ORBAY
COUNCIL"'/
Tuesday, 11 September 2012

/ AUDIT COMMITTEE \

A meeting of Audit Committee will be held on
Wednesday, 19 September 2012

commencing at 2.00 pm

The meeting will be held in the Meadfoot Room, Town Hall, Castle Circus,
\ Torquay, TQ1 3DR j

Members of the Committee

Councillor Hill (Chairman)

Councillor Addis Councillor Pountney (Vice-Chair)
Councillor Bent Councillor Stocks
Councillor Brooksbank Councillor Pentney

Working for a healthy, prosperous and happy Bay

For information relating to this meeting or to request a copy in another format or
language please contact:
Kay Heywood, Town Hall, Castle Circus, Torquay, TQ1 3DR
01803 207026
Email: governance.support@torbay.gov.uk
(i)

VIS
2010
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(a)

(b)

AUDIT COMMITTEE
AGENDA

Apologies
To receive any apologies for absence, including notifications of any
changes to the membership of the Committee.

Minutes
To confirm as a correct record the Minutes of the meeting of the
Audit Committee held on 27 June 2012.

Declarations of interests

To receive declarations of non pecuniary interests in respect of
items on this agenda

For reference: Having declared their non pecuniary interest
members may remain in the meeting and speak and, vote on the
matter in question. A completed disclosure of interests form should
be returned to the Clerk before the conclusion of the meeting.

To receive declarations of disclosable pecuniary interests in respect
of items on this agenda

For reference: \Where a Member has a disclosable pecuniary
interest he/she must leave the meeting during consideration of the
item. However, the Member may remain in the meeting to make
representations, answer questions or give evidence if the public
have a right to do so, but having done so the Member must then
immediately leave the meeting, may not vote and must not
improperly seek to influence the outcome of the matter. A
completed disclosure of interests form should be returned to the
Clerk before the conclusion of the meeting.

(Please Note: If Members and Officers wish to seek advice on any
potential interests they may have, they should contact Governance
Support or Legal Services prior to the meeting.)

Urgent Items
To consider any other items that the Chairman decides are urgent.

Audit Follow Up Report

To consider a report which provides an update on the key issues
raised in the Internal Audit Report considered by the Audit
Committee on 27 June 2012.

Audit of Accounts
To consider a report summarising the Audit Commission’s findings
from the 2011/12 Audit.

Statement of Accounts 2011/12
To enable the approval of the Council’'s Statement of Accounts for
2011/12 in compliance with the Account and Audit Regulations
2011.

(ii)

(Pages 1 - 2)

(Pages 3 - 12)

(Pages 13 - 39)

(Pages 40 - 210)



Agenda Item 2

ORBAY
COUNCIL iy

Minutes of the Audit Committee
27 June 2012
-: Present :-

Councillors Addis, Bent, Brooksbank, Hill, Pountney and Stocks

Election of Chairman/Woman

Councillor Hill was elected as the Chairman for the 2012/13 Municipal Year.
Councillor Hill in the Chair.

Election of Vice Chairman/Woman

Councillor Pountney was elected as the Vice-Chairman for the 2012/13 Municipal
Year.

Minutes

The Minutes of the meeting of the Audit Committee held on 28 March 2012 were
confirmed as a correct record and signed by the Chairman.

Audit Committee Terms of Reference

Members received and noted the Terms of Reference for the Audit Committee as
set out in the submitted report.

Audit Committee Update

The Committee noted the submitted report which set out the audit work that the
Audit Commission proposed on the Council’'s 2011/12 financial statements and that
a progress report would be brought back to the Audit Committee on 19 September
2012.

Interim Audit Report

The Committee noted the submitted report which set out the interim findings and
the audit work that the Audit Commission proposed to undertake for the audit of
financial statements, details of the audit process, key milestones and deadlines,
contacts and major reports that would be issued and reported back to the Audit
Committee on 19 September 2012.
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Audit Committee Wednesday, 27 June 2012

7. Torbay Council Annual IA Report

Members noted the submitted report which summarised the work undertaken by
Devon Audit Partnership during 2011/12 and reviewed the performance and
effectiveness of the Audit Service.

8. Treasury Management Outturn 2011/12

The Committee considered the submitted report which set out the performance of
the Treasury Management function in supporting the provision of Council services
in 2011/12 through the management of cash flow, debt and investment operations
and the effective control of the associated risks.

Resolved:

(1) that the Treasury Management decisions made during 2011/12 as detailed in
the submitted report be endorsed; and

(i) that the Council be recommended to approve the Prudential and Treasury
Indicators as set out at Annex 1 to the submitted report.

9. Annual Governance Statement 2011/12

Members received the submitted report which set out the Annual Governance
Statement (AGS) 2011/12. The AGS provided an opportunity for the organisation
to review its processes, controls and objectives and to provide assurance to
Members, Senior Officers and Stakeholders as to the reliability of its statement of
accounts and the probity of its operations.

Resolved:
)] that the proposed amended Annual Governance Statement 2011/12 set out
at Appendix 1 to the submitted report be approved;

(i) that the Mayor and Chief Executive be recommended to sign off the Annual
Governance Statement and append the Statement to the Statement of
Accounts to be approved by Council in September; and

(i) that following the review of the Annual Governance Statement by the
External Auditors, Officers present an action plan to a future meeting of the
Audit Committee; and

(iv)  thatin light of the possible dissolution of the Torbay Strategic Partnership
and the implementation of the Health and Wellbeing Boards Members be
given the opportunity to be involved in the development of any new
arrangements to ensure that they remain open and transparent.

Chairman
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Agenda Item 5

ORBAY
COUNCIL sy

Public Agenda ltem: Yes

Title: Audit Follow Up Report

Wards Affected: All Wards

To: Audit Committee On: 19 September 2012
Key Decision: No
Change to Budget: No Change to No

Policy

Framework:

Contact Officer: Martin Gould or Robert Hutchins

Telephone: 01803 207320

“B E.mail: martin.gould@devonaudit.qgov.uk,
robert.hutchins@devonaudit.gov.uk

1 INTRODUCTION

1.1 At the June Audit committee Members were provided with the Annual Internal
Audit report for the Council. Appendix 2 of this report provided a summary of the
audits undertaken during 2011/12, along with the audit assurance opinion.

1.2. Members discussed the report and requested a detailed report to a future
meeting updating the Committee on the improvement required issues in Appendix 2
to the report.

1.3.  The attached report (Annex 1) sets out the progress made by management in
implementing agreed actions to address the areas of weakness identified

2 RECOMMENDATION:

2.1. That the Committee notes the good progress being made by management to
address weaknesses identified through the internal audit process

Martin Gould
Head of the Devon Audit Partnership
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Annex 1

FOLLOW UP REPORT ON AREAS REQUIRING IMPROVEMENT

1. INTRODUCTION

1.1 At the June Audit committee members were provided with the Annual
Internal Audit report for the Council. Appendix 2 of this report provided a
summary of the audits undertaken during 2011/12, along with our assurance
opinion. Where a “high” or “good” standard of audit opinion was provided we
confirmed that, overall, sound controls were in place to mitigate exposure to
risks identified; where an opinion of “improvement required” was provided
then issues were identified during the audit process that required attention.
We provided a summary of some of the key issues reported that were being
addressed by management and pointed out that we were content that
management were appropriately addressing these issues.

1.2 Members discussed and accepted the report; however, members at the
other partner organisations of the Devon Audit Partnership also requested a
detailed report to a future meeting updating the Committee on the
‘improvement required” areas highlighted in yellow in Appendix 2 to the
report.

1.3 In order to ensure that the Devon Audit Partnership offer a consistent
and supportive service across all partners, follow up reviews have therefore
been undertaken to provide further assurance to this Committee that actions
to address previous audit concerns have been implemented or are in
progress. The results from this process are contained in this report at
Appendix 1.

2. PROCESS

2.1 For each service area where an audit opinion of “improvements
required” was provided at the end of 2011/12 we completed a follow up
review. The follow up review was undertaken to provide assurance to
management and those charged with governance, that the agreed actions
identified at our initial audit visit had been implemented, or suitable progress
is being made to address the areas of concern.

2.2  Our approach was to initially write to the appropriate service manager
to obtain an update on progress being made against agreed audit
recommendations. The level of assurance we requested was dependant upon
the priority of the agreed recommendation.

2.3  For recommendations of "low" priority we required written confirmation

that the action had been enacted upon, or an update on the progress being
made.
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24 For "medium" priority recommendations we required written
confirmation that the action has been enacted upon, or an update on the
progress being made, plus some evidence to support this. For example, if the
recommendation was for a monthly imprest reconciliation to be produced and
signed as correct, then a copy of the most recent reconciliation was required.

2.5 For "high" priority recommendations we required written confirmation
that the action had been enacted upon, or an update on the progress being
made, plus some evidence to support this (as above) plus, and depending
upon the nature of the recommendation, we considered a physical visit to
confirm that the recommendation was operating as expected and that the
identified risk had been reduced to an acceptable level.

2.6  Following the completion of our review we considered the progress
made against all of the agreed recommendations. This then enabled us to
reconsider our assurance opinion against each of the risk areas identified,
and has enabled us to reconsider our overall assurance opinion enabling an
updated opinion to be provided where appropriate.

2.7 It should be noted that this updated opinion is based upon the
assumption that systems and controls as previously identified at the original
audit remain in operation and are being complied with in practice. The
purpose of our follow up exercise has not been to retest the operation of these
previously assessed controls, but to consider how management have
responded to the agreed action plans following our previous work.

3 FINDINGS

3.1 Overall we can report that progress has been made against the agreed
recommendations following our initial audit and this is shown in the direction
of travel.

3.2 It should be noted that in a number of instances action is being taken to
address the issues identified, but this is ongoing and therefore we have been
unable to form a new overall assurance opinion. It is acknowledged that the
need to make changes to some processes can take time to achieve, and as a
consequence not all recommendations have been completed, but this is as
expected.

3.3 In some instances we were unable to obtain a full response from the
service area due to temporary absence of staff; we will ensure that once staff
have returned that we complete the follow up process, and confirm that the
service area is on track to implement agreed recommendations. Any areas
where issues or concerns are noted will be flagged to senior management for
further consideration and resolution.

3.4 Other agreed actions have not been implemented for a variety of
reasons including other work priorities resulting from changes in the service
area. We shall work with management in determining revised implementation
dates to ensure that actions are taken as promptly as is possible to address
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the risk identified.

3.5  During our initial audit work we have made reference to areas where
risk exists; however in some cases it is either not economically appropriate to
address this risk, or technical solutions are not yet available. In such cases
management agree to accept this risk, and use other monitoring
arrangements to ensure that the risk is kept to a minimum. In such cases we
are unable to provide an improved audit opinion, although we fully recognise
that the risk is identified, managed and management will resolve the issue as
and when opportunities arise.

3.6  Appendix 1 of this report sets out the audits at the end of 2011/12
which were identified as “improvements required”. The appendix shows the
current (updated) assurance opinion following our follow up work, and a
“direction of travel”. We have also provided some more detailed commentary
on progress being made.

4 CONCLUSION

4.1 Overall we conclude that progress is being made against the agreed
audit recommendations. Improved assurance opinions have been provided in
some areas, and the direction of travel is showing as improving in the majority
of areas (see Appendix 1); this should provide assurance to those charged
with governance.

42 We would like to acknowledge and offer our thanks to all those who
have assisted with this process. We understand that the work was undertaken
at a traditionally difficult time for management (due to the summer holiday
season) and their help in providing the information for this review is
appreciated.

Martin Gould
Head of Devon Audit Partnership
September 2012
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Appendix 1

Table to show updated Audit Assurance Opinion after completion of follow up work to end August 2012

Audit Area Audit Updated Audit | Direction | Commentary
Assurance Assurance of Travel
Opinion as at | Opinion as at
31 May 2012 31 August 2012
Adults and Operations
- material systems
Payroll 2010-11 Improvements Improvements Although there is continuing progress in addressing the
required required recommendations, this has been hindered by other work
priorities, and some have not been implemented due to the
possibility of 'self-service' being introduced during 2012-13 and
the first quarter of 2013-14.
Testing undertaken during 2011-12 identified some instances of
non compliance with current controls, and there were a number of
areas where current processes and controls require review. The
assurance opinion given for 2011-12 remained as Improvements
Required. The direction of travel noted here reflects the
continued progress noted in the 2011/12 audit activity.
Debtors 2010-11 Improvements Improvements Since the establishment of the dedicated Debtors Administration
required required role, there has been ongoing improvement in the operation of the

Debtors function. Testing undertaken in 2011/12 determined that
progress has either been made against previous
recommendations, or management have accepted the risks of not
taking action to address control weaknesses and non compliance
issues identified, due to the presence of mitigating controls and
for customer service / business practicality reasons. The
assurance opinion for 2011/12 remained as Improvements
required, however the direction of travel noted here reflects the
progress that has been made.




g obed

Audit Area Audit Updated Audit | Direction | Commentary
Assurance Assurance of Travel
Opinion as at Opinion as at
31 May 2012 31 August 2012
Creditors 2010-11 Improvements Improvements The processing procedures and practices are generally robust
required required I:> and a high degree of accuracy continues to be achieved. Testing
in 2011/12 found that although some recommendations have
been implemented, significant weaknesses remain in the control
environment in relation to the operation of authorisation controls.
The assurance opinion given for 2011-12 remained as
Improvements Required. The direction of travel noted here
reflects that there has been no change in the operation of
authorisation controls due to the delay in implementing the
electronic on-line form system, which is now planned for 2012-13
and should address the authorisation control weaknesses.
Council Tax & NNDR Improvements Improvements Although the overall assurance opinion remains as
201112 required required ‘Improvements required’, there has been significant progress in
implementing many of the recommendations, particularly on
those relating to the risk of ‘inaccurate billing’. This progress is
reflected in the direction of travel.
For a number of those outstanding, management have accepted
the associated risks, so no further action is expected; and for
some others, an updated target of September 2012 has been set.
IBS Open Systems Admin | Improvements Improvements The majority of recommendations have yet to be actioned,
2011-12 required required however the audit report was only finalised relatively recently,

and the majority of target dates for implementation are not yet
due. The direction of travel reflects the continued progress in
improvement identified in our annual audits.
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Audit Area Audit Updated Audit | Direction | Commentary
Assurance Assurance of Travel
Opinion as at Opinion as at
31 May 2012 31 August 2012
Benefits 2011-12 Improvements Good Standard Management have made good progress on the recommendations
required made in the limited time since the report was issued. There are
still a number of recommendations outstanding, however these
are relatively minor in relation to the overall risk environment,
enabling an improved opinion to be given.
Adults and Operations
- IT audit
ITRA 2010-11 Improvements Improvements Work on the ITRA is completed annually by Internal Audit for the
(IT Risk Assessment) required required |:> Audit Commission. The Audit Commission has recommended
that a policy is required on end user computing, to address the
controls required on key financial spreadsheets. Internal Audit
has undertaken preliminary research work on behalf of the
Council, and the area has as a result been included in the
Council's agreed 2012-13 IT Audit Plan.
Change control 2011-12 Improvements Improvements Management have responded positively to the audit process and
required required are in the process of taking appropriate action to address the
issues identified, as shown by the direction of travel. Certain
recommendations are still in the process of being implemented,
and as a result our assurance opinion remains at present
unchanged.
IT IS Strategy 2011-12 Improvements N/A N/A The related audit report is still in draft, with recommendations and
required management responses currently being discussed. More work is

being carried out at the request of the CIO, and it has therefore
not been possible to follow up the recommendations made.
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Audit Area Audit Updated Audit | Direction | Commentary
Assurance Assurance of Travel
Opinion as at Opinion as at
31 May 2012 31 August 2012
PCI Compliance Project Improvements Improvements Management have responded positively to the audit process and
2011-12 required required are in the process of taking appropriate action to address the
issues identified, as shown by the direction of travel. At this point,
PCI compliance has not yet been achieved, and as a result our
overall assurance opinion remains at present unchanged.
Communities and Local Democracy
Community Protection Improvements Improvements Although there has been substantial progress made in terms of
2011-12 required required implementing recommendations, there are still a number which
remain outstanding. We note that, for many of these, there is an
expected implementation date of late in 2012-13 and once
actioned will result in an improved audit assurance opinion.
Hence our assurance opinion remains unchanged at this time,
but the direction of travel reflects the progress already achieved.
Children, Schools & Families
Education Management Improvements N/A N/A The related audit report is still in draft, with recommendations and
System (EMS) 2011-12 required management responses currently being discussed. It has
therefore not been possible to follow up the recommendations
made at this time.
Youth Offending Team Improvements Good Standard Management have responded positively to the audit process and
(YOT) required have taken appropriate action to address the issues identified.

We can confirm that an upgraded assurance opinion of “good
standard” has now been provided in this service area.
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Audit Area Audit Updated Audit | Direction | Commentary
Assurance Assurance of Travel
Opinion as at Opinion as at
31 May 2012 31 August 2012
Section 17 2011-12 Improvements N/A N/A The related audit report is still in draft, with recommendations and
required management responses currently being discussed. It has
therefore not been possible to follow up the recommendations
made at this time.
Youth Services 2011-12 Improvements N/A N/A The related audit report is still in draft, with recommendations and
required management responses currently being discussed. It has
therefore not been possible to follow up the recommendations
made at this time.
Place and Environment
Natural Environment Improvements Improvements A significant number of recommendations remain outstanding,
201112 required required however some of these are not due to be actioned until the latter
ﬁ part of 2012.
There are also a number of recommendations where initial
responses from management indicate that they have been
actioned; however we have been unable to obtain evidence to
confirm this at this time. Hence the overall assurance opinion
remains unchanged at this time, but the direction of travel reflects
that action is being taken based on the project data reported in
SPAR.
Tor Bay Harbour Authority | Improvements Improvements Although there has been some progress made as reflected in the
201112 required required direction of travel, a significant number of recommendations have

yet to be implemented and therefore our overall assurance
opinion remains unchanged. The agreed due dates for the
majority of the outstanding actions have now passed and new
target dates have been agreed as part of the follow up process.
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Audit Area Audit Updated Audit | Direction | Commentary

Assurance Assurance of Travel

Opinion as at Opinion as at

31 May 2012 31 August 2012
TOR2 Contract Monitoring | Improvements N/A N/A We have been unable to meet with management within the Audit
2011-12 required Committee timescales. \We have therefore not been able to

ascertain the progress in relation to the recommendations made,
and cannot provide an updated audit assurance opinion or
direction of travel at this time. Management have however
agreed to review and provide feedback on progress prior to the
Audit Committee meeting date (end of September), the outcome
of which should be available to the Committee, if required.




OSSR

¢cL/110¢ ypny
[1Iouno’) Aeqio |

9JUBUI9AO



G T :N_n_ uonoy — ¥ X_UCQQQ<

g e faessors — ¢ xipusddy
T, woneuasasdes JueweBRUE 10 1939 1eiq — 2 Xtpuaddy
| e s1odas 5.10pne suspuadopuy weig — | pusddy
B | e co0.
| fououw 10 SNIEA
g e SA—
G e worsn[ouoD puE uouIdo Au olB | 510508
B e sobessow Aoy

SUEIT e

Page 14



Jodas soueusan0b [enuuy uolIssIWWo) JIpny

‘AIBAI1Bp 0} SYSI pajeldosse pue sueld |eloueul) WId) wnipaw sy}
N0 18s Aea|o yoiym syuswabuelse Buiuueld [eioueul ajeudoidde sey )| ~eoueusanob [eioueuly poob uoddns 0] sjuswabuedle Jadold sey |1ounod ay |

"$90JN0S3l JO 8SN INOA Ul SSBuaAl}0aye pue Aouaiolje ‘AWouods ainoaes o) sjuswabuelie Jadoid apew aAey noA jey) apnjpuod 0] 108dxa |

(W4A) Asuow 104 anjep

"SjusWale)s |eloueUl 8y} O} 3oeq |leJ} Ipne ay) ajeJisuowap 0} pajeald aq 0} pey siaded Bupjom jeuonippe seduejsul
BwWos u| "paJdinbal sem uoneodieo Jayuny S9Se 9say] Ul pue Jeajd JoU aJaM Sjuswalels |eloueul) ay) Jo seale awos poddns o) papiaold siaded
Buijiom jeyj punoj am ‘JOASMOH “Jeuuew Ajpwi e Ul salenb |je 0} papuodsas oym wes) adueul 8y} Wolj souelsisse Aq pajell|ioe) Sem jipne ay |

"SJUSLWIS)LISSIW Pajoa.liooun
Ou aJe aJiay) Jey) 0s pasiel sanss| ay) 1o} pajepdn aq |IM SJUSLLS)E]S [BloUBUI 8y "SJusLWa)e)s ay) 0] sajou Buiuoddns ay) ul spew saInNsojosIp
0] SjuslWpusLWE palnuapl aAey | ‘sjuswalels [eoueull Alewud ay) 1snipe |Im yoiym siolie Aue paiuapl Jou sey lpne Aw ‘ewn ul juiod siy) 1y

‘sdajs Buisojo Jpne jo uonajdwo)

pue ‘sjuswaje)s [eloueul} papuswe 8y} JO MBIASI |euld

‘sjunodoe dnoub s,|1IounoY By} JO MBIASI INO JO uone|dwo)

‘solued pajejal Jo ssaus}e|dwod JOAO 9oUBINSSY

-:sJ9)jew Buipuelsino Buimoj|o) ay} Jo aoueleald Aiojoeysijes 0} joalgns ‘uojuido Jipne palienbun ue anssi 0} }0adxa | Jaqwia}das | Je sy

sjuawaje)s |eloueul

"$924n0Sdl

Jo asn unoA ul Asuouw 10j anjeA ai1nd3s 0} sjuswabue.le JNOA sSsasse 0] ud)yeuapun aAey | J1om
9y} Jo sj|nsal ayj pue sjuawajels |eloueul} 1noA jo jipne Aw wouy BuisLie sabessaw ay} sapnjoul
3| ‘939|dwo9 Ajjenpuelsgns si Yaiym jipne zZL/11L0Z 9y} wod} sbuipuly ayj sasiewwns jodaa siyj

S9DESSOWl NoY

Page 15



Jodas soueusan0b [enuuy uolIssIWWo) JIpny

‘210z Jaquiaydasg o¢ AQq a1eoiiued Aw anssi pue yiom Buipueisino sy} 818|dwod 0} 10adxa |

‘panssi uaaq 194 jou sey uinjal (YOAN) JUNOIJY JUSWUIBAOD)

30U/ Y} 9A0QE 0) paliajal swa)l Buipueisino ay} 0} UCIPPE Ul "8)edlilad Ipne ay) anssl |IM | Z1/L L0Z 10} YI0M lipne 8y} JO UOISN|OU0D 8y} 1Y
9)jeolIa)

‘Bunjiewyouaq [eUOBU pUB |BD0] JO 8Sh pue sjuswabuele Juswabeuew aouewlopad Jeajo Buipnjoul SSBUBAI0SYS pue Aouaiolye

anolsdwi 0} aoe(d ul sjuswabuelle sey |IDUNOY 8y *S8dJnosal s)l Buisioud 1oy aoe|d ul sjuswabuelle aieudoidde sey [1oUNOD) By} 1BY} POPNIOUOD |

Page 16



Jodas soueusan0b [enuuy uolIssIWWo) JIpny

‘(¥ xipuadde) ue|d uonoe pasodoud ay) 01 esuodsal unoA saibe

pue ‘uoisnjouod pue uoluido Aw anssi | alojaq Alioyiny 8yl Jo Jjeyaq uo ‘(g xipuadde) uonejuasaidal Jo Jane| ay) anoidde
‘(Z @21ge)) Modal sIy} Ul papnoul SJUBWS)E]S |eloURUL BY) Ul S8J0U 8INSOJOSIp 8y} 0} sjuswisnipe ay} Jo ajou aye}

‘{sia)ew Buipuelsino ay) Jo 810U aye)]

10} 99)IWIWIOD JIPNY 3} YSE |

FAYIRN A @C_V_DU >u__._ocu_3< 9y} JOJ XJOM ]JIpne-uou Aue usyeliapun Jou sey 8dljoeld Jipny Ss,uoissSiwwo) Jlipny ayl’

'noA 0] 1lodal 0] spJiepuels [eoiyie pue Bunipne Aq paJinbal
Wwe | ey} ‘aw Jo wes) Ipne ayj ‘uoissiuwod Jpny ay) Jo AJAioslqo pue aouspuadapul ay) 10aye Aew jey) sdiysuonejal Aue Jo aleme JouU We |

"gouspuadapu| pue
Auanoslqo ‘Aubslu| - (pesiaal) | g3 Buipnjoul ‘sio)ipne 1o} SpJepUE]S [BOIY)8 S,pieog seonoeld Bunipny ay) Yiim paljdwos aAey | 18yl WIJuod ueo |

aouapuadapu

‘noA 0}
jJueAdjal aq ybiw jeys siayew |je Ajpuapli o3 Jipne Aw paubisap jou aAey | ‘Jipne Aw Bulwaoyiad
ul uonjuaje Aw 0} awod aAey jey) }saiajul adueulanob jo siapew Ajuo sapnjoul Jodaa Ay

uoISN|2Uo0d
pue uoiuido Aw aAIb | a10}jog

Page 17



Jodas soueusan0b [enuuy uolIssIWWo) JIpny

"SysIl 8say) Jo yoea jsuiebe sbuipuly Aw noA 0} uodau
| | @|geL u| "sjuswajle)s |eloueuly JnoA Jo Jipne Aw 0} JueAs|al paijuapl | 1eyl sysi Jueayiubis ay) ueld Ipny 10z Atenigaq Aw ul noA 0} payodal |

sbuipulj Aw pue sysu Juesiubis
‘saonoeld Bununoooe InoA Jo sjoadse aanejiienb syl NoA 0] 1odal | alaym ‘g 8|ge | Ul SBNssI 8INsojosIp Juedlyiubis ay) pauljino aAey |

"SJUBWIBIB]SSIW Pa)Ia.LIoduN OU ale a1ay) Jey) 0s pasiel Sanssi 8y} Joj pajepdn usaq aAey Sjuswale)s [eloueuly 8y “SjusWwale)s ay} 0} sajou
Bunioddns ay) ul spew saINSO[OSIp 0} sjusawpuawe Ajluapl pip | ‘sjuswalels |eloueul) Atewld ay) paisnlpe yoiym siodsd Aue Ajnuapi jou pip yipne AN

SJ01J9 P3}I3110)
‘'noA 0) 1Jodal 0] paau | SI0JI8 P8)I8lIoduNn Ou aJe alay |

$J10.119 pajoalioouf

"podal jipne yelp Aw Jo Adod e suieluod | xipuaddy
"sjuswiale)s |eloueuly 8y} uo uoluido paiienbun ue Buipnjoul podal Jipne ue anssi 0} ueld | ‘siepew Buipue)sino Jo soueles|o Alojoejsijes 03 10algng

sjuawaje}s jeldueuly ayj uo uoluidQ

"Jjuswiadjels asueulIdA0b [enuue ay} pue sjuawajels |eloueulj ayj ydope noA

alojaq sbuipuly Aw 1apisuod noA jeyj Juepodul si j| “sjuswadlels asay) 10} AJljiqisuodsau jeuly
aAey noA siaquidjy pajoald sy 'spuny olignd jo diyspiemals sji 10j sjunodae Ajuoyiny ayj ysiym
Aq sueaw juepoduwi aje Juswajels adueulaAob jenuue pue sjuawajlels |eloueul s, Ajaoyiny ay

sjuawaje)s |eioueuly

Page 18



uodal aoueulanob [enuuy

uolIssIWWo) JIpny

"SjuswWale]s |eloueul) 8Y) JO Jipne Aw WoJj JO 81eme We | Jey] UOIBWIOoUl JOYJ0 YlIM JUS)SISUOD Sl B

pue HIoMawelH JUBWUIBA0L) |ED0T Ul 8DUBUIBA0L) poos) BulaAlleg 3OV 10S/V4dID 4o sjuswalinbai sy yum sajdwoo ) =

:Jey} WUIJUOD UBD pue JuslWalelS 9O0UBUISAOL) [BNUUY 8Y) POMBIASI SABY | |OJJUOD [BUISIUI JO SSBUBAI0S)S

[ledaA0 8y} uo uoluido ue Buissaldxa jou we | ‘Jpne Aw 9)9|dwod 0} aw 10} A1essadau Juaixa ayj 0} Ajuo Ajlioyiny ay} JO S|0JU0D By} pa)sa) aAey |

‘gonoeld Ul 8AI08Y S pue slenbape Ylog ale |041u09 |eloueUl) [BUIS]UI JO SWB)SAS 8yl 1ey) Jjasi Ajsnes o) aoe|d ul sjuswabuelie
ajenbape 1nd sey Ajuoyiny ay} Jayjaym Japisuod 0} si Joypne JnoA se Ajjiqisuodsal Ay -eonoeud ul ssauaninoays pue Aoenbape Jieyy Jojiuow
0} sjuswebueule Jadoid aoe|d ul Ind 0} pue [0Jju09 |eloueul) [BulBlUI JO SwBlsAs Juswsa|dwi pue dojaaap 0] Alioyiny ay) Jo Alljigisuodsal ay) sty

|OJJUOD |euldlul ul sassauyeam juediiubig

‘uonuaje InoA 0} Buug 0} senssi Juesiiubis Aue paijuapl Jou sey bunsa) Aw ayep o
‘pajels Ajjoaliod

Aljeusjew aiam sjuswale)s |eloueul 8yl ¥oayo 0} Buljsa) uonjoesuel) yoouapun os|e |
‘Al@Anoaye paonpoud aq

0] sjunoooe dnoub ajgeus 0} |IDUNOYD By} AQ pash $$800.1d UOIIEPI|OSUOD BY) PAJEN|BAS |
‘ainjonais Bunelado

pue juswabeuew ‘[eba| s Buipnjour dnoib ay} Jo Buipueisiapun Aw pajuswnoop
pue sannua dnolb Jo uonedlUspI PUR JUBWSSSSSE S |IDUN0YD) dY) POMBIASI |

SJUN022Y dnoug

‘uonuaje InoA 0} Bulg 0} senssi Juesiiubis Aue paijuapl Jou sey bunsal AN
‘suoljoesuel) Jo-auo jueolyiubis Aue Buimainal pue saLijue jeudnol Buijse]; =

pue ‘ueaA 1ybu ayy ul pasiubooal usaq pey ainiipuadxa pue swooul jey) bunse) =
‘sojewnsa bununoooe jo bunse); =

-:papnjoul siy} ‘pajels

Anoo11090 Ajjelislew alem SjusWLIE]S [BloURUl 8] 18Ul 08yo 01 Buise) joolepun os|e |
"JUSLLIUOJIAUS [elouBUl) JapIM 8y} 0] Bune|al

sysu Buniodal [eloueuly 8y ebeuew 0] aoe(d Ul S|0U0D JUBWSBEURW 8Y) PBIEN|BAS |

sainssald [eloueul

sBulpuyy pue sysiy

-1 ®IqeL

Page 19



uodal aoueulanob [enuuy

uolIssIWWo) JIpny

1O Malnal dopisap e pajonpuod aouls sey Janje ) oyl Jo)sibal jJ@sse ayj ul Jou Jng 1a1LId}
Auadoud ay) uo paplodal a1am Jey) S}I9SSe gZ| JO B0} B palijuspl UONel|Iouodal 8y |
"pne siy} Jo 8SIN0d 8y}

