, 

HVS and Knight Frank)

If required, we will engage our in-house 

valuation experts dependent on whether any 

specific valuation issues arise throughout the 

course of the audit.

Investment Property 

(Hampton by Hilton 

Hotel)

HVS

If required, we will engage our in-house 

valuation experts dependent on whether any 

specific valuation issues arise throughout the 

course of the audit.

Financial instrument 

disclosures Arlingclose
Not assessed as being required.
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Audit opinion

We are responsible for forming and expressing an opinion on whether the 

financial statements are prepared, in all material respects, in accordance with 

the CIPFA Code of Practice on Local Authority Accounting.

Our audit does not relieve management or the Audit and Governance 

Committee as those charged with governance, of their responsibilities. 

The Chief Financial Officer is responsible for the assessment of Stockton-on-

Tees Borough Council’s ability to continue as a going concern. As auditors, 

we are required to obtain sufficient, appropriate audit evidence regarding, and 

conclude on: 

a) whether a material uncertainty related to going concern exists, and 

b) the appropriateness of the Chief Financial Officer’s use of the going 

concern basis of accounting in the preparation of the financial 

statements.

Fraud

The responsibility for safeguarding assets and for the prevention and detection of 

fraud, error, and non-compliance with law or regulations rests with both you and 

management. This includes establishing and maintaining internal controls over 

asset protection, compliance with relevant laws and regulations, and the reliability 

of financial reporting. 

As part of our audit procedures in relation to fraud, we are required to inquire of you 

, key management personnel and internal audit, on their knowledge of instances of 

fraud, and their views on the risks of fraud and on internal controls that mitigate 

those risks. 

In accordance with International Standards on Auditing (UK), we plan and perform 

our audit to obtain reasonable assurance that the financial statements taken as a 

whole are free from material misstatement, whether due to fraud or error. However, 

our audit should not be relied upon to identify all such misstatements.

Internal control

Management is responsible for such internal control as they determine necessary 

to enable the preparation of financial statements that are free from material 

misstatement, whether due to fraud or error.

We are responsible for obtaining an understanding of internal control relevant to 

our audit and the preparation of the financial statements to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an 

opinion on the effectiveness of Stockton-on-Tees Borough Council’s internal 

control. 
Value for money

We are also responsible for forming a view on the arrangements that 

the Council has in place to secure economy, efficiency and 

effectiveness in its use of resources. We discuss our approach to 

Value for Money work further in the ‘Value for Money’ section of this 

report.

We are appointed to perform the external audit of Council (the Council) for the year to 31 March 2026. The scope of our engagement is set out in the Statement of Responsibilities of Auditors and Audited 

Bodies, issued by Public Sector Audit Appointments Ltd (PSAA) available from the PSAA website: Statement of responsibilities of auditors and audited bodies from 2023/24. Our responsibilities are 

principally derived from the Local Audit and Accountability Act 2014 (the 2014 Act) and the Code of Audit Practice issued by the National Audit Office (NAO), as outlined below.

Wider reporting and electors’ rights

The 2014 Act requires us to give an elector, or any representative of the elector, the 

opportunity to question us about the accounts of the Council and consider 

objections made to the accounts. We also have a broad range of reporting 

responsibilities and powers that are unique to the audit of local authorities in the 

United Kingdom.

We also report to the NAO on the consistency of the Council’s financial statements 

with its Whole of Government Accounts (WGA) submission.

Responsibilities

Appendix A: Other communications
Responsibilities
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This section of our report sets out the matters that we are required to report to you by UK auditing standards, including which form of our communications satisfy, or will satisfy, those requirements. 

Required communications

Required communication Where addressed

Our responsibilities in relation to our audit of the Council’s financial statement and the responsibilities of management and those charged with governance. Audit Strategy Memorandum and 

engagement letter

The planned scope and timing of our audit, including any limitations (specifically with respect to significant risks and key audit matters, if applicable). Audit Strategy Memorandum

With respect to misstatements:

• Uncorrected misstatements and their effect on our audit opinion,

• The effect of uncorrected misstatements related to prior periods,

• A request that any uncorrected misstatement is corrected, and

• In writing, corrected misstatements that are significant.

Audit Completion Report

With respect to fraud communications:

• Inquiries with you to determine whether you have knowledge of any actual, suspected, or alleged fraud affecting the company,

• Any fraud that we have identified or information we have obtained that indicates that fraud may exist, and

• A discussion of any other matters related to fraud.