Bulinp usaq sey 1ng ‘pala|dwod usaq jou pey Ajeniul siy| -Ja)sibal Josse ay) 0] JoLlIs)
Auadoud ay) Jo uoljelIDUOIal B 8Yepspun 0} Janje A 8y} pajonlisul Os|e pey [I0uno) ay |

‘suolien|eA 90y pe pue |[euolippe jno BulAued uoj sjesodosd ayy e

pue ‘weiboid Buijjos ay) Bunusws|dwi Jo} sjuswebuelle ay)} e

‘smalnad uonen|eA jo welboud Buljjos sy} Joj ABsjens pasodoud sgenjep ayy e
:slepew Buimoj|o) ay) apnjoul Jou pip 31 Ajjesioads Jodal
BU) Ul papn|oul JoU SeM 1l ‘YI0M 3y} usyeuapun pey JanjeA ay} ybnoyye jeyl paiiuapl
suononJisul paalbe ay) jsuiebe Lodal pue 8)edi1uad uonen|eA ay) Jo malnal A
‘1odal uonenjea ay) buinssi
alojoq BunLm ul 9S8y} WUIILUOD 0} pUB [1I9UN0) 3y} Ypim juswabebus Jo suononisul
J1oy) saibe 0] paldinbal si Janje ayi siyl Jo Ued sy "welboud Buljjos Jeak oAl
e ybnouyy pae|dwoo si siy| -oljoplod Auadoud syl jo uonenjea e ayeuapun 0} Aouaby
wswdojanaq Aeqlo| syl ulyym wea) Juswabeuew jasse ay) pakojdwa [IoUNo0) 8y

Buipui4

uoday sianjep

sJa)jew J8Yl0 :Z 9|gel

"Z 9|ge ul Jno }8s se uonuaje InoA 0} Buliq 0} sanssi Buimo||o) 8y} aAey |

1S8J8)Ul 90UBUISAOD JO Slejew Jpne Jayj) =

"suonoesuel) Aled pajejal pue SuolewWIIUO0D [BUIS)XS ‘suoneinbal pue sme| yjim aoueldwod ‘pnelj
1noge sanssi ‘e|dwexs 104 ‘eoueuIanob yym pableys asoy) 0} pajesiunwiwod aq 0} spepuels Bunipne Jaylo Aq palinbal Ajjeolyioads sieney =

‘saonoeld Bununoooe InoA Jo sjoadse aAnelend =®

‘Buimoyjos ayy Buipnjoul ssasoud Buiodad jeloueuly

s Aluoyiny ay; Jo 1ybisiano InoA 0] Jueoliubis ale 1ey) sienew Jaylo pue Jipne ay) wol sbuipuiy jJueoyiubis NoA 0} 81ed1unwWWod 01 paJdinbal we |

sJajew Jayjo

Page 20



Jodas soueusan0b [enuuy uolIssIWWo) JIpny

a1 Jo sjuswalinbal ay) 1@8W J0ou pIp 8InNsSo|osIp SIYL ° paJinbal si uonoe Jayun)
2JBUM YJOM S [IDUNOD 8Y] JO SBaJe, papnjoul }l Jey) PaJou SOV S,|Iouno) ay) Jo malral A (SOY) uBWS)LIS 80UBUISAOL) [eNuUUY

‘papuawe usaq sey ajou ay |
"WiZ'g3 10U pue WG 3 s1109/01d YINOA plalpiied Jo Juswuriedwi ay) e
pue ‘Wg 3 10U pue W Z3 Sl UNoD uoibuyoo) Jo Juswliiedwi ay) e
-:8J0JJ8 |eollawNU BUIMO||0) B8} paulelu0D 8)oU 8y | $8ss07 Juswuledw| — £f 810N

"9]0U 8Y} 0} pappe Uaaq 8ABY S8INSO|oSIp [euolIppY
‘9)ep 0] dn pue jueAs|al aie pue spew ale suoljeie|oap |e Jey} ainsus 0}
pamaIABl 8Q P|NOYS SUONEIB|08p Joquia|\ puUNoJe S|0JIU0D JBY] Paliiluspl 0S|e MaIAal INQ
"8p0D V4dID @Y1 10 §°¢ J81deyo pue $z Syl Yim soueldwoos ainsus o) papuedxe
8 0} papasU S8INSOJOSIP 8Y} JO JaquInU & Jey) Paliluapl L 8J0N JO MaIABI INO seljed paje|oy — Zi 910N

‘sisAjeue 1091100 8y} 109|}8) 0} papuswe usag sey ajou ay |
‘WE' 03 10U pue W/ 03 9)els pjnoys suonngLiuod [eude) e
pue ‘WL 03 Jou pue w/ 03 a)els pjnoys pasn sjuelb jeyden e
‘W' 03 10U pue WQF 9)e)s pinoys paAieoal sjuelb jeyden e
-:paJinbal alem sjuswpuswe Buimojjoy 8yl "jou

sem sisAjeue ay} 1081100 sem 92UBAPY Ul S}dI9oay sjuels) [eyde) uiyim suonnguuod
pue sjuelb [e10] 8y} ybnouylje 1eyl paiyiuapl Jeak ayj ul JuswaAow juelb Jo mainal INQ SJo)Ipal) - ZZ 910N

"sisf|eue 1084100 Y] 108|j] 0] papuswie usaq sey a)ou ay |

"9]0U 8Y1 UIyIM pasojosip Ajeieledas ag pinoys asay| 's8lpoq SHN
pue saljloyine [eo0] Jaylo o} Bune|as seouejeq payiuapl siojgep Alpuns jo Bunss) InQ si0198( - 0Z ©10N

‘papuswe usaq sey ajou ay |

(WQ'S3) sJoigep 0z S10N Ul umoys ainbiy 8y} Yum Jus)sisuooul
sem (W/'03) 91 SIO0N UIyym sioygap wua) Buoj Joy ainbiy aAiesedwos 00z [Mdy | 8yl SjuswWNJsSu| [eloUBUI{ — 9| S10N

‘lelisyew A[aAos||0o
10 AjjenpiAipul Jou aJe sanjeA Jiay) 1ey) seoueinsse papiaoid sey yolym s}asse asay)

Page 21



ol

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

Jaquialdag o¢ Aq podal Aw a1a1dwod 0] 10adxa | "921O PNy |euoneN 8y} Aq palioads sainpasold ay) paje|dwod jou aAey | Jaquaidag Yol e sy
"UJNjaJ SJUNOJJY JUBWIUIBAOL) JO BJOYAA JNOA Uo 8210 PNy |euoiieN 8y} 0} Jodal pue majAal OS|e | ‘Sjuswalels |ejoueul) 8y} uo yiom Aw apisbuoly

SJUNO022Y JUBWIUIBAOL) JO S|OYM

‘sjuswiale)s |eroueul} ay) Loddns 0} papiaoid 8q pinoys |ied; Ipne [|n} e apiaoid jey siaded Bunjiop)

‘2]ep 0] dn pue JueAs|al 8l pue spew aJe SUOIeIRDapP [|B 1By} 8INSuUd 0] pamalAal 8q P|NOYS 1SaJalul JO SUOleIeo8p Jaqual\ punoJle sjonuo) €y

‘Aous)sisuod ainsus 0] siaded BujIOM pue SJUNODOE BY) JO MBIASI [BUl) B J0J 8WI) JUSIoINS apnjoul pjnoys uejd UMOpPasOo|d SJUNOJJE 8y ZY

"SUOIJONJISUI JIBY) JO Sjuswalinbal ay) passalppe sey JanjeA ay) Woly SaAI9dal JI Jodal 8y} Jey) 8INsuUs 0} paau |IoUNoD 8yl Ly

sjuswale)s

[BIOUBUL BY} 0} ¥OE(q |IBJ] Jipne 8y} sjeljsuowap 0} pajeald aq o) pey siaded Buiyiom

[euonippe S8duejsuUl BWOS U] ‘palinbal sem uolesiiel Jayuny Sased 8say) Ul pue Jes|o
10U SJOM S]USWA)E]S [eIDUBUI BY)] JO Seale awos Joddns o) papinoid siaded Bupjopp siaded Bunjiopn

" senss| JuedliubIg, Yim paoejdal pue paAowal Usag MoU Sey UoIoas
SIYL " JUBWIUIBAOE) [BI0T Ul 82UBUIBAOL) POOE) BulisAlja@ Ylomaweld JOV10S/V4dID

Page 22



Ll Jodas soueusan0b [enuuy uolIssIWWo) JIpny

‘'sabua)|eyo jeroueuly Buisealoul
By} Ssalppe 0} JUBIoIYNS Jou B1am
aouew.lopad [eloueuly Jo sueld

[EIOUBUY JBU} YSII B SEM 818U | ‘2lninj a|gqesssalo) sy} J0) ajelado

0] ©NUIjUOD 0} I SB|geUS Jey} uolisod |eloueUl) 9|qels B 8Indas
0] pue ‘saniunyoddo pue sysi [eloueuly Aj@A0ae abeuew
0] sassa204d pue swa)sAs jsnqol sey uonesiueblio ay |

‘sieak maj Jxau ay)
Jano sueld |eloueuly s}l BuliaAlidap
ul sebus|jeyo jueoiiubis

"9AIj08)Je 8lom sjuswabuelle s [Iouno) ay) paoe} |1ouNoY 8y} ‘ewooul :¢H/110¢ 10} SNoo4

1ey] pepnjouod | ‘siuswabuelle [0)U09 [elouUeUl O S82IN0S J8Y10 Ul suolonpal ‘9dusl|isal |eloueuly
pue aoueuIaA0Bb |eloueul) ‘Buluueld [eloueuly Se ||om se ‘Juswulanob a1ndss 0} soe(d ul sjuswabuelle sadoid sey uonesiuebio sy |

JO s108dse 8102 8y) U0 PasNo0) YoM A\ [esjuad wod) Buipuny ut SINd YUAA aoualjisal |el1dueuld *|

CITETE)

sBuipuly Aw pue eLId}ID UOISN|2U0d A3uow 1o} anjep € d|qe

"1 Xxipuaddy ul uoisnjou09 Jelp AW apnjoul | 'S824N0Sal S} JO asn
B} Ul SSBUBAI0aYe pue Aousiols ‘Alouoos ainoss o) sjuswabuelle Jjadoid sey Alioyiny ay) jey) Bunels uoisnjouod palljenbun ue anssi 0} pusjul |

‘payuspl | sysu ey}
Jo yoes Buissalippe yJom Aw jo sBuipul) syl Buipnjoul ‘eLIsIIO 0M] 8Y) UO UOISNOU0D AW MO|8g 1N0 18S SABY | "UOISN|OU0D AW 0] JUBAS|SJ 8JoM Jey)] SYSl
weoubls ay) noA 0y payuodal | ue|d Ipny Z10zZ Aenuga4 Aw uj "uoissiwwo) ay) Agq pailoads eusiud om) ay) isuiebe sjuswabuelle JNOA SSasse |

"uoisn|ouod
Aauouw 10} anjeA ay} siI SIY] "S9241n0Sal JO SN S} Ul SSBUDAIIAYD pue Aouaildlyd ‘Awouods
Bulinoas 10} sjuswabuedse sadoid ase|d ul 3nd AJuoyiny ayj} 18yjaym apn|auod o} palinbali we |

Asauouw 10} anjepA

N



r4) Jodas soueusan0b [enuuy uolIssIWWo) JIpny

"1JoUSQ WNWIXew Jidy} 0} pasn ale sadInosal
ainsus 0} sjuswabuelle pue pasijiold

aJe $921n0sal moy Buipnjoul spuny s sebeuew
[IDUNOD) Y} MOY JO JUBWISSOSSE UB POAJOAUI
SIY] ‘SSausAoays pue Aouaiole ‘Awouods
saJnoss I moy Buibuajieyo Joj sjuswabuelle
Jadoud sey [19uno) ay) Jey) papnjouod |

‘AAnonpoud pue Aosuaiols Buianosdwil

Aq pue suononpal 1500 Buinaiyoe Aq ajdwexs 1o} ‘syabpnq
Ja1ybn uiyum seoinosal sy buisinuoud si uonesiuebio ay |
“CL/110¢ 10} SNO04H

"SSOUBAI08YS pue Aoualole ‘ALou0od S8INd8s 1l

moy Buibus|jeyo Jo} sjuswabueuse tadoid sey uonesiuebio ay |

SS9UDAIJ0aYd pue Aduaiolye Awouoos Bulnoag g

BLI9)ID

Page 24



gl Jodas soueusan0b [enuuy uolIssIWWo) JIpny

‘'sBuines Aouaiolys jeusajul Bulurene 109)18. 01 (%8) 000°Q1LF JO d1egal e pied sey UOISSILWIWOD 1PNy 8y ., %
()

000'6523 000°1L923 0001923 lejol w

(pajewnse) 000°0€ 3 000°9€ 3 000°9¢ 3 suinjal pue swiely O
000°6223 000°6223 000°6223 AHIPNY

(3) ZL/L1L0Z @9} poyoadx3 (3) ZL/L1LOZ @94 pauueld (3) @84 ajeos jeuibuQ I

s994 't 9|qel

"9} pauue|d 8y} UIYIM Jipne ay} 8)9[dwoD ||IM |

‘ue|d ¥pny Z10Z Ateniga4 ayj ul as} Jipne pauue|d Aw pajiodau |

S99




147

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

"S10])IpNYy J0} SpJepuelS [edIylg s pleog saonoeld Bunipny syl yum Ajdwoo o] sw aiinbal spiepuels asoy |

‘(puejal| pue yn) Bunipny Uo spiepuels [euoljeuIalu| pue me| ajgedijdde yjiM 80UBpIOdo. Ul SJUSWSER])S |BIduURUlL ) Uo uoluido ue ssaidxa pue
upne o) si Ayjiqisuodsal A\ “MaIA diey pue anJ) e aAIb Asy) 1ey) pausnes Buleq Joy pue ‘wopbury palun a8yl ul Bununoooy Aloyiny (2007 Uo 8oNnoeld
J0 8p0D DVYVSY1/V4dID @4l ul 1o 18s se saonoeid Jjadoid yim aouepiodde Ul ‘Sjuswa)e)s [BIouBUl 8y} SapNjoUl YdIYM ‘SJUN0DY JO Juswslels ay) Jo
uonesedalid ay) Joj 8|qisuodsal SI 1921 |_IOUBUIH JBIYD 8] ‘salijigisuodsay S 4901 [elouBul4 JaIyD 8y JO Juswalels ay) ul A|iny aiow paulejdxs sy

Jojipne pue 1221J0 |eldoueuld Jaiyo ayj} Jo sanjigisuodsal anndadsay

‘0L0Z YoJep\ ul uoISsIlwoD
upny ayl Agq paysiignd saipog pajpny pue siolpny JoO salljiqisuodsay Jo Juswalels ay) Jo g ydelbesed ul no }as se ‘esod.ind 1ayjo
OU 10} puB 866 10V UOISSILIWOD UPNY 8y} JO || Hed Ylm adueplodde ul [1Iouno)) Aeqlo] Jo siequiaw ay} 0} A|9|os apew si Jodal siy |

"ZL/11L0Z wopbury pajun 8y} ul bununoody Ajuoyiny |00 UO 8d)j0kId JO P09 DVYVSY1/V4dID dul

pue me| a|geoljdde s| uonjeledald Jioy) ul paljdde usaq sey ey} yJomawel) buipodal [eloueul) 8y "S8J0U pajelal 8y} pue pun4 uoloa||0D
pue Juswale}s moj4 yse) dnois pue AjLioyiny ay) ‘1@ays aouejeg dnols pue Ajioyiny ayj ‘Juswaiels ainjipuadxg pue sawoou|
aAIsusyaidwo) dnois) pue Ajlioyjny ay) ‘JuUswaielS SaAIaSayY Ul Juswano dnois pue Ajuoyiny ay} asdwod sjuswale)ls |eloueul)
9yl ‘8661 10V UOISSIWWOD 1PNy 8y} Jepun Z1.0Z YoJe| LS papus Jeak ay) 1o} |Iounod) AeqJo| JO Sjuawiale)s [eloueuly 8y) palipne aAey |

sjuawaje)s [eloueuly ayj uo uoluidp

TIONNOD AVEYOL 40 SY39INIIN FHL Ol 140d3d S AHO0LIdNY LNJAN3Id3ANI

}JJodal s Jojipne
Juspuadapul Jeiq — L xipuaddy

Page 26



Sl

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

‘866 1OV UOISSILIWOY PNy 8} JO g UON0as Japun jsaiajul oljgnd 8y} ut yodal e enssi| =

12002 @unr ul 30V10S/V4dIO Aq paysiignd yiomewiel 4
B :JUBWIUJBAOS) |E00T Ul 82UBUIBAOS) Poos) BulaAle@, Yim aoueljdwod 108)484 Jou S80p JusWwalels 8oueuIdAob [enuue ay) uojuido Aw ui =
:J1 noA 0y odal |

uondaosxa Aq podaua | yoiym uo siapep

"SJUBLUBIE]S [BIOUBUILL 8Y) YIM JUS)SISUOD
si pajedaid ale sjuswale]ls [IOUBUL Y] YOIYM o) Jeak [eioueull ay) 1o} pJomalo) Alojeue|dxa ay) ul usAlb uonewlojul ay) ‘uoluido Aw uj

sJajjew Jayjo uo uojuido

"Z1/110Z wopbury
pajun 8y} ul bununoody Aloyiny eS0T UO 8210BId JO 8p0D JVVSY1/VAdID a4l yim asuepltodoe ul Auadold paledaid usag aney m

pue papus usay}
JeaA ay} Joj) swooul pue ainjipuadxa S}l JO pue ZL0Z YoJep\ L€ 1e se dnols) ay} Jo uonisod |eloueul) 8y} JO MaIA Jiej pue anije aAlb =
‘papua uay) Jeak
3y} JO} BWODdUI pue ain}ipuadxa S}l JO pue Z10Z Y2Je|\ LE e se [1ouno) Aeqo] Jo uonisod |eioueuly 8y JO MBIA Jiey pue anJ} e aAI6 =
'SJUBWIB)E]S |eloueul) 8y} uoluido Aw u|

sjuawaje)s [eloueuly uo uoluido

"lodals Aw Joj suoneosidwi sy} JOPISUOD | S8I0US]SISUODUI JO SjusWale]SsIW

|leusjew Juaiedde Aue Jo aieme awooa( | J| "SIUSWAJE]S |BIOURUIL Pa)IPNE 8y} YlIM S8I0U8)SISUODUI [BlIS)ewW AJijuapl 0} PIOMSIO)
Alojeue|dxa a8y} Ul UOIEWIOJUI [BIDUBUI-UOU pUR [BIOUBUI 8U) || Pead | ‘UolIppe U] "Sjuswalels [eloueul) ay) Jo uonejussaid |[eJano

8y} pue 48O |eloueul JalyD ay) Ag epew sajewnsa Bununoooe jueslyiubls Jo sseus|geuoseal ay) ‘pasojosip Ajgjenbape pue paijdde
Apu81sISuoo usaq aABY pue S8oueIsWwNolIo S.dnols pue Aloyiny ay) o) sleudoidde ale saioljod Bununoooe ay) Jayloym :JO JUSLISSBSSe
ue sepnoul SIYy| "J0Jl8 Jo pnely Ag pasned Jayjaym ‘JusLla)eIssIiW |elisjew Wolj 9a1) ale Ssjuswale)s |eloueul) ay) Jey) aoueinsse
8|qeuoseal aAIB 0] JUSIOILNS SJUSLWS]L]S [eIoURUI) 8Y) Ul S8INSO|OSIP puB SjuNowe ay) Jnoge 8ouapIAs Bululelqo S8A|0AUI Jipne Uy

sjuawaje)s [eloueuly ayj Jo Jpne ayj} jo adoosg

Page 27



9l

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

"'SSBUBAI0BYS pue Aoualols ‘Awouods saindas I moy bulbusjieyo =

pue ‘eoual|isal [eloueul Bulinoss =

:10} sjuswabueuse Jadoud sey Aluoyiny ay} Jayjeym 0} Se ‘| L0z J18qojoQ Ul uoissiwwo) Jpny ay} Aq paysiignd

‘el1s110 palnads ay) uo asuepinb ay) 0] piebal Buiney ‘@o10eld 1PNy JO 98P0 3y} YIIM 82UBpIOII. Ul Jipne Aw uayelapun aAey |

uoISN|2uod Jo siseq

‘AloAnoays bunesado aie saainosal

JO @SN S)I Ul SSBUdAIJ0aYe pue Aouaiolyse ‘Auouods Bulinoas 1oy sjuswabuedle s Aluoyiny ay) Jo sjoadse ||e Jayloym ‘palapisuod

| ©ABY JOU ‘19pISU0D 0} palinbal Jou We | "S82JN0Sal JO 8SN S)I Ul SSBUBAIJ0aS pue Aouaiolys ‘Auwouods Bulinoas 1o sjuswabuedle
Jadoud aoe(d ul ind sey Ajuoyiny ay) jey; Buipnjouod woly aw jusAald yoiym uonusje Auw 0} awod aAey siapew jueoyiubis ji podal |

"UoISSIWIWOD
1pny a8yl Ag pauioads elalo Jueas|al 0} piebal Buirey ‘sjuswebuelse Jjadoid o) Bunejal uoisnouod Aw noA o) uodal 0) sw salinbal
UOISSILLWOY PNy 8yl Aq panss! ao1joeid PNy 10 8p0) 8y 'S80In0sal JO 8sn S} Ul SSauaAlloale pue Aousiolle ‘Awouods Bulinoses

J1o} syuswabuelie Jadoid spew sey Ajuoyiny 8yl 1ey) JjasAw Ajsnes 0} g6 10V UOISSILUWOD JIpNy 8yl JO G U008 Japun palinbal we |

‘sjuswabuele
9S9U] JO SSBUBAIDaYS pue Aoenbape ay) Ajejnbal mainal 0) pue ‘eoueusanob pue diyspiema)s Jadoid ainsus 0} ‘s82In0sal
JO SN S}l Ul SSBUBAI08YS pue Aouaioie ‘Awouods ainoas 0} sjuswabuedle sadoid aoe|d ul Buind 1oy s|qisuodsal si Ajuoyiny ay |

Jojipne ay} pue Ajioyiny ayj jo sanljiqisuodsal aAjoadsay

$921N0S3l JO 3SN 9Y} Ul SSAUDAIJOYD pue Aoualdiyd ‘Awouodsd Bulinoas 10j sjusawabuede s,AjL10yjny UO UOISN|OUO)

‘sjoadsal asay) ul odal 0y Buiyiou aney |

"8661] 10V UOISSILLWOY PNy 8y Japun Joypne ay) Jo siamod [eloads Jaylo Aue asioioxa| =
10 ‘asuodsal ul 8ye) 0} UoIOe JeYyM apI1oap 0} pue Bunssw
ollgnd e e 1l Jepisuod 0} Allloyiny ay) salinbal 1ey) suo Se uoliepuswiwodal Aue ga6 | 10y UOISSILUWOD PNy 8Y) JO | | Uonoes Japun ajeubisep| =

Page 28



Ll

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

210z Jequisydss 61

Md8 ZX3 uoAeQ
Ja)exg

)led ssauisng ploje
9s0[D YblapsnT

HnoQ wisyus|g y-¢
uoISSIWWO) JpNny

Jo)pny Jousig
SWel||ip unjy

"UOISN|OUOD ABuoW JoJ anjeA AW UO JO SjusLWS)L]S [eldueUl 8y} UO 108))e |elisiew
B 9ABY 10U S0P YIOM SIY] 1Byl palisiies we | “yoed uonepljosuod Sjunoddy JUSWUIBA0S) JO 8J0YAA S.Alioyine ay) Jo 108dsal ul Juswale)s
aouelnsse Aw anssi 0] A1essaoau yIom ay) pa1e|dwiod aAey | [UN 8)1e21L8D JIpNe Ue aNnss| pue Jipne 8y} apnjouod Ajjewlo) jouuen |

Jipne ay} jo uona|dwod Jo uonesiluad ul Aejaqg

"Z10Z Y2JB\ LE papus Jeak ay) 40} S82IN0Sal JO 8SN S)I Ul SSOUBAIJOBYD
pue Aouaioiye ‘Auouods aindas 0} sjuswabuelle Jadoid aoe|d uil 1nd j1IouUno) Aeqlo| ‘sjoadsal Jueoyiubis (e ul ‘jey) paysies we

| ‘L LOZ 48q0100 Ul UoISSIWWO) JIpNy 8y} Aq paysiignd eLeyuo paynads ay) uo ssuepinb ayy 0} piebal Buirey yJom Aw Jo siseq ay} uQ

uoisnjouo9n

'S92JN0SAI JO 8Sh S)I Ul SSBUBAIIDBYS pue Aousiolye
‘Awouoos aindas 0} sjuswabuedle sadoid aoeld ul ind pey Ajloyiny ay) ‘syoadsal Jueolyiubis (e ul ‘Jayjaym uo MalA e wioj 0} Alessaoau
PaJapISUOD | SB YJOM YONS JOoouapun | ‘JUsWSSasSe Ysi AW uo pasegq "ad1joeid lpny JO 8p0D ay} YUm aouepiodde ul yiom Aw pauueld |

"'Z10Z Y2Je\ LE papus Jeak ay) 4o} S80Inosal
JO @SN S]I Ul SSBUBAIDaYS pue Aoualoiye ‘Awouods Bulinoss 1oy sjuswabuelle Jadoud aoe|d ul ind Ajuoyiny ayy Jayieym jjasAw bBulhjsies

ul 82110BId JIPNY JO P07 8y} Japun JapiSuod 0} sW Joj A1essadau asoy) S BLIBJLIO 0OM] 9S8y paulwialep Sey UOISSILIWOY JIpny 8y

Page 29



8l

uodal aoueulanob [enuuy

uolIssIWWo) JIpny

Page 30



6l

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

pue ‘siayjo Jo sioje|nbal ‘sijsAjeue ‘seakojdwa
Jawloy ‘seakojdwa AQ pajediunwiwod sjuawale)s |eloueul) s Ajius ay) Bunoaye ‘pnely payoadsns 1o ‘pnel) Jo suoneba|e Aue Jo abpamouy A =
{SjusWwale)]s |elouBUL BY) UO J0948 |elidlew e 9ABY PIN0D pnel) aiaym
SJBY}0 1O |0JJU09 |euldlul Ul $ajod Juedliubis aaey oym seakojdwa ‘Juswabeuew Jayyie BuiajoAul ‘pnely paoadsns 1o ‘pnelj Jo abpamouy A =
:pasO|oSIp 9ABY | JBY} WJILUOD OS|e |

"JOJ19 10 pneJ} J08)ap pue JuaAaid 0} |0Jju0d |eulalul Jo sdueudjUlew pue uonejuswsajdwi ‘ubisap ay} Joy Ajjiqisuodsal Aw abpajmouoe |
sanue|nbalij

‘Aioyiny ay) Ag usyeuapun suonoesuel) ay) ||B Sjuswa)e)s [eloueul ay) Ul paplooal
pue pajos|je. Aluadoid aaey | upne JnoA jo asodind ayj Joj Ajuoyiny 8yl ulylim suosiad 0] SS800E pue UONEBWIOLUI JUBAS|S. ||B 8|qe|IeAR SpeW aARY |

sp1o2aa Buiuoddng
"S]UBWIS).]SSIW Pa)08.Ilodun ouU ale alay |
sjuawidje)ssiw pajoaliooun

'noA 0} suonejuasaidal

ajelnooe Bunpjew Joj pue ‘noA 0} papiroid uonewojul ay) Jo ssausle|dwod ay} Joy ‘Aluoyiny ay) jJo souewuouad |eloueul) pue uonisod |[eioueuly sy}
10 MBIA Jiej pue anJ] e aAIB yoiym wopbury palun ayl ul Buinunodoy Alioyiny |e207 UO a21j9e14 JO 9p0D 8yl pue | |0z suonenbay (pueljbu) upny
pue SjUN022Yy By} YIIM 80UBpIOdD. Ul Sjuswa)els |eloueuly ay) Buliedald 1oy saiuoyine Aiojniels Jueas|al ay) Japun Ajjigisuodsal Aw pajiyny aAey |

sanuoyine Aiojnjels ayj ym asueldwon

‘2102 YdJeN LE papus Jeak ay) Joj sjuswalels |eloueul) s AJL10yINy 8y} JO Jipne JnoA yim uoijoauuod ul noA o) uaalb suoljejuasaldal
Buimoljo) ayj ‘1ouno) Aeqio] Jo sJojoalip Jaylo Jo sauinbus ajelidoidde spew Buiney ‘Ja11aq pue abpajmouy Aw Jo 1s8q 8y} 0] WLIJUOD |

Z10Z Yo4e\ LE papua Jedk ayj 1o} Jipny - [1ouno) Aeqio]

uoijejuasaidai Juswabeuew
JO 13})9] Yeuq — g xipuaddy

Page 31



114

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

"SjualWale)s |eloueUl 8Y) JO 81ep 8y} 0] Juanbasgns SJUBAS JUBAS|S ||e SJUBLWSE.)S [eloUBULL 8U) Ul PaSO[osIp Jo Joj paisnipe aAey |

SJUAAD Juanbasqng

"9poD) a8y} Jo sjuswalinbal syl YjIm 8ouepIodo. Ul suoioesuel) pue sdiysuoneas yons pasojosip pue Joj pajunoooe Ajgieldoidde eaey | "aleme
Wwe | yolym Jo suonoesuel) pue sdiysuonejas Aued pajejal ayj ||e pue saied pajejal s Allloyiny ay) Jo Alijuspl ay) pasojosip aAeY | 1Y) WUJUOD |

suonoesues} Ajed pajejoy

‘|eJeie||00 se pabpald s}esse pue ‘S}JasSe U0 S80UBIqUINOUS 1O SUSI| Y] ‘S}OSSE ‘I9A0 |0JJUOD 1O ‘0} B))I| ™=
"SJUBWIA)R]S |BIOUBUL) BY} Ul PAPN|oUl SBINSO[OSIP pale|jal pue ajewnsa Buipunoooe ay) isnlpe 0y Aluoyiny ay) sadinbal jusas jusnbaesgns oujeyy =
pue ‘apo) ay} Jopun ajeldoidde pue aye|dwoo ale ajewiss Buijunoodoe sy 0} Bunjeal sainNsoosSIp 8y} =

{$21NS0J0SIp pue sajewnsa Bununoooe ayy 0] JUBAS|I
aloym ‘Ajioyiny 8y} Jo Jjeyaq uo uonoe Jo $8sInod o110ads o Alied o} Ajljige pue jusalul s jJuswabeuew 109|jal Aj@leudoldde suondwnsse ayy =
‘poyew ayy Jo uoneoldde ul Aouslsisuod ay} pue ‘sjppow pue suondwnsse pajejal Buipnjoul ‘poylew Juswainseaw ay} Jo ssauajeldoidde ayy =

:WIUOD |
‘anjeA Jiej Je painseaw asoy) Buipnioul ‘sajewnsa Buizunodoe ay) Bupjew ul pasn suoidwnsse jueoliubis 8y} JO SS8US|qeUOSEa) BY) WILUOD |
sanjeA Jie} Buipnjoul sajew}ss Buiyunoosoy

“W}lomawely Burodal [eroueuly sjgeslidde sy} Yiim oUBpI0d0. Ul PASOJOSIP pUB 10} Pajunodoe pue Jojipne ay) 0}
paso|osIp Usaq aABY ‘sjuswalels |eloueul) ay) buledsaid usym palepisuod ag pjnoys sjoaye asoym ‘swiejo pue uonebiy| a|qissod Jo [enjoe umouy ||y

"90Uel|dWO09-UoU JO JUBAS 8Uj} Ul SJUSWIS)E]S [BlOUBUL BY) UO JoByd |ellajew B 8ABY p|noo jey} sjuswabuelle [enjoesuod
Jo syoadse |je yum palidwos sey Alloyiny ey Ajuoyine Jsyjo Jo uonenbal ‘me| Ylim 8ouUeplodo. Ul JN0 paliied uaaq aABY SJUBAS pue suoljoesuel |

"sjuswiale)s |eroueuly Buledsaid usym palepisuod ag pinoys sjosye
asoym ‘sonoeld Jo sepoo pue suonenbal ‘sme| Yim soueljdwod-uou pajoadsns 1o ‘eoueljdwod-uou JO SeouUBRISUl UMOUY [|e NOA 0} pasojosip aAey |

99130e.d JO S9pPO2 pue sjusawabuelle [enjoeIuUO0D ‘suolje|nbal ‘meT]

‘pPNnelj Jo 1nNsal e se pale)ssiw Ajjeuslew aq Aew sjuswialels [elouBull 8y YSU 8y) JO JUBWSSSSSE N0 JO S)nsal ay] =

Page 32



(14

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

ajeq
uonisod
aweN

paubig

"Z10Z Jequisydag @] U0 @anIWWOo) PNy ay) Aq pealbe pue passnosip usaq sey JaNg| Siy) 1ey) WIUoo |

[louno) Aequo] 1o jjeyaq uo paubig

Page 33



Jodas soueusan0b [enuuy uolIssIWWo) JIpny

‘pauIsdu09 piepuels Bunipne ayj ul
pajels asimIay]o alaym 1deoxe ‘A|dwoo 1snw siojipne yoiym yyim sainpasold [enussse pue sojdioulid oIseq uiejuod jey) g4y oyl JO sjuswasunouold

spJaepuels Bunipny
'ss9204d Buiipne sy} ul 82usplyuod J1|gnd 8INSUS 0} pUE UOIIBWIIOJUI [BIDUBUL JO SI9SN JO spaau Buidojaasp ay) 1@aw ey} Buiipne jo splepue)s ybiy
ysl|geisa 0} ale saA3oalqo s} "siojipne 0} aouepinb pajeloosse pue spJepue)s [edlyle ‘spiepuels Bunipne Buinssi Joj YN ay} ul 8jqisuodsal Apoq ay |

(adv) pieog saonoeid Bunipny

"J0}ipne |eulaixa ay} bunuiodde 4o} a|qisuodsal si UOISSILWIWOD UPNY 8y} Yyoiym oy Apoq v

Apoq pajypny

"8661 1OV UOISSIWWOYD JIpny ay}

Japun sanjigisuodsal Alojnjels Jisy} }J@aw 0} 8p09) dy} Jepun Jojipne ue AQ Jno palled Ylom |je sasidwod Apoq pajipne ue Jo SJunod9e ay} Jo Jipne ay |

sjunodsoe ayj} Jo Jpny

"saAI109[qo pue swie saloljod s Ajlioyiny 8y} Jo JuswaAaiyoe sy} spoddns jey) [013U09 [euls)ul JO swlsAs s Ajlioyiny 8y} uo Jodal jenuue ay |
JuBWIaje}S 9OUBUIBAOD [enuuy

‘[uoisnjouoo pue] uoluido 41y} senss|
Jojipne ay) alojeq adsueulanob yum pabieyd asoy) 0} pajussald sjuswalels |eioueul) 8y} Jo Jipne sy} wouy Buisue sisjew uo Jodal s Jojipne ay |

Joday 9oURUISAOL [enuUUY

"}JOM siojipne wodj Buisle senssi
Jueoiubis pue poliad ay) Ul INO paLLIED YIOM JIPNE 8y) SasIIeWIWNS Jey) Jipne ay) Jo uona|dwod ay) Jaye Aloyiny ayj 0} Jojipne ay) Aq panssi Jeye

13397 NpNy [enuuy

Alesso|9) — ¢ Xipuaddy

Page 34



€C

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

Juswajlels Alewud jenpiAlpul Aue JO 1X8]u090 8y) Ul palapisuod aq os|e Aew Ajljelialel) “eousn|jul Jejiwis B 8ABY PINOM }I JI [elisjew S| jJuawa)e)ssiw
e 9sIMay||| ‘Jodal s Jojipne 8y} JO 8aSSalppe Ue JO SUOISIOap 8y} 8ouanjjul Algeuoseal pjnom UOISSIWO S JI [eLSJeW S| J8)jew \/ "8|OYM B Se Sjuswale)s
[BlIOUBULL 8} JO ]X8JU0D 8Y) Ul Jopjew Jejnoiued e jo aouelodwi 10 8ouediubls aAijejal ay) Jo uoissaldxa ue, se Jdeouod siy) ssulep g4y 8yl

Ayjeusiep
‘suone|nBal pue sme| yum adoueldwod pue [0JjU0d |eloueUl) [eulsiul ‘suolnelado
JUSIDILS puUEB BAI1D9)JO JO oURINSSE 9|qeuoseal apiroid 0] saysiigeisa Aloyiny syl 1eyl ‘@sIMISylo pue [eIdueUll ‘S|0JIU0D JO WBISAS ajoym ay |

|oJ3U09 |euudju|

"Saljljud Pajjou09 Ajjulof pue sejeloosse ‘saleIpISqNs Sii pue AJLioyiny Ue Jo sjuawale)s [eloueul) pajepljosuo)

sjunodsoe dnoug

"wopbury payun
ay} ul Buunoooy Aluoyiny |BOOT UO 821j0BId JO 98P0 8y} pue | |0z suonenbay (puejbug) upny pue Sjunod2y ay} Yim asueplodoe ul Ajuoyiny
ay1 Jo uonisod |eloueul) pue aouewlopad |eioueul) syl Lodal yoiym ‘eledald 0y palinbai si Allloyiny syl 1ey) SJUNODDE. JO JUSWS]R]S |[enuue ay |

sjuawaje)}s [eloueul

"PauUIadU0D pJepuUB)S By} Ul pale)s asIMIay}o alaym }daoxe ‘A|[dwod jsnw siolpne yoiym yim
pue s)ipne Jo 1onpuo? ay} 0} Aldde jey) Auanoslqo pue Ajubeiul ‘eouspuadapul 0} Bunejal sejdiould oiseq ulejuo eyl g4y eyl Jo sjuswadunouold

spJepuejs |ediy33

‘pue|bu3 ul 82IAI8S Y)[eaH |euoiieN 8y} pue saijJoyiny [B20T JO} UOISSIWWOD HPNY 8y |

(ay3) uoissiwwon

‘Jusweled Aq panosdde pue uoissiwwo) Jpny 8y} Ag panssi sa1poq Juswuianob [Bd0] 10} 89130el1d HIPNY JO 9p0D 8y
(ay) apoo

"UoISSIWIWOY 1PNy 8yl Ag pajuiodde siojipny

(s)aoupny

Page 35



ve

Jodas soueusan0b [enuuy uolIssIWWo) JIpny

"SjuUSWIa)L)S [elOUBUL S) ‘WOJ) 8)eiedas INg ‘U0 PasSE( SI YOIYM JUSLLIUISAOS) [2207 PUB Saljiunwiwo)) Joj Juswiiedap ay) 0} yoed uonepijosuod
e Jwqgns 1snw Auoyiny ay] "se|dioulid Buipunoooe |eIoJaWWod Uo J0308S 21jgnd M N 8Jius ay) Jo) SJUN0D2E Pa)epPIjoSUod Jo 18s e 0] Bulpes| 108loid v

SJUNO022Y JUBWIULIBAOS) JO 3|OYM

"99)ILIWOD 1PNy S)I pue Aloyiny ay) JO SIaquisl 8y} SapNnjoul Wis) siy] “Ajoyiny ay) JO UOOaJIp pue [04JU0D ‘uoisiAiedns ay) YjiM pajsnijus asoy |

aoueuIdAob yum pabaeys asoy|

"sjoadse aAljeljuenb pue aAneljenb yjoq sey soueoliubis “sjuswalels [eloueul 8yl Jo Jipne Jisy) o) palidde
[9A8] AJjelia)ew ay) wouy Jayip Aew jey) aoueoniubis Jo |oAg] e jdope siolpne pue sapjijiqisuodsal Japim asay) o} saljdde eoueoniubis, Jo 1deouod ay |

aoueoliubig

"sjuswia)e)s |eloueUl 8y} uo uoluldo Jisy) Joaje AjliesSadau Jou Op YoIym ‘Sjuswiale)s [eroueul) ay) uo uoluido ue aAIb o) Ajljiqisuodsal Jisy) Se ||om se
‘@1n)e]S Japun sainp pue salljigisuodsal aAeY uolssiwwo) ay) Aq pajuiodde sioypny “sjuswalels [eloueul) ay) o) Ajuo saidde Ajjeusiew, wis) ay |

' sj0adse aAleluenb pue aanelenb
yjoq sey }l se ‘uoniuiep |eodnjewayiew [eisouab jo ajgeded jou S| Ajjelsiel\ "way) ul papnioul SWajl [enpPIAIPUI JO JO SJUSWSE]S |elouBUl) 8y} UIYIM

e 36

(@)
©

o



Gz uodal aoueulanob [enuuy

uolIssIWWo) JIpny

Buiob-uQ

9jeq

Buiob-up

Auoud

(1ebeuey Hoddng soueulaA09) AN aunp pue (JUelUNO2dY Jaiy)) sdijjiud ulen

Ayiqisuodsay

‘a]ep 0} dn pue jueas|al
ale pue apew ale suoljee|dap ||e Jey} 8INSud 0} paMaIAa] 8q PINOYS }S8J8JUl JO SUO(jeIe|dap JOqWB|A punoJle S|0Juo)

€ uoljepuaWWOIdY

‘ssaded BuJOM PUB SJUNOIJE JO MBIAS. J9ad apnjoul 0} SNURUOI - pa}dadoy sjusWwWon
€l0c¢ aunr ajed
wnIpapy Kuoud

(1uejuno2oy Jely) sdijjiud unep

Aypqisuodsay

Aoue)sisuod ainsus
0] siaded Buiyiom pue SJUNo0odE 8Y) JO MBIASI [BUI) B JO) W] JUSIDINS apnjoul pjnoys uejd uMopaso|d SJUNOJJe By |

Z UoljepusWwWoddy

‘'e1/210z 4o} parepdn aq 0} Lodal uonen|eA - paydadoy sjuswwon
€102 Yosep ajeq

(Jueyunoodoy ya1y9) sdijjiud uey Ayqisuodsay

wnipay Kuoud

"suolonJsul
Iy} Jo sjuswalinbal ay) passaippe sey JanjeA 8y} Woly SeAledal JI Lodal 8y) 1By} 8iNsus 0} pasu |Iouno) ay |

ue|d uonoy — y xipuaddy

| UOI}EPUBWIWOIDY

SUOIJEPUBWILIOIDY

Page 37



9C

uodal aoueulanob [enuuy

uolIssIWWo) JIpny

‘pabeinoous aq 0} siaded Buppiom Jo malnal Jead — paydeddy sjusWWon
€10¢ aunr ajeq
wnipa\ Kuoud

(Jueyunoooy jo1yo) sdijiiyd umey

Ajnqisuodsay

‘sjuswiale)s |eroueuly ay) uoddns 0} papiaoid aq pinoys |iedy upne [n} e apiaoid jeyy siaded Buiopp

# uonepUBWIWIOIDY

‘pamalnal 8q 0} ylom Jaded pue S|0Jju0d — PBJON

sjuawwo)

Page 38



r4%114
Jaquiaydag )N AOD UOISSIWWOO-}pNe MMM

UOISSILWWOI Wﬂ

‘Aued payl Aue =

Jo ‘Ayoeded |enplAipul J1By} Ul J821y0 10 Jaquiaw/iooalip Aue =

:0} Aujiqisuodsal ou 1deooe slojipny "Apoq palipne ay) JO asn 9]0s 8y} o}

pajedaid aie Aay | "sJ921}J0 10 Slaquiawl ‘SI0)0alIp BAIJNISXS-UOU 0] passalppe aJe siol)ipne pajulodde Ag paledaid suoday Apoq paypne ayj jo pue
sJojipne Jo sanljigisuodsal aAi0adsal ay) suie|dxa uoISSIWWOD HpNY 8yl AQ panssi salpog pajipny pue sJolipny Jo salljigisuodsay Jo Juswalels ay |

"UOISSIWIWOD 1PNy @ 1YybuAdoo abew
‘wea | Bulysiigng uoissiwwod 1pny ayy Aq uononpoud pue ubisaq
"'C1L0¢ uolssiwwod 1pny ©

0,0. 86. ¥¥80
|eo esea|d ‘ys1jBug uey Jayjo abenbue| e Ul Jo Jewlo) 8AlBUIS)E UB Ul Juswnoop siy) Jo Adoo e alinbai noA j|

Page 39



Agenda ltem 7

Title:

ORBAY
COUNCIL g :’ Ty

Public Agenda Item: Yes

Statement of Accounts 2011/12

Wards Affected: All wards

To:

Audit Committee On: 19th September 2012

Key Decision: No

Change to No Change to No
Budget: Policy
Framework:

Contact Officer: Martin Phillips
Telephone: 01803 207285

“B E.mail: Martin.phillips@torbay.gov.uk

1. What we are trying to achieve

1.1 To enable the approval of the Council’s Statement of Accounts for 2011/12 in
compliance with the Account and Audit Regulations 2011.

2. Recommendation(s)

21 That Audit Committee review the accounts and consider the External
Auditor’s report and opinion on the accounts.

2.2 That following 2.1, the Council’s Statement of Accounts for 2011/12, as set
out in pages 16 to 146 of Appendix 1 to this report, be approved and;

2.3 That following approval in 2.2 above, the person presiding at this meeting
shall sign and date the accounts on behalf of the Council, to represent the
completion of the Council’s approval process of the accounts, in the
“Statement of Responsibilities for the Statement of Accounts” shown on
page 18 of the Statement of Accounts

2.4 That Audit Committee (re) approve the Annual Governance Statement for
2011/12 as set out in pages 147 to 158 of Appendix 1 to this report.

3. Key points and reasons for recommendations

3.1 The Account and Audit Regulations 2011 require approval of the 2011/12

Statement of Accounts for the year ended 31 March 2012 by a committee of the
Council before 30 September 2012. For Torbay the Audit Committee can “on
behalf of the Council approve the annual statement of accounts” — report
156/2008 refers. In addition the Regulations require that the person presiding at
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3.2

3.3

3.4

3.5

3.6

the meeting shall sign and date the accounts. As a key part of this process the
Audit Committee will consider these Accounts prior to approval, and will also
receive and consider the External Auditor’s report and opinion on the accounts.

As required by the Account and Audit Regulations 2011 the Accounts were
“authorised for issue” by the Council’s Chief Finance Officer by 30" June 2012
and have been available on the Council’'s website since that date. The accounts,
as required by the Regulations, were available for public scrutiny for 20 working
days during July 2012. The Council’s External Auditor was also available from a
specified day to deal with any representations from the public.

The annual external audit of the accounts by the Audit Commission’s appointed
auditor, the Audit Commission, started mid July 2012 and will be completed by
30" September 2012. The Audit Commission are due to report on the Accounts
to Audit Committee in September which will enable members to consider the
External Auditor’s report in their review and approval of the Accounts.

Due to the timing of the external audit and committee meetings the Accounts
presented to Audit Committee in September are the Accounts as authorised for
issue in June 2012, updated for any issues raised by the External auditor or any
adjustments by Council officers up to the end of August 2012. If any subsequent
material alterations in respect of the accounts as presented to this Committee
are recommended by the External Auditor after that date then these will be
updated in the Accounts, along with any minor changes agreed with the External
Auditor, prior to publishing at the end of September 2012.

Council, in July 2012, considered specific reports on both revenue and capital
spending during the last financial year and those reports are consistent with the
financial information in the Statement of Accounts. The final Revenue outturn for
2011/12, after transfers to earmarked reserves was a breakeven position
therefore no balances were transferred to or from the General Fund reserve.

Following the Audit Committee meeting in June 2012, where the Annual
Governance Statement was considered, there have been a number of minor
changes to the Statement therefore, for completeness, it is recommended that
the Audit Committee (re) approve the Annual Governance Statement as set out
in Appendix 1.

For more detailed information on this proposal please refer to the supporting
information.

Paul Looby
Chief Finance Officer
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Supporting information to Report

A1.

A1A1

A1.2

A1.3

A1.4

A2.

A21

A2.2

A3.

A3.1

Introduction and history

The principal legislation relating to the keeping of local authority accounts is
contained in the Local Government and Housing Act 1989 and the Accounts and
Audit Regulations 2011. Local authority accounts are required to present a “true
and fair view” of the financial position of the authority. The audit requirements of
accounts are contained in the Audit Commission Act 1998.

The Account and Audit Regulations 2011 regulations require that the responsible
financial officer of the Council shall sign by 30" June each year the Statement of
Accounts and certify that it presents a “true and fair” view of both the financial
position of the Council at the end of the year to which it relates and its income
and expenditure. The Council’s responsible financial officer, Paul Looby, has
certified the accounts at page 19.

The Regulations also require approval of the Statement of Accounts by a
committee of the Council before September 30th each year. For 2011/12 in
Torbay this is the Audit Committee. In addition the Regulations require that the
person presiding at this meeting shall sign and date the accounts.

The Statement of Responsibilities for the Statement of Accounts to be signed by
the person presiding at this meeting is on page 18 within the Statement of
Accounts. The intention behind this requirement is that the signature of the
person presiding at the meeting shall formally represent the completion of the
Council’'s approval process of the accounts.

Whole Government Accounts Agenda

The requirement of the Accounts and Audit Regulations 2011 to "authorise for
issue” a (pre audit) copy of the Council’s Accounts by 30™ June is part of the
Whole Government Accounts (WGA) agenda. This is to ensure that all public
sector bodies produce their own accounts by 30" June each year. From these
accounts each body is required to complete an audited WGA return which
excludes all transactions and balances with other bodies, so that HM Treasury
can produce a set of accounts that represents the income, expenditure, assets
and liabilities of the whole public sector.

These requirements place pressures on finance and service staff to produce the
information required in a short time period. It should be noted that although the
Statement of Accounts is produced by Financial Services the support of service
staff, who order, authorise and control income and expenditure is vital in this
process. The Chief Finance Officer and his staff, again, recognise the support
given by service staff and without their support this timetable would not have
been met.

Group Accounts and Partnership Working
A key issue that affects the closure of the Council’s accounts is the requirement

to include the accounts of other bodies where the Council has control or
significant control.
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A3.2 The Council owns, or has influence on, a number of companies including TOR2,
PLUSS, Careers South West, English Riviera Tourism Company and new for
2011/12 the Economic Development Company. These are accounted for as
subsidiary or associate companies depending on the level of Council’s
control/ownership.

A3.3 This information will be consolidated within the Council’'s accounts as Group
accounts if material. It was considered that the Council’s interests in these
companies were material in 2011/12, which required the production of Council
“group” accounts alongside its “single entity” accounts. Although Group accounts
were produced for 2011/12, due to the value of financial transactions between
the companies, it may be considered not material to produce group accounts for
2012/13.

A3.4 This placed additional work on finance staff, both within the Council and within
the companies to produce information on an IFRS basis in a short period to meet
the deadline of 30" June. This was a particular pressure for the companies as
the timetable for Councils to issue accounts is six months earlier than the
timetable for Companies to issue accounts. The Chief Finance Officer and his
staff, again, recognise the support given by staff within these companies and
without their support this timetable would not have been met.

A3.5 The partnership for Adult Social care with the (then) Torbay Care Trust requires
the Care Trust to provide final account information to the Council promptly for
inclusion within its accounts. The information has always been provided within
agreed timetables.

A3.6 In addition the Council has to disclose details of all arrangements with other
bodies that could be classified as a related party or pooled budget arrangement
such as the Devon Audit Shared Services Joint Committee. It is vital that the
Council has an understanding of all the “partnerships” and joint working
arrangements it has entered into, particularly in terms of legal issues, financial
control and any risks and/or rewards the Council has from the arrangement.

A4 2011/12 Statement of Accounts

A4.1 The Accounts are included within the “Financial Reports and Accounts for the
Year 2011/12” as shown in appendix one. The Accounts are produced in line
with International Financial Reporting Standards (IFRS) and “proper practice”
issued by CIPFA. As a result it is a rather technical document with its content
and format largely prescribed by guidance and legislation.

A4.2 If any Member would like any questions answered on interpreting the Accounts
and IFRS you can contact Martin Phillips or Paul Looby who will endeavour to
help. The contact details are in the heading to this report.

A4.3 The other information included in the Financial Report, i.e the Operating and
Financial Review and Annual Governance Statement that was presented to
Audit Committee in June 2012, are published along with the Accounts.

A4.4 In addition to encourage wider understanding of the Council’'s accounts summary
financial information will be in the Council’'s annual report for 2011/12.
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A4.5

The Council’'s accounting policies, which underpin the information within the
Statement of Accounts, are reviewed on an annual basis by the Chief Finance
Office to ensure that the selection of the accounting policies is consistent with
the latest guidance and standards (IAS8). The Council’'s Accounting Policies are
shown within the Statement of Accounts on pages 100 to122 and are part of the
approval of the Accounts.

A5. Other Final Accounts Requirements

A5.1 The Approval of the Council’s statutory Statement of Accounts is an important
part of the final accounts process; however there are other requirements relating
to 2011/12. These include:

- WGA Return which will be subject to external audit

- Revenue and Capital Central Government returns on 2011/12

- Schools related “section 252” return

- Grant claims which will be subject to external audit

- The publication of the Statement of Accounts

- Inclusion of financial information in Council’'s annual report

- Publishing (and advertising) the Accounts and completion of the audit

A6  Future of External Audit

A6.1 In July 2012 the Government published the draft Local Audit Bill for consultation.
A link to the draft bill is shown below. This bill will change the audit of Council’s
in the future, will repeal the existing Audit Commission Act and will lead to the
disbanding of the Audit Commission.
http://www.communities.gov.uk/publications/localgovernment/draftiocalauditbill

A6.2 Although the legislation and service provision for the external audit significantly
changes, in the short term the requirements for the actual completion of
Councils’ Accounts, such as compliance with IFRS and “proper practice”, remain
as present.

A6.3 One immediate change for the Council is that, following a tender process, Grant
Thornton have been awarded the contract for the audit of the public sector
bodies in the South West. Grant Thornton has now been formally appointed as
the Council’s external auditor for 2012/13 for a minimum of five years. Council
officers will be working with the new auditors over the next few months to ensure
a smooth transition. This transition will be helped by the transfer of staff from the
Audit Commission to Grant Thornton.

A6.4 The new act may lead to a change in the role and membership of Audit
Committees, such as independent members and at some point local choice of
the appointment of an external auditor. An update will be provided to members
once the draft Act is passed into legislation.

Paul Looby

Chief Finance Officer

Contact Officer: Martin Phillips
Telephone no. 207285
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Appendices

Appendix 1 — Financial Reports and Accounts for the year 2011/12
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OPERATING AND FINANCIAL REVIEW 2011/12

Welcome

Welcome to Torbay Council’s Statement of Accounts for the 2011/12 financial year ending 31% March 2012.
The Accounts are compiled in accordance with relevant legislation and guidance — primarily International
Financial Reporting Standards (IFRS) and the CIPFA Accounting Code of Practice (“the Code”).

The accounts show a “true and fair” financial picture of the Council’s total income and expenditure in the
2011/12 financial year and its balance sheet as at 31% March 2012, detailing all the Council’s assets and
liabilities with supporting notes to add further explanation.

The accounts are prefaced by this Operating and Financial Review which aims to provide a narrative outline
on the financial position of the Council for both 2011/12 and in future years.

Pen Picture of Torbay

Torbay Council is a unitary Council in the South West of England serving the three coastal towns of Torquay,
Paignton and Brixham with a population in excess of 134,000, of which 80,000 are of working age.

As a unitary Council, it is responsible for a wide range of services including schools, social care, transport,
culture, housing and waste. The Council’'s budget digest outlines the services that the Council provides and
is available on the Council’s website.

http://www.torbay.gov.uk/index/yourcouncil/financialservices/budget/budgetdigest201213.htm

Torbay Council has an elected Mayor as well as 36 elected ward councillors. The elected Mayor from May
2011 was Gordon Oliver who replaced Nick Bye. The majority of the 36 ward councillors are Conservative
party candidates. The next full Council and Mayoral elections are due in May 2015.

Significant Events in 2011/12

On a national level changes in funding, services and legislation by the Coalition Government continue to
impact on the Councll, its partners and residents.

The Council continued to plan, and work with, reduced funding levels for both revenue and capital from
Central Government for 2011/12 and future financial years as announced in the 2010 Comprehensive
Spending Review. The 2011/12 budget approved by Council required £9 million of budget reductions and
another £9m was required for 2012/13.

In February 2011 the Chief Executive proposed a new (reduced) management structure for the Council,
operational from 2011 and a new senior management team in place from April 2012. In May 2012 the
Council accepted the voluntary redundancy of the Council’'s Chief Executive which will result in further
changes to senior management structure during 2012/13.

Council schools continued to convert to Academy status. In Torbay, by 31 March 2012, a total of 9 schools
had converted, (6 schools converting in 2011/12), and are now fully independent of the Council.

In May 2011 the Torbay Economic Development Company started operating to provide regeneration and
other services including valuation, property services and facilities management. The Council owns 100% of
the new company. In May 2011 some Council staff and assets transferred to the new company.

In January 2012 the Department of Transport announced the funding for the South Devon Link Road, a
scheme that will cost over £100 million to which both Torbay and Devon County Councils will contribute up to
£18 million each to the scheme. This announcement was finalised in June 2012 and construction work is
expected to start autumn 2012.

Purpose of Financial Report and Statement of Accounts

Page 49



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

The purpose of the Statement of Accounts included in this document is to present to the reader with a
detailed overview of the Council’s financial position as at the end of March 2012 giving information as to the
Council’'s assets and liabilities at a point in time (31St March 2012) and detail on the Council’s financial
performance during 2011/12. The format of this Financial Report is this Operating and Financial Review
followed by the Statement of Accounts including the Core Financial Statements for 2011/12, for both the
Council’s “Single entity” and “Group” Accounts” and the supporting notes to those core financial statements
and Collection Fund Summary Account and lastly the Annual Governance Statement.

The form and content of these accounts is highly prescribed, (by the CIPFA Code of Practice), and is
produced on an IFRS basis (International Financial Reporting Standards). The classification of costs, income
and services under IFRS and the “Code of Practice” is different to the Council’s internal financial reporting.

External Audit and Public Inspection of the Accounts

These Accounts are subject to a detailed audit by the Council’'s external auditor (the Audit Commission).
Under the Accounts and Audit Regulations the Accounts, with its supporting documents, are available for
public inspection. Full details are available from Financial Services at Torquay Town Hall or on the Council’s
website at:-

http://www.torbay.gov.uk/index/council/financial _services/accountsinspection.htm

As a result of national changes to the arrangements for external audit of public bodies, Grant Thornton have
been awarded the contract to audit all public bodies in the South West for the 2012/13 financial year and a
for a minimum of 4 further years. This contract award was awarded on national basis and the Council was
not involved.

Annual Governance Statement

The Council, under the Accounts and Audit Regulations must approve an Annual Governance Statement
prepared in accordance with proper practices in relation to internal controls. The 2011/12 statement has
been included within this Financial Report, but is not part of the Accounts and is outside the external
auditor’s opinion on the Accounts.

Rounding
The figures in these accounts are presented to the nearest £100,000 — (i.e. £0.1 million)

Overview of Financial Performance

The Council’s financial performance in 2011/12 resulted in a surplus for the year after carry forwards but
before approval of the transfer of the surplus to earmarked reserves. This was the underspend for the year
after service carry forwards and reserve movements. This was a very challenging financial year for the
Council with the requirement to make reductions of £9m as well as facing increasing demand for social care
services, both adults and childrens. As a result of careful financial management including a "freeze” on staff
recruitment and a moratorium of non essential purchasing, the use of the Council’s contingency and some
unallocated 11/12 grants, the Council stayed within its 2011/12 budget and for this officers and members
should be commended.

The Council’'s gross expenditure in the year was in the region of £380m for revenue (day to day) spend and
£22 million for capital (spend on long term assets such as roads and schools).

The Council's Comprehensive Income and Expenditure account (I&E) is the Councils income and
expenditure presented on an IFRS basis. This includes a number of “non cash” items such as depreciation,
pension assumptions and an earlier recognition of grants, based on conditions attached to the grant rather
than matching the grant to expenditure, which should then allow the Council’s accounts to be comparable to
other sector accounts. The total deficit for this account for 2011/12 is a deficit of £54m. The key reasons for
this deficit is an increase in the Council’s pension fund liability which resulted in a deficit of £47m reflecting
changes in actuarial assumptions as to both the overall pension liability and a loss on asset disposals
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resulting from the transfer of schools from the Council to become Academy schools.

The total from the Comprehensive Income and Expenditure statement is reflected in the Movement of
Reserves statement which then adds the impact of any reserve movements to usable reserves and unusable
reserves to get to the “bottom line” Council position for 2011/12. Within this is the reversal of a number of
accounting entries made under IFRS that appear in the Council’s Comprehensive Income and Expenditure
statement such as depreciation and pension assumptions, which are allowed, under statute, to be reversed
to ensure that these entries do not have a “cash” impact on the Council Tax payer. After these adjustments
the Council’s net outturn for the year was break even which matches the Council’s internal financial reporting
position. This statement shows that the Council’s usable reserves had a net decrease of £3.1 million. This
was primarily a reduction in capital reserves to fund capital expenditure in year offset by an increase in
earmarked reserves.