Audit Completion Report and discussion 

at Audit and Governance Committee

meeting(s), audit planning meeting(s), and 

audit clearance meeting(s)

Significant matters arising during our audit in connection with the entity’s related parties including, when applicable:

• Non-disclosure by management,

• Inappropriate authorisation and approval of transactions,

• Disagreement over disclosures,

• Non-compliance with laws and regulations, and 

• Difficulty in identifying the party that ultimately controls the entity. 

Audit Completion Report
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Required communications

Required communication Where addressed

Significant findings from our audit, including:

• Our view about the significant qualitative aspects of accounting practices, including accounting policies, accounting estimates, and financial statement 

disclosures,

• Significant difficulties, if any, encountered during our audit,

• Significant matters, if any, arising from our audit that were discussed with management or were the subject of correspondence with management,

• Written representations that we are seeking,

• Expected modifications to our auditor’s report, and

• Other matters, if any, significant to the oversight of the financial reporting process or otherwise identified during our audit that we believe are relevant to 

those charged with governance in the context of fulfilling their responsibilities.

Audit Completion Report

Significant deficiencies in internal controls identified during our audit. Audit Completion Report

Where relevant, any issues identified with respect to authority to obtain external confirmations or inability to obtain relevant and reliable audit evidence from 

other procedures.

Audit Completion Report

Audit findings regarding non-compliance with laws and regulations where the non-compliance is material and believed to be intentional (subject to compliance 

with legislation on tipping off) and inquiry of you into possible instances of non-compliance with laws and regulations that may have a material effect on the 

financial statements that you may be aware of.

Audit Completion Report and Audit and 

Governance Committee meeting(s) 

With respect to going concern, events or conditions identified that may cast significant doubt on the company’s ability to continue as a going concern, 

including:

• Whether the event or condition constitutes a material uncertainty,

• Whether the use of the going concern assumption is appropriate in the preparation and presentation of the financial statements, and

• The adequacy of related disclosures in the financial statements.

Audit Completion Report
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Required communications

Required communication Where addressed

Communication regarding our system of quality management, compliant with ISQM (UK) 1, developed to support the consistent performance of quality audit 

engagements. To address the requirements of ISQM (UK) 1, our firm’s system of quality management team completes, as part of an ongoing and iterative 

process, key steps to assess and conclude on our firm’s system of quality management, including:

• Ensuring there is an appropriate assignment of responsibilities,

• Establishing and reviewing quality objectives each year, ensuring our firm’s quality objectives align with our strategies and priorities,

• Identifying, reviewing, and updating quality risks each quarter, taking into consideration multiple input sources (such as FRC/ ICAEW review findings, 

internal monitoring findings, findings from our firm’s root cause analysis and remediation functions, etc.),

• Identifying, designing, and implementing responses to strengthen our firm's internal control environment and overall quality, and

• Evaluating our quality responses and remediating control gaps or deficiencies.

We perform an evaluation of our system of quality management on an annual basis. We publish the details of our annual evaluation, and our conclusion, in 

our Transparency Report, which can be accessed on our website at: https://www.forvismazars.com/uk/en/who-we-are/corporate-publications/transparency-

reports. 

Audit Strategy Memorandum (the 

communication adjacent satisfies this 

requirement)

We are required to communicate certain matters to you which include, but are not limited to, significant difficulties, if any, that are encountered during our 

audit. Such difficulties may include: 

• Significant delays in management providing information that we require to perform our audit.

• An unnecessarily brief time within which to complete our audit.

• Extensive and unexpected effort to obtain sufficient, appropriate audit evidence.

• Unavailability of expected information.

• Restrictions imposed on us by management.

• Unwillingness by management to make or extend their assessment of the company’s ability to continue as a going concern when requested. 

We will highlight to you on a timely basis should we encounter any such difficulties (if our audit process is unduly impeded, this could require us to issue a 

modified auditor’s report).

Audit Completion Report, discussion at 

Audit and Governance Committee

meeting(s), and audit clearance 

meeting(s)
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Definitions

Term Definition

Materiality An expression of the relative significance or importance of a particular matter in the context of the  financial statements as a whole. Misstatements in the financial statements are 

considered to be material if they could, individually or in aggregate, reasonably be expected to influence the economic decisions of users based on the financial statements. 