The Council also spent £22.1 million on capital projects including schemes such as the Parkfield Youth
facility, Tweenaway Cross, Oldway Primary school, Curledge Street Primary school and the rebuild of

Cockington Court. This total is half the level of previous years and reflects, in part, the reduced capital

resources from central government in the 2010 Comprehensive Spending Review to support Council’'s
capital expenditure.

On the balance sheet there were some significant changes in year. The major change was a £47 million
increase in the Council’'s pension liability for the year due to changes in actuarial assumptions such as in
mortality rates and lower investment returns. As a result of revised capital investment plans the Council
reduced its long term borrowing by £9 million during the year. The Council’s general fund reserve remained
at £4.0 million, which is equivalent to 3.2% of the Council’'s 2012/13 net revenue budget.

Overall the Council’s net assets were lower than the previous year, primarily due to the £47 million increase
in the Council’'s pension liability.

Torbay Group Accounts — Overview of Financial Performance

The Council has interests in a number of companies. An overview of these companies financial performance
in the year is shown in the table below. The accounts for these companies are consolidated with the
Council’s (single entity) accounts to produce the Council’'s Group Accounts attached at page 128 to the
Accounts.

Entity Assessed Council Turnover £m | Surplus/(Deficit) Net Equity
Relationship | Shareholding for year £m £m
/Control (after tax)
Torbay Economic Subsidiary 100% 3.6 (0.6) 2.8
Development
Company
English Riviera Subsidiary 100% 0.9 0 (0.2)
Tourism Company
TOR2 Associate 19.99% 14.8 (1.0 (2.4)
Careers SW Associate 25% 12.5 0.9 (3.9)
PLUSS Associate 25% 27.4 0.6 0.3
Riviera International Associate 19.99% 2.2 (0.1) 0

Centre Limited
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Key Financial Ratios

The following “basket” of rates are to provide the reader with a snapshot of the financial performance of the

Council.
2010/11 2011/12
Uncommitted General Fund Balance / Annual Budgeted Net 3.2% 3.2%
Expenditure
Movement to/(from) the Uncommitted General Fund Balance £0.271m £0m
Council Tax In-year collection rate 96.5% 95.8%
Council Tax Council Tax Income / Overall Funding 46% 48%

Actual outturn compared to budget (before Council approved | (£1.351m) | (£0.441m)
reserve movements per outturn reports)

Actual outturn compared to budget (1.0%) (0.4%)
Capital Financing Requirement £m £m
138 137
External Debt levels (principal) £m £m
162 153
Ratio of net financing costs to net revenue (excluding 7.7% 7.8%

revenue contributions to capital).

Forward Financial look

The Council has a rolling three year “Medium Term Resource Plan” which supports service planning for
future years. There are a number of significant issues that are impacting on the Council, its finances and its
service delivery. These include:

Ongoing impact of the Coalition Government's Comprehensive Spending Review announced in
October 2010 which set a target of reducing Council funding by up to 30% over four years 2011/12
to 2014/15. Further reductions to those previously announced are expected.

Ongoing impact of the economic conditions with increased levels of demand for some services such
as housing and council tax benefit plus reduced income levels from other services such as lower
asset disposal values and from tax collection.

Ongoing impact of the demographic trends within the Council area, such as an increasing demand
for adult and child social care plus changes in pupil numbers throughout the area changing demand
for school places.

The Government is introducing significant reforms to Council funding for 2013/14 onwards in the
Finance Bill which is due to become statute during 2012. As a result the Council has not been
notified of funding allocations for future years. Changes being considered include Councils retaining
a proportion of business rates (NNDR) income locally and then funding Councils by a scheme of top
and tariff funds rather than passing the money into a national pool for allocation based on relative
need. This review could have a significant impact on future Council funding. Increasingly core
Council funding is being linked to development with incentives to Councils to promote growth with
the (part) retention of business rate growth above inflation (RPI) and the new homes bonus grant
linked to the number of new homes being built.

The Coalition Government is introducing a range of new legislation which impact on public services in

Torbay.

These include:
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Transfer of schools from Councils to become Academy schools funded direct from central
government. These schools are independent of the Council so their assets, income and expenditure
will not form part of the Council’'s accounts. By the end of 2012/13 it is likely that all secondary
schools in Torbay will have become Academy schools. Council funding will be reduced to reflect the
lower number of schools managed by the Council.

Reform of the Benefit System includes the phased introduction of the Universal Credit from 2013,
which is expected to be administered on a national basis. This will replace a number of benefits
including the Council administered Housing Benefit. The Council currently pays over £60m of this
benefit each year with the associated staff and IT support.

For April 2013 the Council has to introduce a local scheme of Council Tax reductions to replace the
Council Tax Benefit scheme. Central Government has given Councils the flexibility to set a local
scheme, (with the caveat that certain groups are protected from any reduced entitlements), however
the Council’'s funding for this benefit is being reduced by 10%.

Under the National Health reforms the commissioning and delivery of NHS services will change. In
Torbay from April 2012 the Torbay Care Trust, who the Council currently commission to provide
adult social care, has been split into the NHS Torbay (a commissioning body) and the Torbay and
South Devon NHS Provider Trust. It is this second organisation that from April 2012 provides adult
social care services to the Council. Further changes in structures could occur from April 2013. In
addition the public health function of primary care trusts is to transfer to Councils from April 2013.

The Audit Commission, who is the Council’s current appointed auditor, will be significantly
restructured and will lose some audit responsibilities, therefore Councils from September 2012 will
have a new external auditor based on a national procurement process by the Audit Commission.
Grant Thornton have been awarded the contract for the provision of external audit services to most
public sector bodies in the south west.

There are a number of other central government initiatives that will impact on the Council in the
future ranging from the introduction of a Community Infrastructure Levy to the Localism Act which
will encourage local communities to have a greater say in local services — maybe even running some
Council services themselves.

Summary of spend to budget in year

Revenue Budget:

Funding

In February 2011 the Council set a budget for 2011/12 of £125 million, which was to be funded as shown in
the table below. This resulted in a zero percent increase in the level of Council Tax.

2010/11 2011/12
Net Budget Requirement £134m £125m
Area Based Grant (£13m) 0
NNDR (from national pool) (£52m) (E47m)
Revenue Support Grant (£7m) (E15m)
Council Tax Payers (£62m) (£63m)
Band D Council Tax — Torbay Only £1,261.17 £1,261.17
Band D Council Tax — including Police, Fire and £1,517.92 £1,517.69
Brixham Town Council
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Expenditure

In July 2012 the Council did receive a revenue outturn report detailing income and expenditure in year and
reasons for any variances. The report can be obtained from the Council’s website. The summary of budget
and expenditure by service in 2011/12 as presented in that report is shown below.

Council Services Revised Outturn Net Over
Budget /(Under)
spend
£000 £000 £000
Place and Environment
Residents and Visitors 9,960 9,448 (512)
Waste 10,518 10,155 (363)
Spatial Planning 5,565 6,060 495
Torbay Development Agency 4,853 4,615 (238)
Harbours 0 0 0
30,896 30,278 (618)
Children, Schools & Families
21,123 23,259 2,136
21,123 23,259 2,136
Communities & Local Democracy
Community Engagement 1,427 1,278 (149)
Community Safety 2,864 2,433 (431)
4,291 3,711 (580)
Adults and Operations
Adult Social Care 41,937 43,382 1,445
Business Services 2,615 2,336 (279)
Finance 11,005 9,793 (1,212)
Information Technology 3,999 3,866 (133)
Commercial Services 2,586 2,522 (64)
Supporting People 6,380 6,199 (181)
68,522 68,098 (424)
Sub Total: Overspend in Year 124,832 125,346 514
Unallocated Grants 955 0 (955)
Underspend after use of grants 125,787 125,346 (441)
Transfer to Employment Reserve 0 305 305
Transfer to Comprehensive Spending 0 136 136
Review Reserve

Capital Budget:

The Council in July 2012 did receive a capital outturn report detailing income and expenditure in year and
reasons for any variances, which can be obtained from the Council's website.

Funding

The Council spent £22.1m on capital expenditure in 2011/12 and this funding is shown in the table below.
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Budget Outturn Variation
£m

£m £m
Borrowing — of which 4.6 3.4 (1.2)
Supported: (by Government funding) 2.2 1.7 (0.5)
Unsupported: (under Prudential Code ) 2.4 1.7 (0.7)
Grants 18.9 16.4 (2.5)
Other Contributions 0.1 0.1 0
Revenue & Reserves 0.6 0.9 0.3
Capital Receipts 1.5 1.3 (0.2)
Total Funding 25.7 22.1 (3.6)

Expenditure

The expenditure in the year of £22.1 million by the four management divisions that the Council reports on for
internal reporting are as follows:

Budget Outturn Spent  Variation
£m £m % £m
Childrens, Schools & Families 121 10.2 84 (1.9)
Place & Environment 10.1 9.2 91 (0.9)
Communities & Local Democracy 1.0 0.6 60 (0.4)
Adults & Operations 2.5 2.1 84 (0.4)
TOTALS 25.7 221 86 (3.6)

Material Assets or Liabilities acquired

Assets:

The Council spent £22.1m on capital assets of which £17.7m was added to the value of the Council’s non
current assets. The balance of £4.4m was spent on capital expenditure on assets the Council does not
recognise as its own, such as Voluntary Aided and Foundation schools and capital grants. A summary of
capital expenditure in 2011/12 is shown below:

Scheme Spend 2011/12 £m
Office Accommodation Project 1.2
Torre Abbey - Phase 2 0.6
Cockington Court 0.7
Paignton Play Park 0.5
Schools/Education 10.1
Tweenaway Cross Junction 2.2
Other Transport 2.4
Princess Promenade 0.4
Brixham Regeneration 0.5
Disabled Facility & Renovation Grants 0.6
Affordable Housing 1.4
Other Schemes 1.5
Total 221
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Liabilities

No significant liabilities were acquired by the Council in 2011/12. The Council’s risk for the (new) Torbay
Economic Development Company is limited under its ownership, although the Council does retain pension
liability for the staff that transferred to the company up to date of transfer.

Significance of Pension liability

The Council's employees can be members of the Devon County Council Local Government Pension
Scheme. As a defined benefit scheme the Council is liable for any surplus or deficit on the fund. The
Council’s liability is calculated on an annual basis by the fund’s actuary. This value estimates the liability to
the Council if all liabilities were to be realised at a point in time. In reality the impact on the Council is spread
over a long period of time, (over current and future pensioners lives), with the Council reducing the deficit by
its employers’ contributions to the fund over the long term (over 25 years).

The Council’s liability as at 31% March 2012 is assessed at £124 million, a £47 million increase compared to
the previous year decrease of £77 million.

This increase is primarily due to two factors:

- a £6m reduction in asset value as a result of the actual return on pension scheme assets being less
than expected

- a £40m increase in liability based on changes in actuarial assumptions about the cost of future
benefits.

Explanation of any unusual costs/income

There were a number of unusual costs within the income and expenditure account in 2011/12. These
include:

As a result of the 2012/13 budget process a total of £1.1m of costs were incurred of which £0.5m were paid
during 2011/12 and a provision for future costs arising from the budget reductions was made in 2011/12.
This provision totalled £0.6 million and was funded from the Comprehensive Spending Review Reserve and
a linked capital receipt.

In 2011/12, 6 schools converted to Academy status. Four schools were Community schools where the
transfer for nil consideration resulted in a loss on disposal on those assets of approx £19 million. The other
two schools were previously foundation schools so there was no impact on the Council’s balance sheet.
Income and expenditure for these school's from date of transfer no longer forms part of the Council
accounts.

On the establishment of the Torbay Economic Development Company in 2011 a number of Council assets
used for regeneration purposes were transferred to the company, either the freehold or on a long lease (125
years), which resulted in a “loss on disposal”. The value of the initial recognition of the Council’s investment
was the value of these assets transferred less any pension liability transferred in the company, subsequently
adjusted for the net equity of the company as at 31/3/12.

Council Tax and NNDR -provision for bad debts. During 2011/12 the Council reviewed its policy for the
provision for the uncollectability if these debts. As a result of a change to a more age of debt based
calculation, there was a one off credit of £0.7m to the Collection Fund in 2011/12. The review of the provision
for NNDR did not result in any significant changes.

Changes in Accounting Policies

After the significant changes in 2010/11 arising from the introduction of International Financial Reporting
Standards the only significant change introduced in the CIPFA Code of Practice for 2011/12 is the
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introduction of heritage assets as a classification of non current assets. Heritage assets are those assets that
are intended to be preserved in trust for future generations because of their cultural, environmental or
historical associations. They are held by the reporting entity in pursuit of its overall objectives in relation to
the maintenance of heritage. Heritage assets include historical buildings, archaeological sites, civic regalia,
museum and gallery collections and works of art.

Planned Future Developments in service delivery

There are a number of changes in service delivery that the Council is planning for. These include:

Creation of a PFI funded Energy From Waste Facility in partnership with Plymouth City and Devon County
Councils. This facility will be provided by the private sector but the Council’s share will be recognised as a
Council asset along with the relevant liability to pay the contractor for construction of the facility. The total
cost of the construction of the facility is approximately £200 million and will result in an asset and long term
liability for the Council when operational.

It is anticipated that more schools will opt for Academy status in addition to the six schools in 2011/12 (nine
schools to date). Some schools have already informed the Council of their decision to transfer in 2012/13.
From transfer date the Council’'s accounts will no longer consolidate any assets/liabilities or
income/expenditure incurred by those schools.

The Council has submitted an application for funding to establish, along with a number of other Councils, a
Local Integrated Services Trust (LIST) for the provision of services. This company should be established
during 2012/13 and will seek to attract social investment to support certain services, possibly in relation to
early intervention in Childrens’ services.

In May 2012 the Council’'s Chief Executive offered to leave the Council, from September 2012. This will
result in a further change in the Council's senior management team.

The impact of the reductions required under the Coalition Government’s four year Comprehensive Spending
Review will inevitably impact on the range of services provided and how these services are provided in the
future. The Council produces a rolling forward financial plan called The Medium Term Resource Plan which
is available on the Council website. Within that document, (last update November 2011), there is a summary
of projected revenue income and expenditure for the next three years.

201112 2012/13 2013/14 2014/15
£°000 £000 £000 £000

Formula Grant, Council Tax 125,201 121,010 121,532 122,821
& Collection Fund
Estimated Expenditure 125,201 131,703 139,073 143,900
Total Estimated 0 10,693 17,541 21,079
Cumulative Funding Gap
In- year Funding Gap 0 10,693 6,848 3,538

The Council approved a four year Capital Investment Plan in February 2012 which is available on the
Council website. As part of the Capital Investment Plan the Council estimates that it will receive £31.4m of
new funding over the next four years from a variety of sources. A summary of anticipated capital spend over
the next four years, based on funding that had been announced/confirmed by February 2012, is summarised
below.
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2012/13 2013/14 2014/15 2015/16
£m £m £m £m
Place & Resources 7 7 3 9
Childrens Services 7 0 0 0
Adults Services & Resources 2 0 0 0
Unallocated Resources 4 2 2 0
Total 20 9 5 9

Borrowing & Investments

The Council undertakes borrowing to support its capital expenditure. As at 31 *t March 2012 the Council had
£153 million of borrowing, primarily from the Public Works Loans Board. During 2011/12 the Council reduced
its borrowing by £9 million. In addition it had a long term liability of £10m to the PFI contractor for Westlands
and Homelands schools. The Council had £103m of investments at year end with a net debt position of £60
million.

The control over the level of Council borrowing is supported by the Prudential Code where the Council has to
set limits in relation to its treasury management including limits for long term borrowing and liabilities to
ensure that this is prudent and affordable. One of these indicators is a calculation called the Capital
Financing Requirement which shows the Council’s underlying need to borrow based on previous decisions
on capital expenditure and borrowing offset by any repayment of principal made or other capital funding
used. The key figures, in relation to borrowing and capital financing, are as follows:

Balance Sheet Values: 31/3/11 £m 31/3/112 £m
External Borrowing * 162 153
Long Term Liabilities 10 10
External Investments * (116) (103)
Net Debt 56 60
Treasury Management Limits:

Capital Financing Requirement 138 137
Authorised Limit 224 228
Operational Limit 195 201
Revenue Income & Expenditure: 2010/11 2011/12
Interest Receivable * (1.6) (1.7)
Interest Payable * 6.3 6.9
Costs re long term liabilities 1.0 0.4
Minimum Revenue Provision (for 4.0 3.9
repayment of principal)

* note: these costs are per Treasury Management outturn report which excludes the accounting adjustments
required for statutory accounting such as fair value adjustments.

The level of Council borrowing reflects the Council’'s capital financing requirement plus the borrowing
required by the approved four year Capital Investment Plan. The Council’'s investments and other cash
holdings are sufficient to meet the Councils short and medium term cash requirements for revenue and
capital expenditure and any “cash backed” balance sheet items such as reserves and working capital.
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Significant Provisions or contingencies

The Council has provisions at year end of £1.6 million to meet known liabilities. These are primarily in
relation to insurance claims, (submitted to the Council but are currently being investigated), and in relation to
costs of restructuring decisions taken in 2011/12 that relate to the 2012/13 budget.

The Council has given a number of pension guarantees as Council staff transferred to other bodies such as
PLUSS. These are unlikely to result in a cash payment so are treated as a contingent liability.

As owner or part owner of several limited companies the council has some exposure to risk but this is limited
by share or guarantee.

The Council has provided financial guarantees to other bodies — the significant being a £975k bank overdraft
and loan guarantee to Torbay Coast and Countryside Trust.

Material events after reporting date

Seven schools were due to convert in 2012/13 to academy status becoming independent of the Council.

Links to Other Financial information

The Statement of Accounts is a key financial document published by the Council. The Council's website
contains the Statement of Accounts for previous years and a range of additional financial information:

http://www.torbay.gov.uk/financialservices.

All financial reports such as monitoring reports and outturn reports are reported on a regular basis to Council
Committees. All reports are available on the council website:

http://www.torbay.gov.uk/index/council/councillorsdecisions/minutesandreports.htm

An extract of the website showing the links to the Council’s financial information is shown below:

@ Financial Services - Torbay Council - Mozilla Firefox = | & e
File Edit Miew History Bookmarks Tools Help

@ - C 4 (T e w.uk/indexyourcouncil/financialservices vy - | |- Google IR <)
£ Most Visited

[ Financial Services - Torbay Council

skip to navigation | skip fo content | accessibility | website help | translations | contactus

Torbay Council e

ENGLISH RIVIERA |"DEVON ABCDEFGHIJKLMNOPQRSTUVWXYZ

m,

Your Life Your Services Your Council Your Bay ‘Your Business Get Invelved

Home Financial Services

Your Gouncil Financial Services provides a comprenensive financial management service to all departments of the Council. We aim to 'provide a

quality financial support service which effectively. efficiently and economically meets the needs of our customers'. This includes:

Financial Services

* Providing financial advice to all service managers and elected members
« Providing financial advice for strategic planning and policy making to ensure the efficient and effective use of resources
« Provision of financial management information to all service managers

Annual Report + Co-ordination and preparation of the Council's statutory statement of accounts

« Advice and co-ordination on the effective use of capital and revenue budgets

Annual Audit & Inspection
Letters

Asset Management Plan

Council Budget Annual Report Council Budget

Probleme Paying/the Councl The Annual Report aims to summarise the Torbay Council along with all local

Capital Programme Report Council's Performance in the previous authorities, is now entering the second
financial year year of the Government's Comprehensive

Capital Strategy Spending Review.

Statement of Accounts -

Deven Audit Partnership - Annual Audit & Inspection Expenditure Reports
i Bannrte = | |1 attare e —
- — T = — e ——— ——
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Glossary

There is a glossary at the back of these documents to help explain the meaning of the some of the local
government finance and IFRS accounting terms.

Signed by

Paul Looby BA CPFA
Chief Finance Officer
Torbay Council

29™ June 2012
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FINANCIAL CERTIFICATES

The Statement of Responsibilities for the Statement of Accounts

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

Council’'s Chief Finance Officer

+ to manage its affairs to secure economic, efficient and effective use of resources and safeguard its

assets

¢ approve the Statement of Accounts

Audit Committee Approval of the Statement of Accounts 2011/2012

| confirm that the Council completed its approval process of the Statement of Accounts 2011/2012 on the
19th September 2012 at a meeting of the Council’'s Audit Committee.

Councillor Ray Hill
Chairman of Audit Committee

19" September 2012

Page 63



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

The Chief Finance Officer’s Responsibilities

The Chief Finance Officer is responsible for the preparation of the Council’s statement of accounts in
accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom (Code of Practice).

In preparing this Statement of Accounts, the Chief Finance Officer has:-
¢ selected suitable accounting policies and then applied them consistently;
¢ made judgments and estimates that were reasonable and prudent;

+ complied with the Code of Practice.

The Chief Finance Officer has also:-
¢ kept proper accounting records which were up to date;

+ taken reasonable steps for the prevention and detection of fraud and other irregularities.

The Chief Finance Officer’s Statement

The Statement of Accounts as required by the Accounts and Audit Regulations (last amended March 2012)
is set out on pages 22 to page 146 and has been prepared in accordance with the accounting policies set
out on pages 100 to 122. In my opinion it is a true and fair view of the financial position of the Council at 31st
March 2012 and its income and expenditure for the year ended 31st March 2012.

The accounts are audited by the Council’s External Auditor, the Audit Commission.

The Statement of Accounts 2011/12 were authorised for issue on the 29th June 2012. This is also the date
up to which events after the balance sheet date have been considered.

P LOOBY BA CPFA
Chief Finance Officer
29th June 2012

The Statement of Accounts 2011/12 were authorised for approval by Members and for publication on the
19th September 2012. This is also the date up to which events after the balance sheet date have been
considered.

P LOOBY BA CPFA
Chief Finance Officer
19" September 2012
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Independent Auditor’s Report to the Members of Torbay Council
on the Audit Opinion on the Council’s accounting statements

TO FOLLOW
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TO FOLLOW
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Movement in Reserves Statement

Core Financial Statements

This statement shows the movement in the year 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 Surplus or (Deficit) on the Provision of Services line shows the true economic cost of
providing the Council’s services, more details of which are shown in the Comprehensive Income and
Expenditure Statement. These are different from the statutory amounts required to be charged to the General
Fund Balance for council tax setting. The Net Increase /Decrease before Transfers to Earmarked Reserves

line shows the statutory General Fund Balance before any discretionary transfers to or from earmarked

reserves undertaken by the council. The 2010/11 comparative year has been restated to reflect Heritage

Assets.

2010/11 (Restated)

General Earmarked  Capital Capital Total Unusable Total
Fund General Receipts Grants Usable Reserves Council
Balance Fund Reserve Unapplied Reserves £m Reserves
£m Reserves £m £m £m £m
£m
Note 8 Note 26 Note 26 Note 26 Note 27

Balance at 31 March
2010 carried forward 3.7 31.0 0.4 19.1 54.2 475 101.7
Movement in Reserves
during 2010/11
Surplus or (deficit) on 24.4 0 0 0 24 4 0 24.4
provision of services ' ' '
Other Comprehensive
Expenditure and Income 0 0 0 0 0 62.0 62.0
(in I&E Statement)
Total Comprehensive 24.4 0 0 0 24 4 62.0 86.4
Expenditure and Income ’ ' ' '
Adjustments between
accounting basis & funding
basis under regulations (22.3) 0 0.1 (1) (24.3) 24.3 0
(Note 7)
Net Increase/Decrease
before Transfers to 2.1 0 0.1 (2.1) 0.1 86.3 86.4
Earmarked Reserves
Transfers to/from
Earmarked Reserves (1.8) 1.8 0 0 0 0 0
(Note 8)
Increase/(Decrease) in
Year 0.3 1.8 0.1 (2.1) 0.1 86.3 86.4
Balance at 31 March 4.0 32.8 0.5 17.0 54.3 133.8 188.1

2011 carried forward
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Balance at 31 March
2011 carried forward

Movement in Reserves
during 2011/12

Surplus or (deficit) on
provision of services
Other Comprehensive
Expenditure and Income
(in I&E Statement)

Total Comprehensive
Expenditure and Income

Adjustments between
accounting basis & funding
basis under regulations
(Note 7)

Net Increase/Decrease
before Transfers to
Earmarked Reserves

Transfers to/from
Earmarked Reserves
(Note 8)

Increase/(Decrease) in
Year

Balance at 31 March
2012 carried forward

2011/12
General Earmarked  Capital Capital Total Unusable Total
Fund General Receipts Grants Usable Reserves Council
Balance Fund Reserve Unapplied Reserves £m Reserves
£m Reserves £m £m £m £m
£m
Note 8 Note 26 Note 26 Note 26 Note 27
4.0 32.8 0.5 17.0 54.3 133.8 188.1
(22.8) 0 0 0 (22.8) 0 (22.8)
0 0 0 0 0 (31.3) (31.3)
(22.8) 0 0 0 (22.8) (31.3) (54.1)
23.4 0 (0.5) (3.2) 19.7 (19.7) 0
0.6 0 (0.5) (3.2) (3.1) (51.0) (54.1)
(0.6) 0.6 0 0 0 0 0
0.0 0.6 (0.5) (3.2) (3.1) (51.0) (54.1)
4.0 33.4 0 13.8 51.2 82.8 134.0
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Comprehensive Income and Expenditure Statement

This statement 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 regulations; this may be different from the “accounting” cost. The
taxation position is shown in the Movement in Reserves Statement. The 2010/11 comparative year has been
restated to reflect revised service classifications and heritage asset recognition as per the Code of Practice.

2010/11 (restated) 201112
Gross Gross Net Gross Gross Net
Exp Income Exp Exp Income Exp
£m £m £m Services: £m £m £m
19.5 (17.4) 21 Central Services to the public 19.6 (17.1) 2.5
17.5 (2.3) 15.2 Cultural Services 12.4 (1.8) 10.6
22.3 (7.0) 15.3 Environmental and Regulatory 18.5 (4.3) 14.2
6.6 (2.8) 3.8 Planning and Regeneration 10.4 (1.7) 8.7
156.5 (127.7) 28.8 Education and Childrens 132.5 (93.0) 39.5
27.0 (9.8) 17.2 Highways and Transport 19.3 (8.2) 1.1
72.8 (65.1) 7.7 Housing 76.0 (68.6) 7.4
47.0 (2.0 45.0 Adult Social Care 47.5 (4.0) 43.5
5.0 (1.6) 34 Corporate and Democratic Core 3.1 0 3.1
29 0 29 Exgeptional Iltems — local pay 0 0 0
review
1.4 (8.8) (7.4) Non distributed costs — other 1.2 (1.1) 0.1
Non distributed costs —
0 (28.0) (28.0) change in inflation factor 0 0 0
for retirement benefits
378.5 (272.5) 106.0 Cost Of Services 340.5 (199.8) 140.7
Other Operating Expenditure
0.7 (0.8) (0.1) (Note 9) 22.0 (1.0) 21.0
Financing and Investment
252 (15.0) 10.2 Income and Expenditure (Note 22.2 (14.6) 7.6

10)

Taxation and Non-Specific Grant

0 (1405 (1405 | ome (Note 11)

0 (146.5)  (146.5)

(Surplus)/Deficit on Provision
of Services
(Surplus)/Deficit on revaluation
on Non Current Assets
Impairment losses on non-
25 current assets charged to 0.3
Revaluation Reserve
Actuarial (gains) / losses on
(61.5) pension assets / liabilities (note 46.0
49)
Other Comprehensive Income
and Expenditure

(24.4) 22.8

(3.0) (15.0)

(62.0) 31.3

Total (Surplus)/Deficit in
(86.4) Comprehensive Income and 54.1
Expenditure —
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Balance Sheet

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 is 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’.

1st April 31°*March

2010 2011 31 March 2012
Restated Restated Notes
£m £m £m
319.5 326.7  Property, Plant & Equipment 12 3123
18.7 201 Heritage Assets 15 22.2
4.1 4.1 Investment Property 13 41
0.7 0.7 Intangible Assets 14 0.5
4.4 3.0 Long Term Investments 18 2.8
3.0 2.9 Long Term Debtors 20 29
350.4 357.5 Long Term Assets 344.8
95.6 112.0  Short Term Investments 18 94.4
1.1 1.1 Assets Held for Sale 19 0.7
04 0.1 Inventories 0.1
11.7 12.2 Current Debtors 20 13.7
14.2 2.7 Cash and Cash Equivalents 21 11.8
123.0 128.1 Current Assets 120.7
(1.5) (1.5) Short Term Borrowing 24 (2.0)
(1.2) (0.4) Other Current Term Liabilities 25 (0.4)
(32.8) (35.6)  Current Creditors (inc Receipts in Advance) 22 (37.4)
(2.3) (2.7) Provisions 23 (1.4)
(1.1) (6.1) Capital Grants/Contributions: Receipts in Advance 22 (0.9)
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(38.9)

(46.3)

Current Liabilities

(42.1)

1st April 31°March

2010

Restated Restated

2011

£m £m
(1.3) (1.0)
(0.3) (0.3)
(132.6) (162.7)
(30.0) (9.9)
(166.4) (76.6)
(2.2) (0.7)
(332.8) (251.2)
101.7 188.1
54.2 54.3
475 133.8
101.7 188.1

Long Term Creditors

Provisions

Long Term Borrowing

Other Long Term Liabilities

Pension Liability

Capital Grants/Contributions: Receipts in Advance

Long Term Liabilities

Net Assets

Usable reserves

Unusable Reserves

Total Reserves

Notes

22

23

16

25

49

22

26

27

The unaudited accounts were issued on 29" June 2012 and the audited

accounts are due to be authorised for issue on 19" September 2012.

P LOOBY BA CPFA
Chief Finance Officer
19" September 2012

31 March 2012

£m
(1.2)
(0.2)
(153.7)
(10.3)
(123.5)

(0.5)

(289.4)

134.0

51.2

82.8

134.0
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Cash Flow Statement

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.

2010/11 201112
Restated
£m £m
(24.4) Net (surplus) or deficit on the provision of services 22.8

Adjustments to net surplus or deficit on the provision of
(4.7) services for non cash movements (note 28) (39.0)

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

12 financing activities (Note 29) 12
(27.9) Net cash flows from Operating Activities (15.0)
48.6 Investing Activities (Note 31) (3.5)
(9.2) Financing Activities (Note 32) 9.4

Net (increase) or decrease in cash and cash
11.5 equivalents (9.1)

Cash and cash equivalents at the beginning of the

14.2 reporting period (Note 21) 2.7
Cash and cash equivalents at the end of the

2.7 reporting period (Note 21) 11.8

(11.5) Net increase or (decrease) in cash and cash equivalents 9.1
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Notes to the Accounts

1. Heritage Assets: Change in Accounting Policy

The CIPFA Code of Practice on Local Authority Accounting 2011/12 introduced new accounting
requirements for heritage assets. As set out in the Council’'s summary of significant accounting
policies, these assets are now carried in the balance sheet at valuation or historic cost under a
separate category.

Previously these assets were recognised in the property, plant and equipment classification in the
balance sheet as operational assets (at valuation) or community assets (at cost) or were not
recognised in the Balance Sheet as it was not possible to obtain cost information on the assets.