We determine materiality for the financial statements as a whole (overall materiality) using a benchmark that, in our professional judgement, is most appropriate to the company. We also 

determine an amount less than materiality (performance materiality), which is applied when we carry out our audit procedures and is designed to reduce to an appropriately low level the 

probability that the aggregate of uncorrected and undetected misstatements exceeds overall materiality. Further, we set a threshold above which all misstatements we identify during our 

audit (adjusted and unadjusted) will be reported to you (reporting threshold). Judgements on materiality are made in light of surrounding circumstances and are affected by the size and 

nature of a misstatement, or a combination of both. Judgements about materiality are based on a consideration of the common financial information needs of users as a group and not on 

specific individual users.

An assessment of what is material is a matter of professional judgement and is affected by our perception of the financial information needs of the users of the financial statements. In 

making our assessment we assume that users:

• Have a reasonable knowledge of business, economic activities, and accounts, 

• Have a willingness to study the information in the financial statements with reasonable diligence,

• Understand that financial statements are prepared, presented, and audited to levels of materiality,

• Recognise the uncertainties inherent in the measurement of amounts based on the use of estimates, judgement, and consideration of future events, and

• Will make reasonable economic decisions based on the information in the financial statements.

We consider overall materiality and performance materiality while planning and performing our audit based on quantitative and qualitative factors. When planning our audit, we make

judgements about the size of misstatements we consider to be material. This provide a basis for our risk assessment procedures, including identifying and assessing the risks of material

misstatement, and determining the nature, timing and extent of our responses to those risks. We revise materiality as our audit progresses should we become aware of information that would

have caused us to determine a different amount had we been aware of that information at the planning stage.

The overall materiality and performance materiality that we determine does not necessarily mean that uncorrected misstatements that are below materiality, individually or in aggregate, 

will be considered immaterial. 
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Definitions

Term Definition

Significant risk A risk that is assessed as being at or close to the upper end of the spectrum of inherent risk, based on a combination of the likelihood of a misstatement occurring and the magnitude of 

any potential misstatement. A fraud risk is always assessed as a significant risk (as required by UK auditing standards), including management override of controls and revenue 

recognition.

Enhanced risk An area with an elevated risk of material misstatement at the assertion level, other than a significant risk, based on factors/ information inherent to that area. Enhanced risks require 

additional consideration but do not rise to the level of a significant risk. These include but are not limited to:

• Key areas of management judgement and estimation uncertainty, including accounting estimates related to material classes of transaction, account balances, and disclosures but 

which are not considered to give rise to a significant risk of material misstatement, and

• Risks relating to other assertions and arising from significant events or transactions that occurred during the period.

Standard risk A risk related to assertions over classes of transaction, account balances, and disclosures that are relatively routine, non-complex, tend to be subject to systematic processing, and 

require little or no management judgement/ estimation. Although it is considered that there is a risk of material misstatement, there are no elevated or special factors related to the 

nature of the financial statement area, the likely magnitude of potential misstatements, or the likelihood of a risk occurring. 

Key audit matter A matter that, in our professional judgment, was of most significance in our audit of the financial statements of the current period. Key audit matters include the most significant 

assessed risks of material misstatement (whether due to fraud or error) we identified, including those which had the greatest effect on our overall audit strategy, the allocation of 

resources in our audit, and directing the efforts of our engagement team.

It is important that you understand and have the opportunity to discuss with us why something is being communicated as a key audit matter and the way it is described. This report 

highlights which of the significant and other risks are expected, at this stage, to be determined as key audit matters. It should be noted, however, that other audit areas may be 

determined as key audit matters during our audit.
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Definitions

Term Definition

Key audit partner (a) An individual who is eligible for appointment as a statutory auditor and who is designated by our firm for a particular audit engagement as being primarily responsible for carrying 

out the statutory audit on behalf of our firm.

(b) In the case of a group audit, any of the following: (i) an individual who is eligible for appointment as a statutory auditor and who is designated by our firm as being primarily 

responsible for carrying out the statutory audit of the consolidated accounts of the group on behalf of our firm; (ii) an individual who is eligible to conduct the audit of the accounts of 

any subsidiary undertaking determined by us to be a ‘material subsidiary’ and who is designated as being primarily responsible for that audit.