In applying the new accounting policy, the Council has identified that £6.3m of assets that were
previously held as Property, Plant and Equipment should now be recognised as heritage assets and
measured at £13.3 m with a corresponding increase in the Revaluation Reserve. In addition the
Council will recognise £5.4m for the first time for assets such as the Mayoral regalia, together with fine
art and exhibits (including those at Torre Abbey). Again this increase is also recognised in the
Revaluation Reserve. The 1% April 2010 and 31 March 2011 Balance Sheets and 2010/11
comparative figures have been restated in the 2011/12 Statement of Accounts.

The effects of the restatement for as at 1% April 2010 are:-

e At 1 April 2010 the carrying amount of the Heritage Assets recognised is £18.7m. The
element that was previously recognised in property, plant and equipment has been
reclassified and written down by £6.3 m. The revaluation reserve and capital adjustment
account have increased by £12.4 m.

e The fully restated 1 April 2010 Balance Sheet is provided on page 25. The adjustments that
have been made to that Balance Sheet over the version published in the 2010/11 Statement
of Accounts are as follows:-

Effect on Opening Balance Sheet 1 April 2010
Opening Restatement Restated
Balances as at opening
1 April 2010 balances as at 1
April 2010
£m £m £m
Property, Plant & 325.8 (6.3) 319.5
Equipment
Heritage Assets 0 18.7 18.7
Long Term Assets 338.0 12.4 350.4
Total Net Assets 89.3 12.4 101.7
Unusable Reserves (35.1) (12.4) (47.5)
Net Worth/Total Reserves (89.3) (12.4) (101.7)
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The effects of the restatement for 2010/11 are:-

During 2010/11 the impact on the Cost of Services in the Comprehensive Income & Expenditure
Account is a decrease in depreciation in Cultural Services of £166,000 with a corresponding
adjustment in the Movement in Reserves Statement. As this value is not material this statement has
not been restated.

The restated Balance Sheet for 31 March 2011 is provided on page 25. The adjustments that have
been made to that Balance Sheet over the version published in the 2010/11 Statement of Accounts
are as follows:-

Effect on Balance Sheet 31 March 2011
As previously Restatement Restated
Stated 31 balances as at
March 2011 31 March 2011
£m £m £m

Property, Plant & Equipment 333.3 (6.6) 326.7
Heritage Assets 0 201 201
Long Term Assets 344.0 13.5 357.5
Total Net Assets 174.6 13.5 188.1
Unusable Reserves (120.3) (13.5) (133.8)
Net Worth/Total Reserves (174.6) (13.5) (188.1)

2. Accounting Standards That Have Been Issued but Have Not Yet Been Adopted

IFRS 7 - Financial Instruments: Disclosures (transfers of financial assets, issued October 2010), is
intended to assist users of the financial statements to evaluate the risk exposures that relate to
transfers of financial assets and the effect of those risks on the Council’s financial position. The
effective date of the standard was July 2011 but under the Code Councils will implement this standard
from April 2012. However, the Council is of the view that the transfers described by the standard will
not impact on the Council.

3. Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note 50, the Council has had to make certain judgements
about complex transactions or those involving uncertainty about future events. The critical
judgements, where others may have made a different judgement, made in the statement of accounts
are:

- The assets (vehicle & plant) that are leased to TOR2 as part of the contract have been treated
as Council assets, while any assets purchased by TOR2 are not recognised as Council assets
as these are not classified as infrastructure assets, or specified in the contract and are not for
the exclusive use of the Council. The Council has considered that there are not any embedded
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leases within the contract.

- In assessing its existing leases under IFRS guidance the Council has only considered leases
where either the value of rent or the value of the asset was material. In addition a ratio of 75% of
lease term to asset life has been used as a guide to recognising leases as finance leases.

- In assessing the recognition of grants the Council has determined that if grant conditions have
not been met then the grant is not recognised as income but held as a receipt in advance. If a
grant could be used to support capital or revenue spend it has been treated as revenue. This
would only have an impact between the totals of non specific grant income and gross service
income in the Surplus or Deficit on the Provision of Services in the Comprehensive Income and
Expenditure Statement

- Inassessing the initial recognition fair value of its investment in its subsidiaries, in particular the
Torbay Economic Development Company the Council has treated the value as equal to the
carrying value of the assets transferred to the company less any deficit in relation to pension
liabilities at date of transfer. This increase in value has been recognised in taxation and non
specific grant income in the Comprehensive Income and Expenditure account. As at 31 March
the investment value is adjusted to reflect the movement in the net equity of the company either
by an impairment if net equity reduced or a revaluation gain.

- In assessing the fair value of its Heritage Assets the Council has used insurance valuations
where available or historic cost. The asset lives of heritage assets, by their nature, have been
deemed to be infinite.

- The accounting for the accounting recognition of school assets based on the Council’'s
assessment of its control including its residual interest in asset and its control over school
admissions and staff employment over these assets is as follows:

Community Schools — assets recognised on balance sheet

Voluntary Aided Schools — assets recognised on balance sheet
Voluntary Controlled schools — assets not recognised on balance sheet
Foundation Schools - assets not recognised on balance sheet
Academy Schools - assets not recognised on balance sheet

Schools converting to Academy status are written out from the Council’s balance sheet on date of
transfer.

4, 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 taking into account
historical experience, current trends and other relevant factors. However, because balances can't be
determined with certainty, actual results could be materially different from the assumptions and
estimates. There are no changes in accounting estimates in 2011/12 or expected in future years.

The item in the Council’s balance sheet at 31% March 2012 for which there is a significant risk of
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material adjustment in the forthcoming financial year is as follows:

Item

Pension Liability

Value 31/3/12 £123.5 million

Uncertainties

The Council’s liability as at 31
March is based on a number of
complex judgements relating to
the discount rate used, the rate
at which salaries may change,
changes in retirement dates,
mortality rates and expected
return on pension fund assets

A firm of pension actuaries are
used to provide this
information and every three
years there is a detailed
actuarial review of the fund.

The value of pension assets is
estimated (by the actuary)
based upon information
available at the Balance Sheet
date, but these valuations may
be earlier than the Balance
Sheet date. The actual
valuations at the Balance
Sheet date, which may not be
available until some time later,
may give a different value of
pension assets, but this
difference is not considered to
be material.

Effect if Actual Results Differ
from Assumptions

The effects on the net pension
liability of changes in individual
assumptions can be
measured. Forinstance, a
0.1% change in the discount
rate assumption would result in
a change in the (gross)
pension liability of £8 million.
Similarly a change in the
mortality assumption of 1 year
would result in a change of £12
million. However, the
assumptions interact in
complex ways.

During 2011/12, the Council’'s
actuaries advised that the net
pensions liability had increased
by £47 million as a result of
estimates being corrected as a
result of experience updating
of actuarial assumptions.

5. Material Items of Income and Expense

As described in the Operating Review there were a number of unusual costs within the income and
expenditure account in 2011/12. These include:

As a result of the 2012/13 budget process and the restructuring of the Council’'s senior management
actual costs and a provision for future costs arising from the reductions was made in 2011/12. These
totalled £1.1 million and were funded from the Comprehensive Spending Review Reserve and a
linked capital receipt.

In 2011/12 six schools converted to Academy status. Four of these schools were previously
recognised on the Council's balance sheet which resulted in a loss on disposal of £19m.

On the creation of the Torbay Economic Development Company in 2011/12 the Council transferred
assets with a net book value of £4m to the company for nil consideration resulting in a loss on
disposal of that value. As the Council has recognised the value of its investment in the Company
linked to the value of assets transferred there is a gain to the Council which is within the Taxation
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and non specific grant income line in the Comprehensive Income and Expenditure Statement.

There was an increase in the Council’'s pension fund liability which resulted in a large deficit of £47m
reflecting changes in actuarial assumptions as to both the overall pension liability and return on
pension fund assets.

6. Events after the Balance Sheet Date

The Statement of Accounts was authorised for issue by the Chief Finance Officer on 29" June 2012.
Events taking place after this date are not reflected in the financial statements or notes.

Since 31 March 2012 to the date the Chief Finance officer authorised the accounts (29th June 2012)
there are a few significant events to note:

Seven schools are due to convert to academy status in 12/13 becoming independent of the Council,
of which one converted in April 2012.

In May 2012 the Council agreed to accept the request for voluntary redundancy made by the
Council’'s Chief Executive. Details of the replacement management arrangements will be finalised
during summer 2012.

Torbay Care Trust under health reforms has split into two separate bodies: NHS Torbay and Torbay
and Southern Devon NHS Provider Trust. The Council’s partnership agreement for Adult Social Care
has transferred to the Provider Trust.

7. 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 Council in the year in accordance with proper accounting practice to the resources
that are specified by statutory provisions as being available to the Council to meet future capital and
revenue expenditure.

2011/12
Usable Reserves
- - Movement in
201112 General Capital Capital Unusable
Fund Receipts Grants R
. eserves
Balance Reserve Unapplied £m
£m £m £m

Adjustments involving the Capital Adjustment
Account:
Reversal of items debited or credited to the
Comprehensive Income and Expenditure Statement:
Charges for depreciation and impairment of non current (23.4) 0 0 234
assets
Movement in the fair value of Investment Properties (0.1) 0 0 0.1
Movement in the market value of Assets Held for Sale (0.1) 0 0 0.1
Amortisation of intangible assets (0.3) 0 0 0.3
Capital Grants and Contributions Applied 12.4 0 0 (12.4)
Revenue expenditure funded from capital under statute 0.1 0 (3.0) 2.9
Amounts of non current assets written off on disposal or
sale as part of the gain/loss on disposal to the (21.5) 0 0 21.5
Comprehensive Income and Expenditure Statement
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2011/12

Notional Rent Credit
Insertion of items not debited or credited to the
Comprehensive Income and Expenditure Statement:

Statutory provision for the financing of capital investment

Capital expenditure charged against the General Fund
Adjustments involving Capital Grant Unapplied
Account

Capital Grants & Contributions unapplied credited to the
Comprehensive Income and Expenditure Statement
Application of (prior year) Grants to capital financing
transferred to the Capital Adjustment Account

Adjustments involving the Capital Receipts Reserve:
Transfer of sale proceeds credited as part of the
gain/loss on disposal to the Comprehensive Income and
Expenditure Statement

Use of the Capital Receipts Reserve to finance new
capital expenditure

Adjustments involving the Financial Instruments
Adjustment Account:

Amount by which finance costs charged to the
Comprehensive Income and Expenditure Statement are
different from finance costs chargeable in the year in
accordance with statutory requirements

Adjustments involving the Financial Instruments —
Available for Sale:

Recognition of fair value of investment in subsidiary
Change in fair value of investment in subsidiary in year
Adjustments involving the Pensions Reserve:
Reversal of items relating to retirement benefits debited
or credited to the Comprehensive Income and
Expenditure Statement (see Note 49)

Employer’s pensions contributions and direct payments
to pensioners payable in the year

Adjustments involving the Collection Fund
Adjustment Account:

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

Adjustment involving the Accumulated Absences
Account

Amount by which officer remuneration charged to the
Comprehensive Income and Expenditure Statement on
an accruals basis is different from remuneration
chargeable in the year in accordance with statutory
requirements

Usable Reserves

General
Fund
Balance
£m

Capital
Receipts
Reserve

£m

Capital
Grants
Unapplied
£m

Movement in
Unusable
Reserves

£m

0.1

3.9
0.9

1.5

0.8

0.8

0.4

0

0

(1.5)

7.7

(0.1)

(3.9)
(0.9)

(7.7)

(1.3)

0.8

(3.6)

8.4

(7.5)

(0.8)

(0.4)

Total Adjustments

(23.4)

0.5

3.2

(19.7)
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2010/11

2010/11 Comparative Figures

Adjustments involving the Capital Adjustment
Account:

Reversal of items debited or credited to the
Comprehensive Income and Expenditure Statement:
Charges for depreciation and impairment of non current
assets

Amortisation of intangible assets
Capital Grants and Contributions Applied

Revenue expenditure funded from capital under statute
Amounts of non current assets written off on disposal or
sale as part of the gain/loss on disposal to the
Comprehensive Income and Expenditure Statement

Notional Rent Credit
Insertion of items not debited or credited to the
Comprehensive Income and Expenditure Statement:

Statutory provision for the financing of capital investment
Repayment to Devon County Council in relation to
transferred debt

Capital expenditure charged against the General Fund
Adjustments involving Capital Grant Unapplied
Account

Capital Grants & Contributions unapplied credited to the
Comprehensive Income and Expenditure Statement
Application of (prior year) Grants to capital financing
transferred to the Capital Adjustment Account

Adjustments involving the Capital Receipts Reserve:
Transfer of sale proceeds credited as part of the
gain/loss on disposal to the Comprehensive Income and
Expenditure Statement

Use of the Capital Receipts Reserve to finance new
capital expenditure

Adjustments involving the Financial Instruments
Adjustment Account:

Amount by which finance costs charged to the
Comprehensive Income and Expenditure Statement are
different from finance costs chargeable in the year in
accordance with statutory requirements

Adjustments involving the Pensions Reserve:
Reversal of items relating to retirement benefits debited
or credited to the Comprehensive Income and
Expenditure Statement (see Note 49)

Employer’s pensions contributions and direct payments
to pensioners payable in the year

Adjustments involving the Collection Fund
Adjustment Account:

Usable Reserves

General
Fund
Balance
£m

Capital
Receipts
Reserve

£m

Capital
Grants
Unapplied
£m

Movement in
Unusable
Reserves

£m

(20.0)

(0.3)
4.7
0.4

(0.3)

0.1

4.0
0.4
1.9

14

0.5

0.1

201

8.2

O O o o

(0.5)

0.4

(1.4)

14.6

20.0

0.3
(4.7)
10.7

0.3

(0.1)

(4.0)
(0.4)
(1.9)

(14.6)

(0.4)

(0.1)

(20.1)

(8.2)
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Usable Reserves
2010/11 Comparative Figures
General Capital Capital Movement in
Fund Receipts Grants Unusable
Balance Reserve Unapplied Reserves
£m £m £m £m
Amount by which council tax income credited to the
Comprehensive Income and Expenditure Statement is 0.7 0 0 (0.7)
different from council tax income calculated for the year
in accordance with statutory requirements
Adjustment involving the Accumulating
Compensated Absences Adjustment Account
Amount by which officer remuneration charged to the
Comprehensive Income and Expenditure Statement on
an accruals basis is different from remuneration 0.4 0 0 (0.4)
chargeable in the year in accordance with statutory
requirements
Total Adjustments 22.3 (0.1) 21 24.3

8. Transfers to/from Earmarked Reserves

This note sets out the amounts set aside from the General Fund in earmarked reserves to provide

financing for future expenditure plans and the amounts posted back from earmarked reserves to meet

General Fund expenditure in 2011/12.

Balance | Transfer | Transfer | Balance at | Transfer | Transfer | Balance at
at1 April Out In 31 March Out In 31 March
2010 2010/11 2010/11 2011 2011/12 | 2011/12 2012
£m £m £m £m £m £m £m
Reserves earmarked for
General Expenditure
Budget Issue Reserves 0.5 (0.5) 0.9 0.9 (0.6) 0.1 0.4
Change Management &
Comprehensive Spending
Review Reserve 0 (1.3) 4.8 3.5 (0.6) 0.1 3.0
LGR Repayment Reserve 0.1 (0.1) 0 0 0 0 0
Financial Climate
Reserve 0.2 (0.2) 0 0 0 0 0
1.7 (2.7) 6.3 5.3 (2.1) 0.4 3.6
Reserves earmarked for
specific issues
Carry Forwards (Service) 6.1 (5.5) 7.7 8.3 (5.9) 2.9 5.3
Cemeteries Reserve 0.1 0 0 0.1 0 0 0.1
Contingent Liability &
Dilapidation Reserve 0 0 0 0 0 0.2 0.2
Disposal and Property
Costs Reserve 0.3 (0.1) 0 0.2 0 0 0.2
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Balance | Transfer | Transfer | Balance at | Transfer | Transfer | Balance at
at1 April Out In 31 March Out In 31 March
2010 2010/11 2010/11 2011 201112 | 2011/12 2012
£m £m £m £m £m £m £m
EDC Reserve 0 0 0 0 0 1.6 1.6
Employment Fund 0 0 0 0 0 0.3 0.3
Employment Issues 2.7 (2.7) 0.3 0.3 (0.1) 0 0.2
Equipment Reserves 0.5 (0.1) 0 0.4 (0.1) 0 0.3
Housing — Telecare 0.3 (0.1) 0 0.2 (0.2) 0 0
Insurance Reserves 3.9 (0.8) 0.4 3.5 0 0.4 3.9
IT Equipment Reserve 0.8 0 0.2 1.0 (0.2) 0 0.8
LA Business Growth
Incentive 0.2 0.1) 0 0.1 (0.1) 0 0
Misc. Specific Reserves 05 (0.4) 0.3 0.4 (0.1) 0 0.3
Office Accommodation 03 0 0 0.3 0 0 0.3
Pension Reserve 0.2 (0.3) 0.6 0.5 0 0.5 1.0
PFI Sinking Fund 4.3 1.4) 0.4 3.3 (0.5) 0.5 3.3
Planning Reserve 0.4 0.1 0.4 0 0 0.4
Public Health 0 0 0.1 0.1 (0.1) 0.4 0.4
Regeneration Reserve 0 0 0 0 0 0.3 0.3
Riviera Centre 0.3 0 0.1 0.4 (0.2) 0 0.2
Seaside Towns 0 0 0.2 0.2 (0.1) 0 0.1
South Devon Link Road 0 0 0.1 0.1 0 0.4 0.5
Supporting People
Rezgrve g P 1.0 (0.2) 0 0.8 (0.2) 0.1 0.7
Tourism Reserve 0 0 0 0 (0.1) 0.3 0.2
Unsupported Borrowing
13 0 0.1 1.4 0 0.9 23
Waste Strategy Reserve 10 (0.6) 0 0.4 (0.3) 0.2 0.3
24.2 (12.4) 10.6 224 (8.2) 9.0 23.2
Reserves to support
Capital expenditure
Capital Funding Reserve 1.7 (0.8) 0.2 11 (0.3) 0.3 1.1
TDA Capital Schemes 0.3 (0.3) 0.1 0.1 0 0.3 0.4
Vehicles and Plant
02 (0.2) 0 0 0 0 0
22 (1.3) 0.3 1.2 (0.3) 0.6 1.5
School Related
Reserves
Schools Redundancy 0 (0.1) 0.2 0.1 (0.1) 0.3 0.3
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Balance | Transfer | Transfer | Balance at | Transfer | Transfer | Balance at
at1 April Out In 31 March Out In 31 March
2010 2010/11 2010/11 2011 201112 | 2011/12 2012
£m £m £m £m £m £m £m
Early Retirement Reserve 0.3 (0.7) 05 0.1 (0.1) 0.1 0.1
Schools’ Balances (held
under a delegation 0.7 (2.2) 4.0 2.5 (2.5) 3.5 3.5
scheme)
1.0 (3.0) 47 2.7 (2.7) 3.9 3.9
Ring Fenced Reserves
Harbour's Reserve 1.0 0 0.2 1.2 0 0 1.2
Trading Reserves
(Operations) 0.3 (0.3) 0 0 0 0 0
1.3 (0.3) 0.2 1.2 0 0 1.2
Other Reserves
IFRS Restatement 0.6 0.6 0 0 0 0 0
0.6 0 0 0 0 0
Total 31.0 (20.3) 22.1 32.8 (13.3) 13.9 33.4

The purpose for the reserves (listed in alphabetical order) held by the Council are:-

Name of Reserve

Description of Reserve

Budget Issues Reserve

To support future budgetary pressures facing the Council in the
medium term.

Capital Funding

To reserve funding for items in the approved Capital Plan Budget.

Carry Forwards

Service Carry Forwards

Cemeteries

To provide a reserve to fund future maintenance issues on Council
cemetery sites

Financial Strategy

Change Management and

To fund the implementation of high level reviews and other
corporate initiatives.

Review Reserve

Comprehensive Spending

To fund costs associated with meeting budget reductions as a result
of the Government’'s comprehensive spending review.

Contingent Liabilities and
Dilapidations Reserve

To support the funding implications of any Council liabilities that
may arise in the future, such as a dilapidation issue.

Disposal Costs and
Property Issues Reserve

To support the revenue costs associated with the rationalisation of
the Council's assets

Early Retirement Reserve

To enable the Council to meet childrens’ redundancy-related
liabilities as they fall due. Built up from annual budgets for new
redundancies.

EDC Reserve

Reflects the value of funds awarded to the Economic Development
Company where the work has yet to be completed.

Employment Fund Reserve

Reserve established in 2011/12 from the New Homes Bonus grant
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to create an Employment Fund to support employment
opportunities.

Employment Issues
Reserve

To support employment related issues, such as implication of pay
modernisation, equal pay and payroll related issues.

Equipment Fund

To facilitate renewal of equipment within services where the
replacement is at irregular periods.

Financial Climate

Reserve established in 2009/10 to support the Council’s general
fund reserve to reflect the increased risk to Council balances from
external issues such as the economic conditions. Not now in use.

Harbours

Torquay, Paignton and Brixham Harbours — To finance Harbour
expenditure schemes for the purpose of Harbour Users.

Housing Telecare

Reserve to support supporting people via the use of telecare with
Torbay Care Trust. Reserve now not in use.

IFRS Restatement Reserve

A temporary reserve, now cleared, used to reflect the entries
required on the transition to IFRS accounting standards.

Insurance Reserve

To set aside amounts to cover the future cost of past uninsured
events which result in a loss to the Council. This reserve comprises
estimates of potential liabilities arising from the Council’s previous
insurers Municipal Mutual Insurance Ltd not having sufficient
solvency, to meet pre 1998 claims from Devon County Council,
amounts for specific uninsured risks and a general reserve to meet
as yet unknown insurance claims

IT Equipment

To provide funds for priority driven replacements of IT equipment.

Local Authority Business
Growth Incentive Reserve

Reserve for the business incentive grant pending the development
of plans for the effective use of this grant.

LGR Repayment

To mitigate the impact of increased Minimum Revenue Provision
arising from the Council’s Local Government Reorganisation
Supplementary Credit Approval. Reserve now not in use.

Office Accommodation
Reserve

Reserve to help meet the short term revenue costs of the
implementation of this major project.

Other Specific Reserves

Includes: Land Charges, Council Elections, Taxi Survey, Devon
Audit Partnership and Pearl Assurance House Repairs

Pension Reserve

To set aside monies for any potential liability for the pension costs
and any Council pension funding issues

PFI Sinking Fund

To provide funds to meet the liabilities under the PFI agreement
over 25 years (Westlands and Homelands Schools) and to provide
funding towards Paignton Community College expansion project.

Planning Reserve

To provide for costs of Local Plan Inquiry held every 4/5 years.

Public Health

Reflects carry forward of NHS Funds for Public Health

Regeneration Reserve

A reserve to support economic regeneration and employment
initiatives

Riviera Centre

Reserve to help support the Riviera Centre and any alternative use
of the site

School Balances

Reflects the carry forward by schools of their delegated school
budget share.

School Redundancy

Reserve to support the costs of redundancies for schools based
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10.

1.

Reserve

staff

Seaside Towns

Reflects the balance of a government grant received in 2009/10.

South Devon Link Road

To support the development of the South Devon Link Road

Supporting People
Reprovision Reserve

To set aside monies to help in the commissioning of services for the
re provision of the supporting people function

TDA Capital Reserve

To support funding of TDA Capital projects such as Brixham
Regeneration

Tourism Reserve

Reserve established in 2011/12 to support tourism and events.

Trading Reserves

Trading Reserves to support Operational Services. Now not in use
post TOR2 contract.

Unsupported Borrowing
Equalisation Reserve

Reflects the temporary surplus/deficit arising from the charges to
services for the repayment of expenditure under Prudential
Borrowing compared to actual interest and Revenue Provision.

Vehicles and Plant

To finance the purchase of vehicles and plant when updating the
Council’s fleet. Now not in use post TOR2 contract.

Waste Disposal Strategy
Reserve

Reflects the reclassification of part of the equipment fund as a
specific reserve for Waste Disposal Initiatives.

Other Operating Expenditure

2010/11 £m 2011/12 £m
0.2 Parish council precepts 0.2
0 Downward Revaluation on Assets held for Sale 0.1
(0.3) (Gain)/loss on the disposal of non current assets 20.7
(0.1) Total 21.0
Financing and Investment Income and Expenditure
2010/11 £m 201112 £m
7.3 Interest payable and similar charges 74
5.0 Pensions interest cost and expected return on pensions 23
assets
(1.8) Interest receivable and similar income (1.9)
(0.3) Income and expenditure in relation to investment properties (0.2)
and changes in their fair value
10.2 Total 7.6

Taxation and Non Specific Grant Incomes
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12.

2010/11 £m 2011/12 £m
(62.6) Council tax income (63.7)
(51.5) Non domestic rates (47.7)
(20.3) Non-ringfenced government grants (17.7)

0 Recognition of Investment in subsidiary (3.6)
(6.1) Capital grants and contributions (13.8)
(140.5) Total (146.5)

Property, Plant and Equipment
Measurement Basis

Non Current assets are valued at fair value for their particular asset type (category). Fair Value will
therefore reflect:

Existing Use Value for most categories of Property Plant and Equipment
Depreciated Replacement Cost for assets of a specialised nature with no readily identifiable market
Depreciated Historical Cost for Community, Infrastructure and Vehicles, Plant and Equipment
Historical Cost for Assets under Construction

Depreciation method

Assets are depreciated on a straight line basis over the useful life of each asset to reflect the pattern in
which the asset’s service potential is expected to be used.

Depreciation is applied to all asset types with the exception of land which is not depreciated due to its
nature.

Useful lives used

The useful life of an asset represents the period over which an asset is expected to be of use in
providing services for the Council.

Further detail on the Council’s accounting polices, including valuation basis and asset lives used, is
disclosed in the Council’s Accounting Policies for Property, Plant & Equipment — paragraph 1.23).

Movements on Balances

Reconciliation of movements in 2011/12 and the prior year 2010/11 (restated for Heritage Assets) in
Property, Plant and Equipment by category of assets is shown in the tables below.
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Other  Vehicles, Infra- Community Surplus Assets Total PFIl Assets
Land & Plant & structure Assets Assets Under Const- Property, Included in
2011/12 Buildings Equipm’t Assets ruction Plant &  Property,
Equipm’t Plant &
Equipm’t
£m £m £m £m £m £m £m £m
Cost or Valuation
At 1 April 2011 246.6 16.6 86.7 5.0 0 2.6 357.5 3.7
Additions 9.7 0.9 5.2 0.6 0 0.6 17.0 0
Revaluation increases/
(decreases) recognised
in the Revaluation 13.2 0 0 0 (0.1) 0 131 0
Reserve
Revaluation Increases/
(decreases) recognised
in the Surplus/Deficiton  (14.1) 0 0 0 (0.1) (2.3) (16.5) 0
the Provision of
Services
Derecognition -
Disposals (21.8) (0.6) 0 0 0 0 (22.4) 0
Derecognition - Other (0.1) 0 0 0 0 0 (0.1) 0
Assets reclassified
(to)/from Held for Sale (0.6) 0 0 0 0.8 0 0.2 0
Other movements in
Cost or Valuation 0 0 0 (0.1) 0.2 (0.2) (0.1) 0
At 31 March 2012 232.9 16.9 91.9 55 0.8 0.7 348.7 3.7
Accumulated
Depreciation and
Impairment
At 1 April 2011 (9.6) (9.3) (11.9) 0 0 0 (30.8) (0.2)
Depreciation charge (3.2) (1.5) (3.3) 0 0 0 (8.0) (0.1)
Depreciation written out 0.3 0 0 0 0 0 0.3 0
to the Revaluation
Reserve
Depreciation written out 1.0 0 0 0 0 0 1.0 0
to the Surplus/Deficit on
the Provision of
Services
Impairment (0.2) 0 0 0 0 0 (0.2) 0
losses/(reversals)
recognised in the
Revaluation Reserve
Derecognition - 0.6 0.6 0 0 0 0 1.2 0
Disposals
Derecognition - Other 0 0 0 0 0 0 0 0
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Other movements in 0.1 0 0 0 0 0 01 0
Depreciation and
Impairment
At 31 March 2012 (11.0) (10.2) (15.2) 0 0 0 (36.4) (0.3)
Net Book Value
At 31 March 2012 221.9 6.7 76.7 55 0.8 0.7 312.3 34
At 31 March 2011 237.0 7.3 74.8 5.0 0 2.6 326.7 3.5
Other  Vehicles, Infra- Community Surplus Assets Total PFIl Assets
2010/11 Land and Plant & structure Assets Assets Under Const- Property, Included in
Buildings Equipm’t Assets ruction Plant & Property,
Equipm’t Plant and
Restated Equipm’t
£m £m £m £m £m £m £m £m
Cost or Valuation
At 1 April 2010 2347 149 72.5 2.9 0 19.7 344.7 37
Additions 125 1.7 9.9 2.0 0 2.0 28.1 0
Donations 0 0 0 0 0 0 0 0
Revaluation increases/
(decreases) recognised
in the Revaluation (1.0) 0 0 0.1 0 0 (0.9) 0
Reserve
Revaluation Increases/
(decreases) recognised
in the Surplus/Deficiton  (12.6) 0 0 0 0 0 (12.6) 0
the Provision of
Services
DereCOgnition - Other (06) 0 0 0 0 0 (06) 0
Assets reclassified
(to)/from Held for Sale ~ (0-3) 0 0 0 0 0 (0-3) 0
Other movements in
Cost or Valuation 13.9 0 43 0 0 (19.1) (0.9) 0
At 31 March 2011 246.6  16.6 86.7 5.0 0 2.6 357.5 37
Accumulated
Depreciation and
Impairment
At 1 April 2010 (7.0) (7.9)  (10.3) 0 0 0 (25.2) (0.2)
Depl‘eCiation Charge (32) (1 4) (1 6) 0 0 0 (62) 0
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Depreciation written out

to the Revaluation 0.4 0 0 0 0 0 04 0
Reserve
Depreciation written out
to the Surplus/Deficit on
the Provision of 0.2 0 0 0 0 0 0.2 0
Services
Derecognition - 0 0 0 0 0 0 0 0
Disposals
Derecognition - Other 0 0 0 0 0 0 0 0
Other movements in
Depreciation and 0 0 0 0 0 0 0 0
Impairment
At 31 March 2011 (9.6) (9.3) (11.9) 0 0 0 (30.8) (0.2)
Net Book Value:-
At 31 March 2011 237.0 7.3 74.8 5.0 0 2.6 326.7 3.5
At 1 April 2010 227.7 7 62.2 2.9 0 19.7 319.5 3.5
Contractual Commitments for the acquisition of Property, Plant and Equipment as at 31 March 2012
The significant commitments on capital schemes with a value greater than £0.5 million together with the
likely year of spend are shown in the table below:
Contract Purpose Total 2012/13 | 2013/14
Commitments
Schools £m £m £m
Preston Primary Provide specialist autism spectrum unit 0.8 0.8 0
School
Curledge Street Rationalise places, replace unsuitable 0.9 0.9 0
Primary accommodation and improve playground
facilities
| Housing
New Growth Points — | Acquisition of land to facilitate future 0.6 0.6 0
Land Acquisition Affordable Housing developments
Empty Homes Project to bring empty accommodation 0.5 0.1 0.2
Scheme back into use to provide affordable homes
Economic Regeneration
Office Rationalisation Centralisation of Council Offices 1.1 1.1 0
Culture
Sea Change - Development of facilities at Cockington 29 29 0
Cockington Court Court to provide workshops for Creative
Skills Centre
6.8 6.4 0.2

Total Significant Commitments
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Nature and Effects of Changes in Accounting Estimates

In consultation with the Council’s highways team the asset life for highways assets, in particular roads
have been reviewed to ensure the asset life and rate of depreciation reflects the impact of the
replacement of parts of the road when work such as resurfacing is undertaken. Asset lives have now
been decreased from 40 years to 20 years which will increase the annual charge for depreciation. This
impact has been estimated at an increased depreciation charge of £1.3m per annum.

Revaluations

The Council’s assets are regularly revalued (at least once during a five year period) by the Council’'s
appointed qualified valuer. (See accounting policies paragraph 1.23). The effective date of revaluation
is usually the 1% April of the year on the revaluation.

Other Land and| Vehicles, Plant, Surplus Assets Total
Buildings Furniture and
Equipment
£m £m £m £m
Carried at historical cost 0 16.9 0 16.9
Valued at fair value as at:
31 March 2012 36.2 0 0.8 37.0
31 March 2011 21.1 0 0 21.1
31 March 2010 29.6 0 0 29.6
31 March 2009 76.9 0 0 76.9
31 March 2008 69.1 0 0 69.1
Total Cost or Valuation 232.9 16.9 0.8 250.6

13.

Investment Properties

Investment Properties are properties that the Council holds for purely a rental stream or for capital
appreciation. These assets have no operational purpose for the Council.

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:

2010/11 2011/12
£m £m
(0.4) Rental income from investment property (0.4)

0 Net (gain)/loss from fair value adjustments 0.1
0.1 Direct operating expenses arising from investment 0.1
property
(0.3) Net (gain)/loss (0.2)
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There are no restrictions on the Council’s ability to realise the value inherent in its investment property
or on the Council’s right to the remittance of income and the proceeds of disposal. The Council 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:

2010/11 2011/12
£m £m
41 Balance at start of the year 41

0 Net gains/losses from fair value adjustments 0
41 Balance at end of the year 4.1

14. Intangible Assets

The Council accounts for it's software as intangible assets if material. These are purchased licenses.
There are no material internally written software assets included.

All software is given a finite useful life, based on assessments of the period that the software is
expected to be of use to the Council. The useful lives assigned to the major software suites used by
the Council are:

Useful life Intangible Assets (purchased)
3 years TRIPS (National database containing travel information),
5 years Electronic Document Management
10 years FIMS (Financial Information Management System),
Decriminalised Parking

The carrying amount of intangible assets is amortised on a straight-line basis. The amortisation of
£0.3 million charged to revenue in 2011/12 was charged to the relevant services within the
comprehensive Income and Expenditure Statement or initially to a support service which is then
absorbed as an overhead across all the service headings in the Net Expenditure of Services.

There are two items of capitalised software that are individually material to the financial statements:

Carrying Amount Remaining
Amortisation
31 March 2011 31 March 2012 Period
£m £m
0.2 FIMS 0.2 2 years
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15.

(Council's main Financial Management

System)
0.1 Decriminalised Parking Software 0.1 2 years
(System to manage parking meters)
The movement on Intangible Asset balances during the year is as follows:
2010/11 2011/12

Intangible assets
(purchased software)

£m
Balance at start of year:
3.3 e Gross carrying amounts
(2.6) e Accumulated amortisation
0.7 Net carrying amount at start of
year
Additions:
0.3 e Purchases
(0.3) Amortisation for the period
0.7 Net carrying amount at end of year
Comprising:
3.6 e Gross carrying amounts
(2.9) e Accumulated amortisation
0.7

Intangible assets

(purchased software)

£m

3.6
(2.9)

0.7

0.1
(0.3)

0.5

3.7
(3.2)

0.5

Heritage Assets

The value of the Council’s heritage assets are reported in the balance sheet at an insurance valuation.

Where it is not practical to obtain an insurance valuation the asset is measured at historical cost (usually nil).
Heritage Assets, by their nature have a long life, so have not been depreciated. In 2011/12 there have been

no acquisitions or disposals, only enhancement work to Torre Abbey.

The insurance valuations for heritage assets classified as property are updated every year by an inflationary
factor as recommended by the Council’s insurers, then revalued every 5 years as part of a rolling programme
by an external valuer. The Fine Art Collection and Mayoral Regalia are revalued periodically by external

valuers to ensure the adequacy of the valuation. These assets are held on the Council’s Asset Register.

The following table shows the reconciliation of the carrying value of Heritage Assets held by the Council

where the assets are held at valuation. Assets are also held at historic cost. For 2011/12 the historic costs

(carrying value) of these assets was nil.
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Fine Art Mayoral Heritage Total
Collection Regalia Property Assets

£m £m £m £m
Valuation
1 April 2010 5.2 0.2 13.3 18.7
Additions 0 0 0.4 0.4
Revaluations 0.7 0 0.3 1.0
31 March 2011 5.9 0.2 14.0 201
Additions 0 0 0.6 0.6
Revaluations 0 0 1.6 1.6
Impairment losses/(reversals) recognised in 0 0 (0.1) (0.1)
the Revaluation Reserve

5.9 0.2 16.1 22.2

315t March 2012

Fine Arts Collection

This classification has a total value of £5.9m, which includes exhibits held at Torre Abbey which have an
insurance valuation of £5.4m. The valuation was undertaken by external valuers, Bearnes, in 2010. The
collection includes William Holman Hunt’s “The Children’s Holiday” which has an insurance valuation of
£1.2m. There are a large number of exhibits at Torre Abbey that are not included in the valuation due to their
low item value. Further details of the exhibits included in this collection are available on the council’s website
at:-

http://www.torre-abbey.org.uk/collections.php

The above website also provides information on visiting the Abbey.
The Council’s ‘Acquisition and Disposal Policy for Torre Abbey’ is available on the council website:

The Council is in the process of transferring the information it holds on the Torre Abbey exhibits to a new
museum database called ‘MODES’. Also included in this classification is fine art exhibited at Oldway
Mansion and Torquay Town Hall, which has a combined insurance valuation of £0.5m. This valuation was
given by external valuers, Bearnes, in 2004.

Mayoral Regalia

Included in this collection are Chains of Office, Badges, Maces and other silver items. The collection was last
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valued by external valuers, Fattorini, in 2005. Some items were revalued in 2010 and a general uplift to
values was applied in 2011.

Heritage Property

A number of the Council’s property assets have been recognised on the balance sheet as Heritage Assets.
Most of these assets are not insured so are held at historic cost, for example the D Day Embarkation Ramps.
Of the property assets with an insurance valuation, Torre Abbey Mansion is the most significant being valued
at £12.0m.

The Council also has properties that although culturally and historically important, are being used for
operational purposes. As this purpose is more relevant to users of the financial statements these assets
have been classified under the heading ‘Property, Plant and Equipment’ on the balance sheet. For example
these assets include Torquay Town Hall and Electric House which are used as office accommodation and
Cockington Court which is used for operational purposes. The Council uses an external RICS qualified
valuer to provide property reinstatement valuations for insurance purposes

A summary of transactions relating to heritage assets for 2011/12 and prior year is shown in the table below.

2010/11 201112

£m £m
Cost of Acquisitions and Enhancements:-
- Mallock Memorial enhancement 0.2 0
- Torre Abbey — asset under construction 0.2 0.6
Value of Assets Acquired by Donation 0 0
Value of any Asset Disposed 0 0
Impairment Recognised 0 0
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16.

Financial Instruments
The following categories of financial instrument are carried in the Balance Sheet:
Long-term Current
1st April 31 March 31 March 1% April 31 March 31 March
2010 2011 2012 2010 2011 2012
em £m £m em £m £m

Investments
Loans and receivables 4.4 3.0 0 57.9 76.4 58.3
Available-for-sale financial 0 0 2.8 0 0 0
assets
Financial assets at fair value 0 0 0 37.7 35.6 36.1
through profit and loss
Total investments 4.4 3.0 2.8 95.6 112.0 94.4
Cash & Cash Equivalents
Cash in hand and at Bank 0 0 0 1.7 0.7 21
Loans and receivables 0 0 0 0 0 9.6
Available-for-sale financial 0 0 0 12.5 2.0 0.1
assets
Total Cash & Equivalents 0 0 0 14.2 2.7 11.8
Debtors (incl. Payments in
Advance)
Soft Loans 0.2 0 0 0 0 0
Financial assets carried at 28 29 2.9 11.2 11.5 10.7
contract amounts
Total Debtors 3.0 29 2.9 11.2 11.5 10.7
Borrowings/Liabilities
Financial liabilities at (132.6) (162.7) (153.7) (1.5) (1.5) (2.0)
amortised cost
Total borrowings (132.6) (162.7) (153.7) (1.5) (1.5) (2.0)
Other Long Term Liabilities
PFI liability (10.1) (9.7) (9.3) (0.4) (0.4) (0.4)
Financial Guarantees (0.2) (0.2) (1.0) 0 0 0
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Total other long term (10.3) (9.9) (10.3) (0.4) (0.4) (0.4)
liabilities
Creditors (incl. receipts in

advance)

Financial liabilities carried at (1.3) (1.0) (1.2) (32.8) (35.6) (37.4)
contract amount

Total creditors (1.3) (1.0) (1.2) (32.8) (35.6) (37.4)

Total Financial Instruments  (139.1) (167.7) (159.5) 86.3 88.7 771

During the year the Council has not reclassified any financial instruments or pledged any financial
assets as collateral for liabilities or contingent liabilities or has any loans payable including interest due
in default.

The main measurement bases used by the Council in preparing the treatment of Financial Instruments
within its financial statement are as follows:

Financial Instrument Basis of measurement Note

Investments — fixed rate Carrying value adjusted for Investment have both fixed term
interest owed at year end and fixed interest rates

Investments — Money Market Increase in carrying value Minimal balances at year end

Funds reflected in Balance Sheet and | as investment realised before
not recognised in Income & year end. Interest rate
Expenditure Account until determinable on 1 April.
realised

Investments — Fund Manager | Treated as a Financial Fund Manger and Treasury
Instrument at Fair Value Management advisor have
through Profit and Loss as the | confirmed that the carrying
fund is part of a portfolio of value of the fund at 31% March

identified financial instruments | is the fair value of the Fund.
that are managed together and
for which there is evidence of a
recent actual pattern of short-
term profit taking.

Investments — Subsidiaries Fair value of subsidiary is net Included Torbay Economic
equity of subsidiary unless Development Company and
negative where the fair value is | English Riviera Tourism
nil. Company

Investments — Other Held at carrying value on basis

of materiality

Contractual Debt/payables Held at invoiced or billed
amount less an estimate of
Impairment for the
uncollectability of that debt.

PWLB Debt Carrying value adjusted for Borrowing is both fixed term
interest due at year end and fixed interest rates

LOBO Debt Balance measured using the Rate calculated over full term
effective interest rate (if a assuming the options within the

stepped rate) or fixed rate (if a
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vanilla/flat rate) within the
contract for the maximum life
of the deal

contract are not exercised.

Financial Guarantee

Balance measured by applying
a range of probabilities to the
risk of the guarantee being
called or payment made.

Only guarantee in this category
is to Torbay Coast and
Countryside Trust.

Financial Instruments under
adverse economic conditions

All financial instruments
assessed for impairment from
the current economic
conditions

As appropriate the impairment
for contractual debt has been
increased. The Council does
not hold any investments which
it has assessed to be subject to
any impairment.

The Council in compiling its accounts assessed all its financial instruments and there were a number
that were not considered material to make adjustment to the carrying value of the asset or liability.
These include car loans to staff which are at a market rate, deferred payments and other minor

investments.

Income, Expense, Gains and Losses
2010/11 2011/12
Financial Financial Assets Financial Financial Assets
Liabilities Liabilities
Liabilities Loans and  Available- Assets and Total | Liabilities Loans and Available- Assets and Total
measured  receivables for-sale  Liabilities at £m measured receivables for-sale Liabilities £m
at amortised £m assets Fair Value at £m assets at Fair
cost £m through amortised £m Value
£m Profit and cost through
Loss £m Profit and
£m Loss
£m
Interest expense 4.7 0 0 0 4.7 4.7 0 0 0 4.7
Reducti in fai
eductions in fair 1.5 0 0 0 15 | 20 0 0 0 2.0
value re interest due
R ion in Fai
eduction in Fair 0 0 0 0 0 0 0 0.8 0 0.8
Value of Subsidiaries
Total expense in
Surplus or Deficit
Hrpis or =etel 6.2 0 0 0 62 | 6.7 0 0.8 0 7.5
on the Provision of
Services
Interest income 0 (0.7) 0 0 (0.7) 0 (0.7) 0 0 (0.7)
Increases in fair
Ir n el 0 (0.4) 0 (0.4) (0.8) 0 (0.4) 0 (0.5)  (0.9)
value
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Total income in
Surplus or Deficit
on the Provision of

Services

Net gain/(loss) for

the year

0 (1.1) 0 0.4)  (1.5) 0 (1.1) 0 (0.5)

(1.6)

6.2 (1.1) 0 (0.4) 47 6.7 (1.1) 0.8 (0.5)

5.9

Fair Values of Assets and Liabilities

Financial liabilities, financial assets represented by loans and receivables and long-term debtors and
creditors are carried in the Balance Sheet at amortised cost. Their fair value can be assessed by
calculating the present value of the cash flows that will take place over the remaining term of the
instruments, using the following assumptions:

For PWLB debt the fair value has been assessed by using PWLB rates for new loans as at 31% March
2012, and then matched, as appropriate, to the duration on an existing maturity. No early repayment or
impairment is recognised. For LOBO debt the fair value has been assessed by using a discount rate
for LOBOs of similar length and structure with a comparable lender as at 31* March 2012

For Investments, such as callable deposits (assumed to maturity) and fixed term deposits where the
rate is fixed, the fair value has been assessed by using a discount rate for deposits of similar length
with a comparable lender as at 31% March 2012. For investments held in higher earning “cash”
accounts the fair value is assumed to be the same as the nominal value of the deposit.

The fair value of debtors and creditors is taken to be the invoiced or billed amount.

The table below shows the fair values of assets and liabilities where the fair value is different to the
value shown in the Council balance sheet — the “carrying value”:

1 April 2010 31 March 2011 31 March 2012
Carrying Fair Carrying Fair Carrying Fair
amount value amount value amount value
£m £m £m £m £m £m
Financial Assets:
Loans and Receivables:
- Short Term Loans 57.9 58.2 76.4 76.5 58.3 58.6
- Long Term Loans 4.5 5.2 3.0 3.0 0 0
Financial Liabilities:
Borrowing (134.1) (128.6) (164.2) (148.3) (155.7) (158.0)

The fair value of the loans and receivables (investments) is marginally higher than the carrying amount
because the Council’s portfolio of investments includes a number of fixed rate loans where the interest
rate payable is higher than the prevailing rates at the Balance Sheet date. This shows a notional
future gain (based on economic conditions at 31 March 2012) arising from a commitment to be paid
interest by lenders above current market rates. As the majority of Council investments are under one
year and there was as at 31 March a flat profile for interest rates in the short term there is very little
difference between the carrying amount and the fair value.

The fair value of the liabilities (borrowing) is lower than the carrying amount because the Council’s
portfolio of loans includes a number of fixed rates where the interest rate payable is higher than the
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rates available for similar loans at the balance sheet date. The commitment to pay interest above
current market rates increases the amount the Council would have to pay if the lender requested or
agreed to early repayment of the loans.

It should be noted that the PWLB also provided a fair value of the Council's PWLB debt as at 31%
March 2012 of £175.6 million (£159.8m 2010/11) This is lower than the carrying PWLB amount of
£145.5m as the PWLB has used their “premature redemption rate of interest” to calculate fair value.
This rate is a more punitive rate than current rates that only applies if a Council repays debt early and
is not a realistic view as it is unlikely that the Council would repay/reschedule loans while they were
lower than current levels.

Nature and Extent of Risks Arising from Financial Instruments

The Council’s activities expose it to a variety of financial risks:

e credit risk — the possibility that other parties might fail to pay amounts due to the Council

e liquidity risk — the possibility that the Council might not have funds available to meet its
commitments to make payments

e market risk — the possibility that financial loss might arise for the Council as a result of

changes in such measures as interest rates and stock movements

The Council’s overall risk management programme (as outlined in its Treasury Management
Strategy) focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the resources available to fund services. Risk management is carried out by the
Council’s treasury team, under policies and practices approved by full Council in March 2010. The
Council provides written principles for overall risk management, as well as written policies covering
specific areas, such as interest rate risk, credit risk and the investment of surplus cash. The
Council’s treasury team also, as required, make in year adjustments in the event of changing
circumstances such as economic pressures impacting on rates or changes to investment
counterparty lists.

Credit Risk

Credit risk arises from deposits with banks and financial institutions, as well as credit exposure to the
Council's customers. Deposits are not made with banks and financial institutions unless they have a
sufficiently high credit rating, as designated by independent credit rating agencies, or other strong
measure of security such as a central government guarantee with a minimum sovereign rating of
“AAA’I"AA+", with a range of investment limits relating to both value and length of deposit depending
on rating. The system of counterparty selection includes a sophisticated modelling approach which
combines credit ratings, credit watches, credit outlooks and credit default swaps (CDS) spreads in a
weighted scoring system for which the end product is a series of colour code bands which indicate
the value and durational limits for each counterparty. The Council’s fund manager also complies with
a list of approved institutions with appropriate maximum holdings.

The following analysis summarises the Council’'s potential maximum exposure to credit risk, based
on experience of default and uncollectability, adjusted to reflect current market conditions.
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Amount at Historical Historical Estimated
31/3/12 experience of experience maximum
default adjusted for exposure to
market default and
conditions at  uncollectability
31/3/12 at 31/3/12
£m % % £m
Depos!ts W't.h panlfs gnd 58.3 0% 0% 0
other financial institutions
Deposits held by Fund 36.1 0% 0% 0
manager
Trade and other 3.6 3.0% 5% 0.2
Receivables — Sundry
Debt
Total 98.0 0.2

The Council does not generally allow credit to customers. In reviewing the Council’s sundry debt
£0.8 million of its sundry debt of the £3.6 million balance is over three months due for payment. The
past due amount can be analysed by age as follows:

31/03/11 31/03/12
£m £m
1.6 Less than 3 months 2.8
0.7 Three months to one year 0.3
0.5 More than one year 0.5
2.8 Total 3.6

At year end the level of impairment for Council debt is assessed and reflected in the value of the
impairment disclosed on the balance sheet within the debtors total and disclosed in the debtors note
(note 20) .

Liquidity Risk

As the Council has ready access to borrowings from the Public Works Loans Board and a short term
overdraft facility, there is no significant risk that it will be unable to raise finance to meet its
commitments under financial instruments. Instead there is a risk that the Council will be bound to
replenish a proportion of its borrowings at a time of unfavourable interest rates. The Council’s
treasury team aim to ensure that the Council’s borrowing portfolio is spread over a range of
maturities by a combination of careful planning of new loans taken out and, (where it is economic to
do so), rescheduling debt.

The maturity analysis of fixed rate borrowing at fair value is as follows:
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£m £m
31/03/11 31/03/12

1.5 Less than one year 2.0

0 Between one and two years 0.0

4.0 Between two and five years 1.0
15.0 Between five and ten years 16.0
24.8 Between ten and twenty years 22.8
31.3 Between twenty and thirty years 35.7
87.6 Above thirty years 78.2
164.2 Total 155.7

The Council monitors and manages its cash flow on a daily basis to ensure it has, at all times, short
term liquidity to meet payables and other liabilities.

Market Risk

There are three market related risks the Council is aware of: Interest Rate Risk, Price Risk and
Foreign Exchange Risk. Further detail of each risk is outlined below:

Interest Rate Risk

The Council is exposed to significant risk in terms of its exposure to interest rate movements on its

borrowing and investments. Movements in interest rates have a complex impact on the Council. For

example a rise in interest rates would have the following effects:

e borrowings at variable rates — the interest expenses charged to the Comprehensive Income and
Expenditure will rise

e borrowings at fixed rates - the fair value of the liabilities borrowings will rise

e investments at variable rates — the interest income credited to the Comprehensive Income and
Expenditure will rise

e investments at fixed rates - the fair value of the assets will fall

Where the Council has borrowing on a fixed rate basis there will be no variation between the
carrying value and fair value, so nominal gains and losses on fixed rate borrowings would not impact
on the Income and Expenditure account or Movement in Reserves Statement (MIRS). However any
changes in interest payable and receivable on variable rate borrowings and investments will be
posted to the Income and Expenditure and effect the general Fund Balance.

The Council has a number of strategies for managing interest rate risk. Its policy is to limit its
exposure to variable rate loans. As at 31% March 2012 the Council had no borrowing at variable
interest rates with £10m on market loans (LOBO) where in future years the rates could vary.

The Council’'s treasury management team has an active strategy for assessing interest rate
exposure that supports the setting of the annual budget and which is used to proactively manage the
Council’s investments and borrowings during a year.
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If on the 31% March 2012 the interest rates are 1% higher than the actual interest rates the financial
impact would be:

a) Borrowing:
The Council had no variable rate borrowing as at 31% March 2012 so there would be no impact.
b) Investments

It is reasonable to assume that the Council’s investments in “cash” accounts, money market funds
and the fund manger should increase by the change in interest rates. If the Council’s investment in
these instruments were maintained at the level as at 31* March 2012 for a full financial year, this
would generate an additional £0.7m over a year. It should be noted that if the interest rate increase
was forecast it is likely the profile of fixed rate deposits would have been invested on that basis.

The impact of a 1% fall in interest rates would be as above but with the movements being reversed.
The only additional issue is that if the Council had a number of callable deposits which are more
likely to be called (repaid) by the borrower in a falling rate environment, which would result in the
Council having to reinvest at potentially lower interest rates.

Price Risk

The Council does not generally invest in equity shares. The Council does have an equity interest in a
number of companies (see note 42), of these only the share holding in TOR2 could lead to a realised
share of profits.

Foreign Exchange Risk

The Council has no financial assets or liabilities denominated in foreign currencies (except for an
occasional non sterling creditor payment) and thus have no exposure to loss arising from
movements in exchange rates.

Investments
Long Term Investments
Long term investments comprise any cash investments the Council has made with a maturity in
excess on one year and the fair value of its investments in its subsidiaries.
Total Total Total
Invested Invested Analysis of Investments by due dates Invested
1st April 2010 31st March 31st March
2011 2012
£m
£m £m
4.4 3.0 Money Market Investments 0
0 0 Economic Development Company (EDC) 2.8
0 0 English Riviera Tourism Company (ERTC) 0
4.4 3.0 Total 2.8
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The movement in the year of the investment value of the Council subsidiaries are shown in the table

below:

2010/11 2011/12
Investment in Investment in Subsidies
Subsidiaries £m

£m
EDC ERTC EDC ERTC
0 0 Balance at start of year: 0 0
0 0 Initial Recognition of Investment 3.6 0
0 0 Change in value of Company (0.8) 0
0 0 Fair Value as at 31% March 2.8 0

As at 31% March 2012 the Council had no money market investments with a maturity of greater than
one year. (2010/11 £3.0m). The table below shows an analysis of the Money Market Investments
repayments, (principal only):

Total Total Total
Invested Invested Analysis of Investments by due Invested
1st April 2010 31st March 2011 dates 31st March
£m em 2012
£m
2.0 3.0 1 up to 2 years 0
2.0 0 2 up to 3 years 0
0 0 3 up to 4 years 0
4.0 3.0 Total 0
4.4 3.0 Fair Value as at 31° March - including 0
interest due

Short Term Investments

Temporary investments are short term investments with a maturity less than one year that are held
for investment purposes not short term cash flow liquidity. As at 31 March 2012 the Council held
£94.0 million (2010/11 £111.3 m) of short-term (money market) investments (principal only), of which
£36.1 million (2010/11 £35.6m) is held by the Council’s fund manager — Scottish Widows Investment
Partnership.
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Total Total Total
Invested Invested Invested
1% April 2010 31st March 31st March

2011 2012
£m
£m £m

Short Term Investments - less than 1 year

450 43.7 - Cash Deposits 52.0
12.0 32.0 - Notice/Call Accounts 5.9
35.5 35.6 - Fund Manager * 36.1
92.5 111.3 Total Temporary Investments 94.0
95.6 112.0 Fair Value as at 31" March - including 94.4

interest due

Note * - The Council has designated its holding with Scottish Widows at Fair Value through Profit
and Loss as, in substance, the Council’s holding is part of a portfolio of identified financial
instruments that are managed together and there is evidence of short term profit making.

19. Assets Held for Sale

Assets held solely for rental streams or capital appreciation

2009/10 2010/11 201112
£m £m £m
2.4 1.1 Balance at start of year 11

Assets newly classified as held for sale:

0 0.3 - Property, Plant and Equipment 0.6
0 0 Assets re classified as Surplus Assets: (0.7)
(0.1) 0 Revaluation losses (0.1)
0.2 0 Revaluation gains 0
(1.4) (0.3) Assets sold (0.2)
1.1 1.1 Balance at year-end 0.7
20 Debtors

Debtors represent monies owed to the Council and include deposits and payments in advance.

Long Term Debtors

Debtors due after one year:
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21.

1°* April 31 March 31 March
2010 2011 2012
£m £m £m
0.4 0.3 Other Long Term Debtors 0.2
0.2 0.2 Loan - PLUSS 0.2
0.6 0.5 Sub total: Long term debtors 0.4
2.3 2.3 Torquay Marina 23
0.1 0.1 Cremator Replacement 0.2
Sub total: recognised under

2.4 24 IFRS accounting 2.5
3.0 29 Total Long Term Debtors 29

Current Debtors (Due within one year including payments in advance)

1% April 2010 31 March 2011

31 March 2012

£m £m £m
4.3 3.9 Central government bodies 24
1.6 2.4 Other local authorities and public bodies 24
0.5 0.2 NHS bodies 0.6
3.2 3.2 Council Tax (inc. liability orders) 3.4
1.6 2.0 Housing Benefit 2.2
5.3 5.8 Other entities and individuals 7.8
16.5 17.5 Total 18.8
(4.8) (5.3) Impairment (uncollectibility of debt) (5.1)
11.7 12.2 13.7

Cash and Cash Equivalents

The balance of Cash and Cash Equivalents is made up of the following elements:
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1%t April 31 March 31 March
2010 2011 2012
£m £m £m
17 0.7 Bank current accounts 21
Short-term deposits with Money
12.5 20 Market Funds and Liquidity 9.7
Accounts
Total Cash and Cash
14.2 2.7 Equivalents 11.8
22  Creditors
Represents monies owed by the Council
Long Term Creditors
1 April 31 March 31 March
2010 2011 2012
£m £m £m
1.1 0.8 PFI Renewal Fund 1.0
0.2 0.2 Other long term creditors 0.2
1.3 1.0 Total Long Term Creditors 1.2

Current Creditors (due within one year including revenue receipts in advance)

Central government bodies

Other local authorities and
public bodies

NHS bodies

Other entities and individuals

1%t April 31 March
2010 2011
1.7 0.5
3.7 47
5.2 8.9
22.2 21.5
32.8 35.6

Total

31 March
2012

£m

3.2
2.6

11.9
19.7

37.4
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23.

Capital Grants & Contributions — Received in Advance

These represent capital grants and contributions where the funding contains a condition which
prevents the Council from recognising this income in its Comprehensive Income and Expenditure
statement until the condition is met. Note: This accounting recognition of income does not prevent

the Council using these funds for capital financing purposes.

1%t April 2010 31 March 2011 31 March 2012
£m £m £m
Capital Grants — received but
2.0 0.7 unused 0
Capital Grants - used in capital
0 5.6 financing 0.7
Capital Contributions— received
13 05 but unused 0-7
Capital Contributions — used in
0 0 capital financing 0
3.3 6.8 Total Grants & Contributions 1.4
11 6.1 Expected to be used within 1 year 09
29 0.7 Expected to be used after 1 year 05
Provisions

Represents monies potentially owed by the Council but the timing and value of the payment is

uncertain.

Balance at 1 April 2010
- Due under one year

- Due over one year

Balance at 31° March 2011
- Due under one year

- Due over one year

Insurance Local Pay Service Other Total
Review Restructure provisions
£m £m & . £m £m
Reductions
£m
0.3 1.9 0 0.1 2.3
0.3 0 0 0 0.3
0.6 1.9 0 0.1 26
0.3 0.2 1.4 0.8 2.7
0.3 0 0 0 0.3
0.6 0.2 1.4 0.8 3.0
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24

Additional provisions made
in 2011/12

Amounts used in 2011/12
Balance at 31 March 2012
- Due Under one year

- Due over one year

0.4 0 0.6 0.2 1.2
(0.4) (0.1) (1.4) (0.7) (2.6)
0.6 0.1 0.6 0.3 1.6
0.4 0.1 06 0.3 1.4
0.2 0 0 0 0.2
0.6 0.1 0.6 0.3 1.6

Description of Provisions held by the Council

Name of Provision

Insurance

Local Pay Review

Restructure & Reductions

Other Provisions

Borrowing

Description of Provision

Reflects a reliable estimate of Council liability on all known claims
outstanding as at 31% March, which have yet to be settled. The
timing of spend will be up to three years depending on claim type.

Provision to meet the costs of implementing the Local Pay Review.
The year end balance reflects the estimated value of payments to
meet the lump sum payments to staff of implementing the scheme
where a reliable estimate can be made. In recognising the potential
for such costs the council is not conceding that any such costs will
be paid in the future.

Provision to meet liabilities of implementing the Council’s budget
reductions for 2012/13 and management restructure based on
decisions made by 31% March 2012.

In 2011/12 provision was made in relation to the Council’s liability in
relation to the (new) Carbon Allowances scheme. There are also a
number of other provisions that individually are insignificant.

This heading reflects the borrowing undertaken by the Council to fund its approved capital
programme. Any costs of borrowing are reflected in the Income and Expenditure Account for interest
charges and the Minimum Revenue Provision for the repayment of debt. Central Government will
recognise the costs of any “supported” borrowing within the Council’s annual funding settlement. Any
“unsupported” borrowing undertaken using the Prudential Code will have to be funded from within

Council resources.
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Total Total
Outstanding Outstanding
st Apri 31st March

1%t April 2010 o
Principal Principal
£m cm
0 0
0 0

10.0 10.0

122.4 152.5

132.4 162.5

132.4 162.5

134.1 164.2

Borrowing Repayable

Amounts falling due within one year
Public Works Loans Board & LOBO

Amounts falling due in excess of one

year

Money Market (LOBO) - see note 23

Public Works Loans Board

Total

Fair Value as at 31° March - including

interest due

Total
Outstanding

31 March
2012

Principal

£m

10.0
143.5

153.5

153.5

155.7

The table below shows an analysis of the maturity of loans repayable: - (by principal outstanding).