(c) An individual who is eligible for an appointment as a statutory auditor and who signs the audit report.
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Appendix B: Current year updates, forthcoming accounting & other issues

HM Treasury changes to non-investment asset valuation 
Code of Practice on Local Authority Accounting in the United Kingdom 2025/26 (the “Code”)

Following a thematic review of non-current asset valuations for financial reporting in the public sector, HM Treasury has made a number of changes to its requirements for the valuation frequency, valuation 

methodology and classification of non-investment property assets.  The changes are effective from 1 April 2025 as set out in the 2025-26 Code and include: 

• A change to the requirements regarding revaluation frequency. Rather than adhering to paragraph 34 of IAS 16 which requires an asset to be revalued whenever its carrying value differs materially from its 

current value, entities will be required to revalue assets on a quinquennial basis, i.e. every five years, supplemented by annual indexation in the intervening years. This requirement can be adhered to either 

as part of a full revaluation or as part of a rolling programme. The Code requires bodies to use the best index available to them. Should management determine that there is no appropriate index to use, 

then the quinquennial valuation is supplemented by a valuation in the third year.

• Revaluations carried out prior to 2025/26, in line with former requirements of the Code, remain valid throughout the transition period (being 1 April 2025 to the date the next revaluation is due for a given 

asset). During the transition period, the maximum period between revaluations must not exceed five years.

• The requirement to consider indicators of impairment under IAS 36 remains, so management will still be required to undertake an annual assessment of whether there are indicators of impairment, and 

where these are present, it may be necessary to undertake valuations outside of the 5-yearly valuation programme. 

Whilst management will no longer need to consider annually whether it is necessary to revalue non-investment assets, they will need to be satisfied that they have appointed a suitably qualified valuer to 

undertake the valuation of assets whenever they fall due either as part of a full valuation or a rolling programme. If local indices are used, management will need to have sufficient evidence to demonstrate 

these indices are appropriate and relevant to the entity’s circumstances, and to provide this evidence to the auditor. 
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Appendix B: Current year updates, forthcoming accounting & other issues

Effective for accounting periods beginning on or after 1 January 2027
IFRS 18 Presentation and Disclosure in Financial Statements

The standard was UK-adopted in December 2025, and the date of incorporation into the Code is not confirmed, though expected to be within the 2028/29 financial year. It is not yet confirmed what 

interpretations and adaptations HMT will determine are necessary for implementation in the public sector. We have provided an outline of the main changes arising from IFRS 18 as unadapted and without 

interpretation and  will provide an update on the expected impact on Stockton-on-Tees Borough Council as and when detail is available as to when and how the standard is incorporated into the Code. 

IFRS 18 Presentation and Disclosure in Financial Statements (IFRS 18) is a new standard that replaces IAS 1 Presentation of Financial Statements. The new standard aims to increase the comparability, 

transparency and usefulness of information about companies’ financial performance. It introduces three key new requirements focusing on the presentation of information in the statement of profit or loss and 

enhancing certain guidance on disclosures within the financial statements.

New categories and subtotals for inclusion within the statement of profit or loss 

• Income and expenses are to be classified into three new defined categories: operating, investing and financing, in addition to the income taxes and discontinued operations categories.

• All companies are to present new defined subtotals – operating profit and loss, and profit or loss before financing and income taxes.

New reporting requirements on Management Performance Measures (MPMs) 

• New requirements are introduced for management-defined performance measures (MPMs), which may also be called Alternative Performance Measures (APMs). These are described as subtotals of 

income and expenses that an entity: (a) uses in public communications outside financial statements; (b) uses to communicate to users of financial statements management’s view of an aspect of the 

financial performance; and (c) are not listed within IFRS 18 or specifically required to be presented or disclosed by another IFRS Accounting Standard. 

• All MPMs are required to be disclosed in a single note in the financial statements setting out: 

• an explanation of why the MPM is reported, and

• a reconciliation to a directly comparable GAAP measure within IFRS 18 or another IFRS Accounting Standard.

Enhanced requirements for aggregation & disaggregating information

• Enhanced requirements are set out for the aggregation and disaggregation of items based on similar and dissimilar characteristics. Items that have dissimilar characteristics must be disaggregated 

when the resulting information is material. Guidance is also included on how to describe items within the financial statements, requiring an entity to label items presented or disclosed as ‘other’ only if a 

more informative label cannot be found.

• New guidance is provided on whether information should be reported in the primary financial statements or the notes. This includes guidance on presentation and disclosure of expenses classified in the 

operating category, alongside introducing more prescribed requirements for an entity that classifies expenses by function as well as the requirement to disclose expenses by nature in a single note for 

certain amounts - depreciation, amortisation, employee benefits, impairment and write-downs of inventories

Many principles and requirements have been brought forward from IAS 1 to IFRS 18 such as frequency of reporting, comparative information, offsetting, capital disclosures and the requirements for the 

statement of financial position and for the statement of changes in equity. 
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