Total Principal Total Principal
Outstanding Outstanding
1% April 2010 31st March

cm 2010
£m
0 5.0
0 0
0 4.0
4.0 0
0 0
17.0 15.0
13.0 15.0
3.0 9.8
9.0 11.6
86.4 102.1
132.4 162.5
134.1 164.2

Analysis of Loans by
Maturity

Within 1 year

1 up to 2 years
2 up to 3 years

3 up to 4 years

4 up to 5 years
5up to 10 years
10 up to 15 years
15 up to 20 years
20 up to 25 years

Over 25 years

Total

Fair Value as at 31% March -
including interest due

Total Principal

Outstanding

Average Interest 31st March
Rate 2012
£m
- 0
- 0
- 0
- 0
4.2% 1.0
3.7% 16.0
4.4% 14.8
4.2% 8.0
4.8% 18.6
4.3% 95.1
4.3% 153.5
155.7
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Lenders Option Borrowers Option (LOBO)

The Council has two LOBO loans (Lenders Option Borrowers Option). One with Barclays Bank
where after a short initial period of low interest, it then moved to a higher rate during 2009/10. The
second, taken in 2008/09 with Dexia has, at inception, a constant rate of interest for the length of the
loan but only fixed for the initial period. On both loans the lender has the option to increase the rate
beyond the agreed rates after the initial period and at agreed intervals thereafter. The borrower then
has the option to continue at the higher rate or repay the loan incurring no penalty. The loan will
continue for the full term at the agreed rate unless the lender exercises the option to increase the
rate of interest.

Liabilities

These relate to contracts or agreements that the Council has entered into that guarantee future
payments to a third party.

1%t April 2010 31 March 2011 31 March 2012
£m £m £m

Liabilities due within 1 year

0.8 0 DCC Transferred Debt 0
0.4 0.4 PFI Liability 0.4
0 0 Financial Guarantees 0
1.2 0.4 Total due within 1 year 0.4

Liabilities due over 1 year

19.7 0 DCC Transferred Debt 0

10.1 9.7 PFI Liability 9.3
0.2 0.2 Financial Guarantees 1.0
30.0 9.9 Total due over 1 year 10.3
31.2 10.3 Total Liabilities 10.7

Westland and Homelands Schools PFI Scheme

A Project Agreement was signed on 31st March 2000 with Torbay School Services Ltd (TSS) for the
provision of serviced facilities at Westlands Secondary and Homelands Primary Schools in Torquay.
The period of the contract is 26 years from the actual completion of the redevelopment of the
Westlands School buildings, which occurred on 24™ October 2001 (i.e. expires in 2027). Payments
under the contract commenced on 1% April 2001 when Phase 1 of Westlands was completed. The
contract specifies minimum standards for the services to be provided by the contractor, with
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deductions from the fee payable being made if facilities are unavailable or performance is below the
minimum standards. The contractor took on the obligation to construct the schools and maintain them
in a minimum acceptable condition and to procure and maintain the plant and equipment needed to
operate the schools. The buildings and any plant and equipment installed in them at the end of the
contract will be transferred to the Council for nil consideration. There were no changes to the contract
arrangements during the year.

PFI Property Plant and Equipment

The assets used to provide services at both schools are recognised on the Council’s Balance Sheet.
Since the PFI contract started Westlands school became a Foundation School therefore the asset was
derecognised. The Council has retained the liability. Westlands school is expected to transfer to
academy status in 2012/13 however the accounting treatment will not change.

PFl Payments

The Council makes an agreed payment each year which is increased each year by inflation and can
be reduced if the contractor fails to meet availability and performance standards in any year but which
is otherwise fixed. In relation to this contract the Council recognises as a liability on its balance sheet
the element of this annual payment that relates to the construction and purchase of the two schools.
The other elements of the contract, finance costs and service charges are recognised on an annual
basis in the Council's Comprehensive Income and Expenditure account. Payments remaining to be
made under the PFI contract at 31 March 2012 (excluding any estimation of inflation and
availability/performance deductions) are as follows:

Payment for Reimbursement Interest Total

Services * of Capital £m £m

£m Expenditure
£m

Payable in 2012/13 1.6 0.4 0.5 25
Payable within 2 to 5 years 6.1 1.9 1.8 9.8
Payable within 6 to 10 years 7.7 3.0 1.6 12.3
Payable within 11 to 15 years 7.7 3.9 0.7 12.3
Payable within 16 to 20 years 0.7 0.5 0 1.2
Total 23.8 9.7 4.6 38.1

* Assumption that the total annual payment for all three elements to the contractor will remain
constant (ignoring inflation) until 2027/28 when the contract finishes.

Although the payments made to the contractor are described as unitary payments, they have been
calculated to compensate the contractor for the fair value of the services they provide, the capital
expenditure incurred and interest payable. The liability outstanding to pay to the contractor for capital
expenditure incurred is as follows:

Page 10




Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

26.

2010/11 2010/12
£m £m
10.5 Balance outstanding at start of year 10.1
(0.4) Payments during the year (0.4)
10.1 Balance outstanding at year-end 9.7

Financial Guarantees

Torbay Coast and Countryside Trust

The Council has agreed to act as a guarantor to the Torbay Coast and Countryside Trust for
£975,000 (£975,000 2010/2011). This is relating to a bank loan and an overdraft facility, in respect
of capital work and trading at Occombe Farm.

As at 31% March 2012 the fair value of this guarantee was £975,000 (£182,000 2010/11). On the
basis of the TCCT financial plans there are no plans for the TCCT to be able to clear their debts in
the short term without the Council agreeing to sell land leased to the TCCT. The fair value of the
guarantee has been assessed at its full value. This change in value of the fair value of the guarantee
has been reflected in the Council's Income and Expenditure Account and balance sheet.

Under Statutory Instrument 414/2008 (30F) the Council is allowed to neutralise the overall impact of
this guarantee on its accounts until the “risk subsists”.

Usable Reserves

Movements in the Council’s usable reserves are detailed in the Movement in Reserves Statement
and in the table below:

1%t April 31 March 31 March
2010 2011 2012
£m £m £m
3.7 4.0 General Fund Reserve 4.0
31.0 32.8 Earmarked Reserves — see note 8 33.4
0.4 0.5 Usable Capital Receipts Reserve 0
19.1 17.0 Capital Grants & Contributions 13.8

Unapplied
54.2 54.3 Total Usable Reserves 51.2

Details of movement in the individual usable reserves are in the tables below, except the movements
in earmarked reserves which are detailed in note 8
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Usable Capital Receipts Reserve

This reserve holds the balance of any capital receipts at the end of each financial year that have been
received and recognised as income in the Comprehensive Income and Expenditure Account but not
yet applied to finance capital expenditure.

2010/11 2011/12
£m £m
0.4 Balance at 1 April 0.5

Transfer of sale proceeds credited as part of gains/loss on
0.5 disposal to the Comprehensive Income and Expenditure 0.8
Statement.
Transfer to Capital Adjustment Account when applied to
(0.4) finance capital expenditure (1.3)
0.5 Balance at 31 March 0

Capital Grants and Contributions Unapplied Reserve

This reserve holds the balance of any capital grants and contributions at the end of each financial year
that have been received and recognised as income in the Comprehensive Income and Expenditure
Account but not yet applied to finance capital expenditure.

2010/11 2011/12
£m £m
19.1 Balance at 1 April 17.0

Transfer of capital grants & contributions recognised in the
12.5 Comprehensive Income and Expenditure Statement but not 45
yet applied finance capital expenditure.
Transfer to Capital Adjustment Account when applied to
(14.6) finance capital expenditure (7.7)
17.0 Balance at 31 March 13.8

27. Unusable Reserves

Movements in the Council’s unusable reserves are detailed in the Movement in Reserves Statement

and in the table below:
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1%t April 31 March
2010 2011
£m £m
448 44 .4
171.7 167.5
(0.3) (0.3)
0 0
(166.4) (76.6)
1.1 1.8
(3.4) (3.0)
47.5 133.8

Revaluation Reserve

Capital Adjustment Account

Financial Instruments: Adjustment Account
Financial Instruments: Available for Sale
Pensions Reserve

Collection Fund Adjustment Account

Accumulating Compensated Absences
Adjustment Account

Total Unusable Reserves

31 March 2012

£m

57.8
146.8
(1.1)
2.8
(123.5)

26

82.8

Revaluation Reserve

The Revaluation Reserve contains the net gains made by the Council arising from increases in the
value of its Property, Plant and Equipment, Intangible Assets and the “frozen” revaluation gains in

assets now classified as Investment Properties or as Assets Held for Sale. The balance is reduced
when assets with accumulated gains are:

e revalued downwards or impaired and the gains are lost
e used in the provision of services and the gains are consumed through depreciation, or
e 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 were consolidated into the balance
on the Capital Adjustment Account.

2010/11 2011/12
£m £m
Restated
448 Balance at 1 April 444
0 Adjustment to Opening Balance 2.2
2.8 Upward revaluation of assets 15.0
(2.5) Downward revaluation of assets and impairment (0.3)
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losses not charged to the Surplus/Deficit on the
Provision of Services

Surplus or deficit on revaluation of non-current
0.3 assets not posted to the Surplus or Deficit on the 14.7
Provision of Services

Difference between fair value depreciation and

(0.8) L L (0.6)
historical cost depreciation

0.1 Accumulated gains on assets sold or scrapped (2.9)
Amount written off to the Capital Adjustment

(0.7) (3.5)
Account

44 4 Balance at 31 March 57.8

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 Assets held for
Sale that have yet to be consumed by the Council. The Account also contains revaluation gains
accumulated on non current assets before 1 April 2007, the date that the Revaluation Reserve was
created to hold such gains. Note 7 provides details of the source of all the transactions posted to the
Account, apart from those involving the Revaluation Reserve.

2010/11 £m 201112 £m
Restated
171.7 Balance at 1 April 167.5
0 Adjustment to Opening Balance (2.2)

Reversal of items relating to capital expenditure debited or
credited to the Comprehensive Income and Expenditure

Statement:
e Charges for depreciation and impairment of non
(19.9) current assets (23.4)
(0.3) e Amortisation of intangible assets (0.3)
e Revenue expenditure funded from capital under
(10.7) statute (2.9)
0.1 ¢ Notional Rent Credit 0.1
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e Amounts of non current assets written off on disposal
(0.3) or sale as part of the gain/loss on disposal to the (21.5)
Comprehensive Income and Expenditure Statement

(31.1) (48.0)
0.7 Adjusting amounts written out of the Revaluation Reserve 3.5
Net written out amount of the cost of non current assets
(30.4) consumed in the year (44.5)

Capital financing applied in the year:
¢ Use of the Capital Receipts Reserve to finance new

0.4 capital expenditure 1.3
¢ Capital grants and contributions credited to the
49 Comprehensive Income and Expenditure Statement 12.4

that have been applied to capital financing
e Application of grants to capital financing from the

14.6 Capital Grants Unapplied Account 7.7
e Statutory provision for the financing of capital

4.0 investment charged against the General Fund 3.9
¢ Repayment of Debt Transferred from Devon County

0.4 Council 0

1.9 ¢ Capital expenditure charged against the General Fund 0.9

26.2 26.2
Movements in the market value of Investment Properties

0 debited or credited to the Comprehensive Income and (0.1)

Expenditure Statement

Movements in the market value of Assets Held for Sale
0 debited or credited to the Comprehensive Income and (0.1)
Expenditure Statement

167.5 Balance at 31 March 146.8

Financial Instruments Adjustment Account

The Financial Instruments Adjustment Account absorbs the timing differences arising from the different
arrangements for accounting for income and expenses relating to certain financial instruments such as
the fair value of guarantees and for bearing losses or benefiting from gains per statutory provisions.

2010/11 £m 2011/12 £m
Balance at 1 April
(0.3) (0.3)
Costs incurred in the year and charged to the

0 Comprehensive Income and Expenditure Statement (0.8)
Proportion of costs incurred in previous financial years
to be credited to General Fund Balance in accordance

0 with statutory requirements 0

Amount by which finance costs charged to the
Comprehensive Income and Expenditure Statement are
0 different from finance costs chargeable in the year in (0.8)
accordance with statutory requirements
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(0.3) Balance at 31 March (1.1)

Financial Instruments Available For Sale Adjustment Account

The Financial Instruments Available for Sale reflects the movement in fair value of the Councils
investments held as financial assets at fair value — the Council's investments in its subsidiary
companies the Torbay Economic Development Company and the English Riviera Tourism Company.

2010/11 2011/12
£m £m
0 Balance at 1 April 0
0 Initial Recognition of Fair Value of Investment in Year (3.6)
0 Movement in Fair Value in year 0.8
0 Balance at 31 March (2.8)

Pensions Reserve - (Funded and Unfunded Liabilites)

The Pensions Reserve absorbs the timing differences arising from the different arrangements for
accounting for post employment benefits and for funding benefits in accordance with statutory
provisions. The Council accounts for post employment benefits in the Comprehensive Income and
Expenditure Statement as the benefits are earned by employees accruing years of service, updating
the liabilities recognised to reflect inflation, changing assumptions and investment returns on any
resources set aside to meet the costs. However, statutory arrangements require benefits earned to be
financed as the Council makes employer’s contributions to pension funds or pays any pensions for
which it is directly responsible. The debit balance on the Pensions Reserve therefore shows a
substantial shortfall in the benefits earned by past and current employees and the resources the
Council has set aside to meet them. The statutory arrangements will ensure that funding will have
been set aside by the time the benefits come to be paid.

2010/11 2011/12
£m £m
(166.4) Balance at 1 April (76.6)
61.5 Actuarial gains or (losses) on pensions assets and liabilities (46.0)

Reversal of items relating to retirement benefits debited or
credited to the Surplus or Deficit on the Provision of Services

201 in the Comprehensive Income and Expenditure Statement (8.4)
Employer’s pensions contributions and direct payments to
8.2 pensioners payable in the year 7.5
(76.6) Balance at 31 March (123.5)
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28

Collection Fund Adjustment Account

The Collection Fund Adjustment Account manages the differences arising from the recognition of
council tax income in the Comprehensive Income and Expenditure Statement as it falls due from
council tax payers compared with the statutory arrangements for paying across amounts to the
General Fund from the Collection Fund.

2010/11 201112

£m £m

11 Balance at 1 April

1.8
Amount by which council tax income credited to the

Comprehensive Income and Expenditure Statement is
0.7 different from council tax income calculated for the year in 0.8

accordance with statutory requirements

1.8 Balance at 31 March 2.6

Accumulating Compensated Absences Adjustment Account

The Accumulating Compensated Absences Adjustment Account absorbs the differences that would
otherwise arise on the General Fund Balance from accruing for compensated absences earned but
not taken in the year e.g. annual leave entitlement carried forward at 31 March. Statutory
arrangements require that the impact on the General Fund Balance is neutralised by transfers to or
from the Account.

2010/11 2011/12
£m £m
(3.4) Balance at 1 April (3.0)
Settlement or cancellation of accrual made at the end of

3.4 the preceding year 3.0
Amount by which officer remuneration charged to the

(3.0) Comprehensive Income and Expenditure Statement on an (2.6)
accruals basis is different from remuneration chargeable in
the year in accordance with statutory requirements

(3.0) Balance at 31 March (2.6)

Cash Flow — Adjustment to net surplus or deficit on Provision of Services for Non Cash items

The table below lists the adjustments required in the cash flow statement to reverse non cash items
accounted for in the Provision of Services in the Comprehensive Income and Expenditure Account.
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2010/11 Non Cash Movements in Provision Of Services 2011/12
£m £m
(20.0) Depreciation, Impairment & downward valuations (23.4)
(0.3) Amortisation (0.3)
(5.9) Increase/Decrease in Creditors 3.3

Increase/Decrease in Debtors including impairment for
04 bad debts 1.3
(0.3) Increase/Decrease in Stock 0
283 Movement in pension liability 0.9
Carrying amount of non-current assets and
(0.3) non-current assets held for sale, sold or derecognised (21.7)

Other non-cash items charged to the net
surplus or deficit on the provision of

(66) services 0.9
(4.7) (39.0)
29 Cash Flow — Adjustment for items included in the net surplus or deficit on the Provision of

Services that are investing and financing activities.

The table below lists the adjustments required in the cash flow statement to reverse items for
investing and financing activities that are accounted for in the Provision of Services in the
Comprehensive Income and Expenditure Account

2010/11 Investing and Financing Activities in Provision Of 2011/12
Services

£m £m
Proceeds from short-term (not considered

0.3 to be cash equivalents) and long-term investments. 0.3
Proceeds from the sale of Property, Plant & Equipment,

0.9 Investment Properties and Intangible Assets. 0.9

1.2 1.2

30. Cash Flow Statement — Operating Activities — Interest Paid & Received

The cash flows for operating activities include the following items:
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2010/11 2011/12
£m £m
(4.5) Interest received (1.4)
7.3 Interest paid 6.3
28 Total Interest Received & Paid 4.9
31 Cash Flow Statement — Investing Activities
The cash flows for investing activities include the following items:
2010/11 201112
£m £m
320 Purchase of property, plant and equipment, investment 18.6
' property and intangible assets
17.8 Purchase of short-term and long-term investments 0
(0.9) Proceeds from the sale of property, plant and equipment, (0.9)
' investment property and intangible assets
(0.3) Proceeds from short-term and long-term investments (21.2)
48.6 Net cash flows from investing activities (3.5)
32. Cash Flow Statement — Financing Activities
The cash flows for financing activities include the following items:
2010/11 201112
£m £m
(10.0) Cash receipts from short- and long-term borrowing 0
Cash payments for the reduction of the outstanding
0.8 liabilities relating to transferred debt and on-balance sheet 0.4
PFI contracts
0 Repayments of short- and long-term borrowing 9.0
(9.2) Net cash flows from financing activities 9.4
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33. Amounts Reported for Resource Allocation Decisions

The analysis of income and expenditure by service on the face of the Comprehensive Income and
Expenditure Statement is that specified by the Service Reporting Code of Practice. However,
decisions about resource allocation are taken by the Mayor and Council on the basis of budget reports
analysed across directorates. These reports are prepared on a different basis from the accounting
policies used in the financial statements. In particular:

e no charges in relation to capital expenditure are included on the management reports
(whereas depreciation, revaluation and impairment losses in excess of the balance on the
Revaluation Reserve and amortisations are charged to services in the Comprehensive Income
and Expenditure Statement)

o the cost of retirement benefits is based on cash flows (payment of employer’s pensions
contributions) rather than current service cost of benefits accrued in the year

e expenditure on support services is budgeted for and included in management reports but not
allocated to services.

e Expenditure on capital financing such as minimum revenue provision are included in
management reports but not charged to services in the Comprehensive Income and
Expenditure Statement.

e Transactions with bodies within the Council's group are included in within management
reporting but other group transactions are not included.

The income and expenditure of the Council’s four directorates recorded in the budget reports for the
year is as follows:

Directorate Income and Adults Childrens Communities and Place & Total
Expenditure Local Democracy Environment
201112 £m £m £m £m £m

Fees, charges & other service

Income

Service income (14.3) (12.9) 1.7) (14.4) (43.3)

Government grants (85.0) (83.9) (0.2) (0.8) (169.9)
Total Income (99.3) (96.8) (1.9) (15.2) (213.2)
Employee expenses 14.3 73.1 46 8.1 100.1

Other service expenses 153.5 47.0 1.0 37.4 238.9

Total Expenditure 167.8 120.1 5.6 455 339.0

Net Expenditure 68.5 23.3 3.7 30.3 125.8
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Reconciliation of Directorate Income and Expenditure to Cost of Services in the Comprehensive Income and Expenditure
Statement

This reconciliation shows how the figures in the analysis of directorate income and expenditure relate to the amounts
included in the Comprehensive Income and Expenditure Statement.

2010/11 2011/12

£m £m
Net expenditure in the Directorate Analysis 132.7 125.8
Amounts in the Comprehensive Income and Expenditure Statement not reported to
management in the Analysis (13.8) 23.1
Amounts included in the Analysis not included in the Comprehensive Income and
Expenditure Statement (12.9) (8.2)
Cost of Services in Comprehensive Income and Expenditure Statement 106.0 140.7

The following table shows the management structure used in 2011/12 restated as if it were in use in
2010/11.

Directorate Income and Corporate People Environment Operational Total
Expenditure Support Support

2010/11 Comparative Figures £m £m £m £m £m
Fees, charges & other service

income

Service Income (3.9) (18.6) (19.1) (7.5) (49.1)
Government grants 2.1) (103.5) (2.9) (80.0) (188.5)
Total Income (6.0) (122.1) (22.0) (87.5) (237.6)
Employee expenses 7.6 86.8 14.4 8.8 117.6
Other service expenses 17.6 100.9 38.2 96.0 2527
Total Expenditure 25.2 187.7 52.6 104.8 370.3
Net Expenditure 19.2 65.6 30.6 17.3 132.7
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This reconciliation shows how the figures in the analysis of [directorate] income and expenditure relate to a
subjective analysis of the Surplus or Deficit on the Provision of Services included in the Comprehensive
Income and Expenditure Statement.

Directorate = Amounts not Amounts Cost of  Corporate Total
Analysis reported to not Services Amounts
2011/12 management included in
for decision 1&E
making
£m £m £m £m £m £m

Fees, charges &
other service
i come (43.3) 0 15.6 (27.7) (1.0) (28.7)
Interest and 0 0 0 0 (14.6) (14.6)
investment
Income from 0 0 0 0 (63.7) (63.7)
council tax
Government
grants and
contributions (169.9) (4.5) 2.3 (172.1) (82.7) (254.8)
Total Income (213.2) (4.5) 17.9 (199.8) (162.1) (361.9)
Employee 100.1 (2.0) 0 98.1 0 98.1
expenses
Other service 238.9 43 26.1) 217.1 0.2 217.3
expenses
Depreciation,
amortisation and 0 25.3 0 25.3 0.1 25.4
impairment
Interest Payments 0 0 0 0 221 22.1
Precepts & Levies 0 0 0 0 0.2 0.2
Gain or Loss on
Disposal of Non
Current Assets 0 0 0 0 21.6 216
Total 339.0 27.6 (26.1) 340.5 44.2 384.7
(Surplus)/Deficit 125.8 23.1 (8.2) 140.7 (117.9) 22.8

Page.122



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

2010111 Directorate Amounts not Amounts Cost of Corporate Total
Analysis reported to not Services Amounts
Restated management for  included in
decision making 1&E
£m £m £m £m £m £m

Fees, charges &
other service
income (49.1) (35.2) 15.0 (69.3) (0.8) (70.1)
Interest and
investment
n 0 0 0 0 (15.0) (15.0)
income
Income from 0 0 0 0 62.7) (62.7)
council tax
Government
grants and
contributions (188.5) (15.2) 0.5 (203.2) (77.8) (281.0)
Total Income (237.6) (50.4) 15.5 (272.5) (156.3) (428.8)
Employee 1176 2.1 0 119.7 0 119.7
expenses
Other service 252.7 14.3 (28.4) 238.6 02 238.8
expenses
Depreciation,
amortisation and
impaiment 0 20.2 0 20.2 0 20.2
Interest 0 0 0 0 25.2 25.2
Payments
Precepts & 0 0 0 0 0.2 0.2
Levies
Gain or Loss on
Disposal of Non
Current Assets 0 0 0 03 0.3
Total 370.3 36.6 (28.4) 378.5 25.9 404.4
expenditure
(Surplus) or
deficit on the
provision of
services 132.7 (13.8) (12.9) 106.0 (130.4) (24.4)

34.  Trading Operations

The Council does not have any internal trading operations that are operated on a fully commercial
basis. Where a Council service does include a supply to external customers the income and the
relevant expenditure is disclosed within the appropriate service heading in the Comprehensive Income
and Expenditure Statement. This includes services such as harbours, car parking, services to schools
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35.

36

37.

including academies and external print work. The Council’s interests in companies that “trade” are
disclosed in the Council’'s 2011/12 Group Accounts

Agency Services

The Council provides professional services to the Environment Agency in relation to rivers and to Pell
Frishmann on a contract for South West Water. The value of this work is less than £200,000.

The Council, as a billing Council, also acts as an agent to both Central Government for the collection
of NNDR (Business rates) and for the proportion of the collection fund for Council Tax for the major
precepting bodies — Devon and Cornwall Police and Devon and Somerset Fire and Rescue Service.
The Council is funded for this work within its overall funding.

Pooled Budgets

Under section 75 of the NHS Act 2006, the Council has entered into a pooled budget arrangement
with Torbay Care Trust for the joint provision of an equipment store for the purchase and distribution of
items to meet the social care and health needs of people living in the Torbay area. The Council and
the Trust have an agreement in place for funding these with the partners contributing funds to the
agreed budget equal to a 50% split to each partner. The same proportions are used to meet any
deficit or share any surplus arising on the pooled budget at the end of each financial year.

The pooled budget is hosted by the Council as the lead Council on behalf of the two partners to the
agreement.

2010/11 2011/12
£m £m

Funding provided to the pooled budget:
0.5 e the Council 0.6
0.5 o the Trust 0.5

1.0 11

Expenditure met from the pooled budget:

(0.5) e The Council (0.6)
(0.5) e the Trust (0.5)
(1.0) (1.1)
0 Net surplus on the pooled budget during year 0
0 Council share of 50% of the net surplus arising 0
on the pooled budget
£000’s £000’s
32 Shared surplus for the year 34

Members’ Allowances

Under the Council’'s Members Allowances scheme the following amounts were paid to members of the
Council during the year.
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2010/11 2011/12
£000's £000’s
466 Basic and Special Responsibility Allowance 424
5 Expenses 4
471 Total 428

The current Allowances’ scheme can be found on the Council’s website at

www.torbay.gov.uk/index/council/councillors-democracy/constitution.htm.

38. Officers’ Remuneration

The remuneration paid to the Council’'s senior employees is as follows:

Compen- Pension
sation for Contribution
Loss of at “common
Salary Expenses Office rate” Total
£000’s £000’s £000’s £000’s £000’s
Elizabeth Raikes (Chief 2011/12 151 6 0 24 181
Executive) 2010/11 151 1 0 23 175
Caroline Taylor (Deputy 201112 109 1 0 16 126
Chief Executive) 2010/11 109 1 0 16 126
Richard Williams (Director of ~ 2011/12 7 0 0 10 81
Shdrrsseession o : - - :
People Commissioner & 201112 80 0 55 7 142
QL oSy WM s : o s
y )

Charles Uzzell (Environment  2011/12 109 0 0 16 125
Commissioner) 2010/11 109 1 16 126
Operational Commissioner to  2011/12 78 0 4 11 130
January 2012 2010/11 91 1 14 106
Paul Looby (Chief Finance 2011/12 78 0 12 90
Officer - May 2011) 2010/11 ) } } ) )
Chief Finance Officer to June 2011/12 21 0 43 64
2011 2010/11 78 1 0 12 91
Anthony Butler (Monitoring 201112 46 0 0 53
Officer) 2010/11 50 0 0 57
Monitoring Officer 201112 - - - - -

2010/11 5 0 0 0 5

Notes The Monitoring Officer to 2010/11 was employed on a contractual basis.

Expenses include any payments in relation to local elections where the Council is
responsible for the election.
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The number of employees whose taxable remuneration, excluding employer’s pension contributions,
exceeds £50,000 while employed by Torbay Council is set out in the table below in bands of £5,000.
Remuneration for these purposes includes all sums paid or receivable by an employee and sums due
by way of allowance (as far as those sums are chargeable to UK income tax) and the money value of
any other benefits received other than in cash.

Number of Employees by employer
2010/11

Council  Schools - Schools -

Council Governing

Body

Remuneration Band

Number of Employees by
employer

201112

Council Schools - Schools -

Council Governing

Body

-
N
-
w
-
H
-
[=2]

1 £50,000 to £54,999
£55,000 to £59,999
£60,000 to £64,999
£65,000 to £69,999
£70,000 to £74,999
£75,000 to £79,999
£80,000 to £84,999
£85,000 to £89,999
£90,000 to £94,999
£95,000 to £99,999

£100,000 to £104,999

£105,000 to £109,999
£110,000 to £114,999
£115,000 to £119,999
£120,000 to £124,999
£125,000 to £129,999
£130,000 to £134,999
£135,000 to £139,999
£140,000 to £144,999
£145,000 to £149,999
£150,000 to £154,999
£155,000 to £159,999

-
o
-
o

= O O O O O = O O O N O O NN O O b OO N &N
O O O O O O O O O O ©O O =) =P, a2 a W >

©O O O O O O O O O O O - 0O O O = = => N &

= O O O O = O O = O N = O = O = =2 0 O 6w
O O O O O O ©O O - 0O O - 0O O O = O hd NN OO
O O O O O O O O O O - 0O O O O = O = = b~ ©o b»

Y
w
w
[=2]
w
a
H
-
w
a
N
-

39. 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 statutory inspections and to non-audit services provided by the
Council’'s external auditors:
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2010/11 2011/12
£000 £000
227 Fees payable to the Audit Commission with regard to external audit 207

services carried out by the appointed auditor for the year

34 Fees payable to the Audit Commission for the certification of grant 35
claims and returns for the year

4 Fees payable in respect of other services provided by the Audit 0

Commission during the year

265 Total 242

40. Dedicated Schools Grant (DSG)

The Dedicated Schools Grant is a ring-fenced grant and can only be applied to meet expenditure
properly included in the Schools Budget. The Schools Budget includes elements for a restricted range
of services provided on a Council-wide basis and for the Individual Schools Budget, which is divided
into a budget share for each school. Over and under-spends on the two elements are required to be
accounted for separately. The Council is able to supplement the Schools Budget from its own
resource but for this year it has chosen not to do so.

The Council has fully deployed the DSG grant to support the Schools Budget in accordance with the
relevant legislation (Education Act 2002 & School Standards Framework Act 1998). This was
evidenced by the Chief Finance Officer’s certification of the Section 251 (Schools outturn) statement
to the Department for Education.

Details of the deployment of DSG receivable for 2011/12 are as follows:

Schools Budget Funded by Dedicated Schools Grant 2011/12
Central Individual Total
E dit Schools
xpenditure Budget
£m £m £m
Final DSG for 2011/12 7.5 61.9 69.4
Plus: Brought forward from 2010/11 0.4 0 0.4
Less: Carry forward to 2012/13 0 0 0
agreed in advance
Agreed budgeted distribution in 7.9 61.9 69.8
2011/12
Less: Actual Central Expenditure (7.9) 0 (7.9)
Less: Actual ISB deployed to schools 0 (61.9) (61.9)
Carry forward to 2012/13 * 0 0 0

* Actual carry forward to 2012/13 is £12,525.
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41.

Grant Income

The Council credited the following grants and contributions to the Comprehensive Income and
Expenditure Statement. As a result of funding changes by Central Government the mix of the
Council’s grant funding has changed significantly in 2011/12.

201011 Credited to Taxation and Non Specific Grant Income 201112
£m £m
7.5 Revenue Support Grant 14.7

- Local Support Services Grant 0.6
12.2 Area Based Grant -

- New Homes Bonus Grant 0.3

- Council Tax Freeze Grant 1.6
51.5 NNDR Redistribution 47.7
0.6 Grant re PFI Finance costs 0.5
6.0 Capital Grants & Contributions 13.8
77.8 Total 79.2

2010/11 Credited to Cost of Services 2011112
£m £m
71.1 Dedicated Schools Grant (Department of Education) 69.4
79.4 Benefit Subsidy & Admin Grant (Dept of Work & Pensions) 82.8
11.3 Standards Fund (Department of Education) -
121 Post 16 Funding (Learning & Skills Council) 3.9

- Early Intervention Grant 6.1
14.1 Other Central Government Grants — Revenue 5.4
15.2 Other Central Government Grants — Refcus * 4.5

203.2 Total 1721

The Council has received a number of grants and contributions 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 shown in Note 22.

Note * Refcus Grants are Capital Grants that are used to fund “Revenue Expenditure Funded Under
Statute” where the Council has to charge to revenue, capital expenditure where no asset is created,
such as spend in relation to Foundation schools where the Council does not recognise the asset on its
balance sheet.
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42,

Related Parties

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. Any balances due to/from these related
parties at the end of a financial year are included within the Council’s total debtor and creditor figures.

Interest in Companies

The Council maintains involvement with a number of subsidiary and associated companies. Where
the Council has a significant controlling influence in these companies and the transactions are

material, they are consolidated within the Council’s Group Accounts. The figures included within the
Group accounts are based on unaudited accounts.

The companies consolidated in the Group Accounts are:

Company Accounting basis for
consolidation
Torbay Economic Development Company Subsidiary
English Riviera Tourism Company Subsidiary
TOR2 Ltd Associate
Careers South West Associate
Riviera International Conference Centre Ltd. Associate
The PLUSS Organisation Ltd Associate

Further information on these companies and their relationship with Torbay Council is available in the

Council’s Group Accounts including a table on page 129 listing principal activities, board members
and year end balances.

The Council has provided pension guarantees to the Torbay Economic Development Company, the

English Riviera Tourism Company, PLUSS and Careers South West. Also the Council has provided
a bank guarantee and loan to PLUSS. Further details are disclosed in note 44 Contingent Liabilities.

Other interests in Companies

The following companies are also related to the Council. However they are not considered material
in financial terms and they are not consolidated within the Group Accounts:

Torbay Enterprise Agency Limited is a private company limited by guarantee without share capital
under the control of Torbay Council. The nature of the company is to support businesses within
Torbay. Torbay Council staff and Councillors comprise all members and directors of this company.
The company is now not actively trading but has not yet been closed down.

Brighter Bay Limited (company limited by guarantee) has had no financial transactions and was
dissolved as of 5" June 2012.

Torbay Development Agency Limited: This Company has had no financial transactions and was
dissolved as of 6th December 2011.

SWERCOTS Ltd is the South West of England Regional Co-ordination of Trading Standards and
represents the 15 South West Regional Authorities. In February 2012 the company went into
voluntary liquidation with its assets likely to transfer in 2012/13 to a successor body — the Trading
Standards Partnership South West — also called SWERCOTS.

Pagge 129



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

South West Grid for Learning Trust is limited by guarantee and was incorporated on 9th October
2005 with the 15 South West Regional Authorities as members. The company objectives are the
advancement of education as a solely charitable purpose by any means relating to the effective use
of information and communication technologies for the benefit of the public. There are no
transactions/liabilities associated with Torbay Council's membership other than the nominal initial
one-off fee. For financial reporting this relationship has been treated as an investment.

Torbay Town Centres Limited. In 2008/09 the Council with representatives from local businesses
formed this company to support the process for establishing Business Improvement Districts (BID) in
the Torbay area. The Council collects the BID levy on behalf of the Torquay BID and the Paignton
BID on an agency basis. The value of the levy collected by the Council and paid to the company in
2011/12 was £0.4million. (2010/11 £0.2million)

Trust Funds

The Council acts as a Trustee for a number of funds. These balances do not form part of the
Council's accounts. The value of these funds as at 31st March 2012 was £43,000 (£44,000
2010/11). Of this balance £38,000 is held within the Council’s bank account with the balance of
£5,000 relating to the (civic) Mayor of Torbay’s charity fund held in a separate bank account.

Central Government

Central government (Her Majesty’s Government for the United Kingdom of Britain and Northern
Ireland) 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 Note 41.

Other bodies

The table below outlines transactions between the Council and other assisted organisations where the
influence is considered to be material, either to the Council or to the organisation.

2010/11 2011/12
Receipts Payments Receipts Payments
£000’s £000’s £000’s £000'’s

Precepts

Environment Agency 0 39 0 43
Inshore Fisheries & Conservation Authority 0 56 0 26
Brixham Town Council 0 187 0 186
Assisted Organisations

Torbay Citizens Advice Bureau 0 193 0 183
Torbay Coast & Countryside Trust 0 239 0 213

Members

Members of the council have direct control over the Council’s financial and operating policies. The
total of members’ allowances paid in 2011/12 is shown in Note 37. The Members’ Record of
Interests and Register of Gifts & Hospitality for each Member are available on the Council's website.

http://www.torbay.gov.uk/DemocraticServicess/mgMemberindex.aspx?bcr=1

In addition for 2011/12 the following declarations were made in relation to Members financial
transactions with the Council:-
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Councillor J Richards declared that she is a director of J & J Catering (Devon) Ltd and holds a street
traders licence value £900 (2010/11: £237).

Councillor D Thomas declared that he holds a street traders licence with Councillor J Richards. The
Councillor is also owner of Gold Print which has provided a printing service to for Blatchcombe
Community Partnership value £245 which was paid during 2011/12.

Officers
Officers have declared interests in the following

Mrs S Cheriton declared that she is a Director of Torbay Coast and Countryside Trust, Director of
English Riviera Tourism Company and Director of English Riviera Geopark Company.

Mrs C Taylor declared that her husband is a freelance musician/composer and occasionally works in
schools within Torbay on specific projects and may be involved in cultural projects.

Mr C Uzzell declared his wife is owner of Roots Personal Development Limited, a company that
operates nationally but has done unpaid work for Outset Torbay which is funded by the Economic
Development Company
Mr S Parrock declared he is Chief Executive of Torbay Economic Development Company

The Council maintains a Register of Gifts & Hospitality for officers. During 2011/12 where officers

received hospitality and prizes (over the value of £25) in the course of their employment this was
declared in the Register.

Other Public Bodies [subject to common control by central government]

Torbay Care Trust

In December 2005 the Council entered a “partnership agreement” with Torbay Care Trust, (formerly
Torbay Primary Care Trust) for the provision of adult care services formally operated by the Council.
The Council remains ultimately responsible for adult social care.

Torbay Care Trust under health reforms has split into two bodies: NHS Torbay and Torbay and
Southern Devon NHS Provider Trust. The Council’s partnership agreement for adult social care has
transferred to the Provider Trust.

The expenditure and income for the pooled budget for the partnership agreement is shown in the table
below.
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2010/11 Partnership Agreement Memorandum Account 2011/12
£m £m
(44.1) Health Funding (57.2)
(43.5) Torbay Council Funding (43.1)
(87.6) Total Pooled Budget Funding (100.3)
30.2 Net Social Care Commissioned Expenditure 30.0
- Pooled Provider Expenditure (NHS & Social Care) 53.1
- Support Services 16.6

29.2 Health Commissioned Expenditure -
27.9 Pooled Provider Expenditure -
87.3 Total Pooled Budget Expenditure ** 99.7
(0.3) (Surplus)/ Deficit (0.6) *

* As a result of the risk share arrangement between the Care Trust and the Council the surplus on
the pooled budget for 2011/12 was retained by the Care Trust.

** Due to changes in the pooled budget in relation to Health services the expenditure categories are
not directly comparable between the two financial years.

Pooled Budget

The Council has a pooled budget arrangement with Torbay Care Trust for the provision of a joint
equipment store. Transactions and balances outstanding are detailed in Note 36.

Joint Committees

Devon Audit Partnership

From April 2009 Torbay set up a Joint Committee with Devon County Council and Plymouth City
Council for the provision of a shared internal audit service. The service is also able to provide audit
services to other organisations.

Devon County is the "host” Council for the Joint Committee with all staff now employed by Devon
County Council. Assets and Liabilities of the Joint Committee are split on an agreed basis (number of
FTE’s on inception of the Committee). Torbay’s share is equal to 27%. Each partner is required to
reflect their share of income and expenditure and any assets and liabilities within their accounts. The
impact on the Council’s accounts of this change is not material. Torbay’s contribution to the
partnership for 2011/12 was £0.4m (2010/11 £0.4m).

A summary of the Joint Committee’s accounts and Torbay’s share is shown in the table below:
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43.

44.

2010/11 Devon Audit Partnership 201112 2011112
Torbay Total Torbay
share share
£m Income & Expenditure Account: £m £m
(0.5) Income (1.7) (0.5)
0.5 Expenditure 1.7 0.5
0 (Surplus)/Deficit transferred to/from reserve 0 0
£m Balance Sheet: £m £m
0 Current Assets & Liabilities 0.2 0
0 Reserves (0.2) 0
0 Total balance sheet 0 0
£000's £000’s  £000’s
(6) (Surplus)/Deficit for Year (44) (12)

PATROL - Parking and Traffic Regulations Outside London.

It is a statutory requirement for Councils undertaking civil parking enforcement to join this Joint
Committee in order to access independent adjudication. The agreed primary objectives of the Joint
Committee are the provision of:

a) a fair adjudication service for Appellants

b) consistency in access to adjudication;

c) a cost effective and equitable adjudication service for all Parking Authorities

d) to deal with a wide range of authorities with varying levels of demand for adjudication.

Impairment Losses

Impairment losses and impairment reversals are charged to the Surplus or Deficit on the Provision of
Services and to Other Comprehensive Income and Expenditure. The impairment by asset class is
shown within Note 12 reconciling the movement over the year in Property, Plant and Equipment.

During 2011/12, the Council has recognised an impairment loss of £15.4m in total (£13.6m 10/11).
Of this sum £4.5 million related to the Parkfield Youth Project, £2.1 million in relation to Cockington
Court and £3.5 million related to Mayfield Special School. All three were major capital projects that
were substantially completed in 2011/12 and were then subsequently valued on an operational use
basis linked to rental streams where appropriate. This valuation on completion gave rise to these
significant impairment losses.

Contingent Liabilities

Pension Guarantees

The Council has a number of contingent liabilities in relation to pension guarantees arising either from
the externalisation of Council services or support to local organisations. For externalisations the
Council has guaranteed to meet any pension related financial liabilities arising on staff prior to transfer.

These are listed in the table below:
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Organisation

Relationship to Council

Torquay Museum Grant funded
Economic Development Company Subsidiary
English Riviera Tourism Company Subsidiary
PLUSS Associate

South West Grid for Learning

Linked public sector body

Careers South West Associate
Torbay Coast & Countryside Trust Grant funded
Torbay Catering Services Contractor

There is no pension guarantees for TOR2 as in 2010/11 the Council funded a £0.25 million bond to
meet any liabilities and the Council will fund any increase in the TOR2 employer contributions required

to met any deficit in relation to the staff that transferred to TOR2.

Landfill

Although the Government has terminated the Landfill Allowance Trading Scheme (LATS) because of
its expectation to meet EU landfill targets set for the UK, the cost of landfill continues to be a
significant issue within Torbay Council as it strives to meet the cost of the Government’s landfill tax
escalator which increases by £8 per tonne each year. Ongoing recycling and diversion measures plus
the proposed PFI scheme for an Energy From Waste Facility with Plymouth City Council and Devon
County Council will continue to ensure a reducing tonnage base on which the tax is applied. In
2010/11, a preferred contractor (MVV Environmental) was chosen for the PFI project by the three

Councils.
Bank Guarantees

The Council provides the following bank guarantees for overdrafts and/or loans.

Organisation

Value of guarantee

PLUSS

£125,000

Torbay Coast & Countryside Trust

£975,000

Loans

The Council has provided the following loan or loan facility to the following organisations. These loans
are included in the Council’s debtor balances on the balance sheet as at 31% March 2012.

Organisation

Value of loan

PLUSS £208,000
Torbay Economic Development Company £575,000 *
Academy Schools £86,000
Car Loans — staff £23,000
Babbacombe CIiff Railway £22.000
Housing Loans £8,000

Note * loan facility not used as at 31% March 2012
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45. Termination Benefits and Exit Packages
In 2011/12 the Council continued, as part of the Council's budget reductions, the process to terminate
the contracts of a number of employees and announced plans that would result in further terminations
in 2012/13, incurring an estimated cost of £0.5 million in relation to staff redundancy and strain costs.
There were additional termination costs as a result of other service specific issues such as school
related costs.
The number of exit packages banded by the total cost of each exit package, split by compulsory
redundancy and other departures, (such as voluntary redundancy or settlements), are detailed in the
table below. The costs disclosed are redundancy and strain payments and relate to staff employed by
the Council, including schools, only.
Note: These are exit packages that were accounted for in the Council’'s comprehensive income and
expenditure account in the relevant year i.e. on a “demonstrably committed” basis not a cash basis.
Number of Exit packages by band Value of Number of Exit packages by band
2010/11 Exit 2011/12
package
Compulsory Other Departures Compulsory Other Departures
Redundancy Redundancy
No. In Total Cost | No.In | Total Cost No. In Total Cost | No.In | Total Cost
Band £000’s Band £000’s Band £000’s Band £000’s
19 101 33 238 1,000- 56 229 33 115
14,999
8 168 13 268 15,000- 6 113 3 62
24,999
3 85 10 287 25,000- 3 93 1 25
34,999
0 0 2 80 35,000- 1 40 2 90
44,999
2 106 1 53 45,000- 1 52 0 0
54,999
0 0 1 60 55,000- 1 60 2 116
64,999
1 75 1 69 65,000- 0 0 0 0
74,999
2 156 0 0 75,000- 0 0 0 0
84,999
1 95 0 0 85,000- 0 0 0 0
94,999
0 0 0 0 95,000- 0 0 0 0
104,99
0 0 0 0 105,000- 0 0 0 0
114,999
1 117 0 0 115,000- 0 0 0 0
124,999
0 0 0 0 125,000- 0 0 0 0
134,999
37 903 61 1,055 68 587 M1 408
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46  Capital Expenditure and Capital Financing

The total amount of capital expenditure incurred in the year is shown in the table below, 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 over their asset life, the expenditure
results in an increase in the Capital Financing Requirement (CFR). This is a measure of the capital
expenditure incurred historically by the Council that has yet to be financed. The CFR is analysed in
the table below.

2010/11 2011/12
£m £m
129.7 Opening Capital Financing Requirement 137.6

Capital investment

29.2 Property, Plant and Equipment 17.6
0 Investment Properties 0
0.3 Intangible Assets 0.1
14.3 Revenue Expenditure Funded from Capital under 44

Statute

Sources of finance
(0.4) Capital receipts (1.3)
(28.9) Government grants and other contributions (16.5)

Sums set aside from revenue:

(2.2) e Direct revenue contributions (0.9)
(4.0) ¢ MRP (3.9)
(0.4) e DCC Transferred Debt 0

137.6 Closing Capital Financing Requirement 1371

Explanation of movements in year

4.2 Increase in underlying need to borrowing (supported by 1.7
government financial assistance)

8.1 Increase in underlying need to borrowing (unsupported 1.7
by government financial assistance)

(4.4) Provision for repayment of borrowing (MRP) (3.9)

7.9 Increase/(decrease) in Capital Financing Requirement (0.5)
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47.

Leases

Council as Lessee

Operating Leases - Equipment

In previous years the Council has acquired its fleet of refuse collection vehicles by entering into
operating leases, with typical lives of seven years. Payments in 2011/12 totalled less than £0.1 million.
From July 2010 all Council operating leases for vehicles were sub-let to TOR2. The Council will not
receive any sublease payments where a lease is in its “primary” period. However TOR2 will reimburse
the Council for any costs of any leases extended into a “secondary” period.

Operating Leases - Property

The Council has leases for a number of properties, primarily for office accommodation with typical
lives of ten years. A number of leases have “break clauses” to enable early exit of the lease if required
which will reduce future payments if enacted. In 2011/12 the Council enacted the break clauses on
Roebuck House and part of Union House. Payments in 2011/12 totalled £0.5 million (£0.5m 2010/11).

The future minimum lease payments due under property leases in future years are:

31 March Total payments due classified by year of 31 March
2011 expiry of lease term 2012
£m £m
0.5 Not later than one year 0.4
2.2 Later than one year and not later than five years 0.9
0.9 Later than five years 0.3
3.6 1.6

Finance Leases
The Council, as lessee, does not have any material finance leases.

Council as Lessor

Operating Leases - Property

The Council leases out property under operating leases for the provision of services, such as cafes
and golf clubs and for economic development purposes to provide suitable affordable accommodation
for local businesses. From May 2011 a number of these properties leases for economic development
purposes were transferred to the Economic Development Company

Payments received in 2011/12 totalled £2.5 million (£3.1m 2010/11).

The future minimum property lease payments receivable in future years are:

Pagge 137



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

48.

49.

31 March 2011 Total payments due classified by year of 31 March 2010
£m expiry of lease term £m
25 Not later than one year 23
9.2 Later than one year and not later than five 9.1
years
54.7 Later than five years 55.9
66.4 67.3

Finance Leases

The Council, as lessor, does not have any material finance leases.

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.

The Scheme is technically a defined benefit scheme. However, the Scheme is unfunded and the
Department for Education uses a notional fund 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 Scheme with sufficient reliability for accounting purposes. For the
purposes of this Statement of Accounts, it is therefore accounted for on the same basis as a defined
contribution scheme.

In 2011/12, the Council paid £4.1 million (£5.4m 10/11) to Teachers’ Pensions in respect of teachers’
retirement benefits, representing 14% (14% 10/11) of pensionable pay. In 2011/12 the employers’
contribution rate was 14.1% (14.1% 10/11) and no termination benefits were awarded. The continued
conversion of schools to Academy status reduced the Council’'s pension payment in 2011/12
compared to 2010/11.

There were no contributions remaining payable at the year-end. The payments for 2012/13 are
estimated to be less due to more schools moving to be Academy schools.

Defined Benefit Pension Schemes

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.

The Council participates in two post employment schemes:

e The Local Government Pension Scheme, administered locally by Devon County Council — this is a

funded 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
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investment assets.

¢ Arrangements for the award of discretionary post retirement benefits upon early retirement - this is
an unfunded defined benefit arrangement, under which liabilities are recognised when awards are
made. However, there are no investment assets built up to meet these pensions liabilities, and
cash has to be generated to meet actual pensions payments as they eventually fall due.

Analysis of Results:

The Current Service costs are £4 million lower in 2011/12 compared to 2010/11 due to unwinding of
the significant changes in 2010/11. Employee and employer contributions are also lower compared to
the previous year due to the transfer of staff from the scheme in relation to service changes in relation
to Economic Development Company and Academy schools.

The significant changes are on the balance sheet value of the pension liability (and on the
corresponding pension reserve). The increase of £47 million in the liabilities in the fund is primarily due
to three factors:

- a £1 million decrease in liability as a result of staff transferring out of the scheme in relation to
service changes in relation to Economic Development Company and Academy schools,

- a £6 million increases in liability as a result of actuarial losses on the actual rate of return on fund
assets compared to estimated returns.

- a £40 million increase in liability as a result of changes in actuarial assumptions including future
changes in benefits costs such as the rate of salary increases which increase the “real discount rate”.

Transactions relating to post employment benefits

The cost of retirement benefits is recognised 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
required to be made 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 movements in actuarial gains/losses are recognised in the Pension Reserve and Other
Comprehensive Income and Expenditure section.

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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Post Employment Benefits

Comprehensive Income and Expenditure
Statement

Cost of Services:

Current service cost
Past service costs

Settlements and curtailments

Financing and Investment Income and
Expenditure

Interest cost

Expected return on scheme assets

Total Charged to the Surplus or Deficit on the
Provision of Services

Charged to Other Comprehensive Income and
Expenditure

Actuarial (gains) and losses

Total Post Employment Benefit Charged to the
Comprehensive Income and Expenditure
Statement

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

Actual amount charged against the General
Fund Balance for pensions in the year:

Employers’ contributions payable to scheme

Retirement benefits payable to pensioners

Local Government

Discretionary Benefits

Pension Scheme Arrangements
£m £m
2010/11 2011/12 2010/11 201112
10.8 6.9 0 0
(27.3) 0 (0.7) 0
(7.9) (0.9) 0 0
17.2 14.3 0.5 0.4
(12.7) (12.3) 0 0
(19.9) 8.0 (0.2) 0.4
(60.3) 45.4 (1.2) 0.6
(80.2) 53.4 (1.4) 1.0
80.2 (53.4) 1.4 (1.0)
7.6 6.9
0.6 0.6
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Assets and liabilities in relation to post employment benefits

Reconciliation of present value of the scheme liabilities (defined benefit obligation):

Funded liabilities: Local
Government Pension Scheme

£m

Unfunded liabilities:
Discretionary Benefits

£m
2010/11 2011/12 2010/11 2011/12

Opening balance at 1 April (355.8) (263.8) (10.3) (8.3)
Current service cost (10.8) (6.9) 0 0
Interest cost (17.2) (14.3) (0.5) (0.4)
Contributions by scheme (2.8) (2.3) 0 0
participants

Actuarial gains and losses 66.2 (39.1) 1.2 (0.6)
Benefits paid 10.1 10.4 0.6 0.6
Past service costs 27.3 0 0.7 0
Curtailments (0.3) (1.0) 0 0
Settlements 19.5 6.3 0 0
Closing balance at 31 March (263.8) (310.7) (8.3) (8.7)

Reconciliation of fair value of the scheme (plan) assets:

Actuarial gains and losses

Employer contributions

Benefits paid

Opening balance at 1 April

Closing balance at 31 March

Expected return on scheme assets

Contributions by scheme participants

Receipt/Payment of bulk transfer value

Local Government Pension Scheme £m
2010/11 2011/12

199.7 195.5

12.7 123

(5.9) (6.3)

7.6 6.9

2.8 23
(10.1) (10.4)
(11.3) (4.4)
195.5 195.9
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The expected return on scheme assets is determined by considering the expected returns available on
the assets underlying the current investment policy. Expected yields on fixed interest investments are
based on gross redemption yields as at the Balance Sheet date. Expected returns on equity
investments reflect long-term real rates of return experienced in the respective markets.

The actual return on scheme assets in the year was £6.1m (2010/11: £14.2m).
Scheme History and experience gains and losses

The fair value of the fund and the actuarial experience of gains and losses on the Pensions Reserve in
2011/12 and the previous five years can be analysed into the following categories:

2007/08 2008/09 2009/10 2010/11 | 2011/12
£m £m £m £m £m

Present value of liabilities:

Local Government Pension Scheme | (228.7) (253.0) (355.8) (263.8) (310.7)

Discretionary Benefits (9.2) (9.4) (10.2) (8.3) (8.7)

Fair value of assets in the Local

Government Pension Scheme 182.1 149.5 199.6 195.5 195.9

Surplus/(deficit) in the scheme:

Local Government Pension Scheme (46.6) (103.5) (156.2) (68.3) (114.8)

Discretionary Benefits (9.2) (9.4) (10.2) (8.3) (8.7)
Total (55.8) (112.9) (166.4) (76.6) (123.5)
Experience of gains and (losses) on (17.4) (49.5) 40.4 (5.9) (6.3)
assets

Percentage experience on assets (10%) (33%) 20% (3%) (3%)

as % of total assets

Experience gains and (losses) on (1.8) (1.0) 0.4 17.5 (0.1)
liabilities
Percentage experience on liabilities (1%) (0%) 0% 6% 0%

as % of total liabilities

Total (19.2) (50.5) 40.8 11.6 (6.4)

Cumulative Actuarial Gain/(Loss) 15.9 (39.7) (85.9) (24.4) (70.4)
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The liabilities show the underlying commitments that the Council has in the long run to pay post
employment (retirement) benefits. The total liability of £123 million has a substantial impact on the net
worth of the Council as recorded in the Balance Sheet reducing the net worth of the Council to £134
million. However, statutory arrangements for funding the deficit mean that the financial position of the
Council remains healthy:

¢ the deficit on the local government scheme will be made good by contributions over the
remaining working life of employees (ie, before payments fall due), as assessed by the
scheme actuary

o finance is only required to be raised to cover discretionary benefits when the pensions are
actually paid.

The total contributions expected to be made to the Local Government Pension Scheme by the council in
the year to 31 March 2013 is £5.9 million. Expected contributions for the Discretionary Benefits scheme
in the year to 31 March 2013 are £0.6 million.

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 Barnett Waddingham, an independent firm of actuaries. Estimates for the
Devon County Council Fund are based on the last full valuation of the scheme as at 1 April 2010.

The principal assumptions used by the actuary have been:

Local Government Discretionary
Pension Scheme Benefits

2010111 2011/12 | 2010/11  2011/12

Long-term expected rate of return on assets

Equity investments 7.4% 6.3% - -
Gilts 4.4% 3.3% - -
Other Bonds 5.5% 4.6% - -
Property 5.4% 4.3% _ _
Cash 3.0% 3.0% _ _
Target Return Portfolio 5.0% 4.7% - -
Expected Return on Assets 6.5% 5.4% - -

Mortality assumptions:
Longevity from age 65: retiring today

Men 20.3yrs 20.5yrs | 20.3yrs 20.5yrs

Women 244yrs 24.5yrs | 244yrs 24.5yrs

Pagge 143



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

Longevity from age 65: retiring in 20 years

Men 22.4yrs 22.5yrs - -

Women 26.3yrs 26.4yrs - -
Rate of inflation (RPI) 3.5% 3.3% 3.5% 3.3%
Rate of Inflation (CPI) 2.7% 2.5% 2.7% 2.5%
Rate of increase in salaries 5.0% 4.7% - -
Rate of increase in pensions 2.7% 2.5% 2.7% 2.5%
Rate for discounting scheme liabilities 5.5% 4.6% 5.5% 4.6%
Ta!<e-up of option to convert annual pension into 50% 50% i i
retirement lump sum

The Discretionary Benefits arrangements have no assets to cover its liabilities. The Local Government
Pension Scheme’s assets consist of the following categories, by proportion of the total assets held:

31 March 2011 | 31 March 2012

% %
Equity investments 70 69
Gilts 17 18
Other Bonds 0 0
Property 5 6
Cash 7 6
Target Return Portfolio 1 1

100 100

Contributions to Devon County Unfunded Discretionary Pension

The Council is responsible for a proportion of pension payments awarded by Devon County Council
prior to 1st April 1998. It was agreed that the Council would make annual contributions to meet the
cost of future payments made by Devon County Council. These amounts do not have sufficient
characteristics of liabilities directly in respect of retirements benefits for which IAS19 retirement
benefits apply. Therefore these amounts have been disclosed as amounts payable to Devon County
Council as they fall due each year. In 2011/12 these amounted to £0.8 million (£0.8 million in
2010/11). ltis estimated that, if IAS19 applied to these contributions, the total liabilities in relation to
these pre 1998 enhancements at the liability at 31* March 2012 to be £85 million (2010/11: £94m),
of which Torbay’s share, based on taxbase, would be £10 million (2010/11: £11m).
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50.

Summary of Significant Accounting Policies

Torbay Council - Significant Accounting Policies - 2011/12

1.1 General Principles and Concepts

The Statement of Accounts summarises the Council's transactions for the 2011/12 financial year and
its position at the year-end of 31 March 2012. The Council is required to prepare an annual Statement
of Accounts (by the Accounts and Audit Regulations 2011). These are prepared in accordance with
proper accounting practices. These practices primarily comprise the Code of Practice on Local
Authority Accounting in the United Kingdom 2011/12 (The Code) and the Service Reporting Code of
Practice 2011/12, supported by International Financial Reporting Standards (IFRS)

The accounting convention adopted in the Statement of Accounts is principally historical cost, modified
by the revaluation of certain categories of non-current assets and financial instruments.

1.2 Pervasive Accounting Concepts
e Accruals
The financial statements are prepared on an accruals basis. The accruals basis of accounting requires

the non cash effects of transactions to be reflected in the financial statements of the accounting period
in which these effects are experienced, and not the period in which any cash is paid or received.

¢ Going Concern

These accounts are prepared on a going concern basis, i.e the accounts are prepared on the
assumption that the Council will continue in operational existence for the foreseeable future. This
means in particular that the income and expenditure accounts and balance sheet assume no intention
to curtail significantly the scale of operation.

e Primacy of Legislative Requirements

Local Authorities derive their power from statute and their financial and accounting framework is
closely controlled by primary and secondary legislation. To the extent that treatments are prescribed by
law the accounting concepts outlined above may not apply in all cases. It is a fundamental principle of
local Council accounting that, where specific legislative requirements and accounting principles
conflict, legislative requirements shall apply.

1.3 Accounting Policies

Accounting Policies are the principles, bases, conventions, rules and practices applied by an entity that
specify how the effects of transactions and other events are reflected in the financial statements.
These include estimation techniques that have been used in applying the policies. The accounting
policies that are significant to the understanding of the Council’'s accounts are listed below:

1.4 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. Where the exact amount of the sum is unknown an estimate will be made based on historical
knowledge of the type of transaction and the value of similar payments. An exception is where there
are regular bills, such as utilities and staff travel payments where, if not material, no accruals have
been made as over a period of time the number of payments per year will even out. In addition where
the exact value of a transaction or a number of transactions is not yet known estimates of the amounts
due/owed have been made.

In particular:

qu@ 145



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

¢ Revenue from the sale of goods is recognised when the Council transfers the significant risks and
rewards of ownership to the purchaser and it is probable that economic benefits or service potential
associated with the transaction will flow to the Council.

¢ Revenue from the provision of services is recognised when the Council can measure reliably the
percentage of completion of the transaction and it is probable that economic benefits or service
potential associated with the transaction will flow to the Council.

e Supplies are recorded as expenditure when they are consumed. Where appropriate there is a gap
between the date supplies are received and their consumption they are carried as inventories on the
Balance Sheet.

o Expenses in relation to services received (including services provided by employees) are recorded
as expenditure when the services are received rather than when payments are made.

¢ Interest receivable on investments and payable on borrowings, where material, is accounted for
respectively as income and expenditure on the basis of the effective interest rate for the relevant
financial instrument rather than the cash flows fixed or determined by the contract.

Where income and expenditure have been recognised but cash has not been received or paid, a
debtor or creditor for the relevant amount is recorded in the Balance Sheet. Where debts may not be
settled, the balance of debtors is written down and a charge made to revenue for the income that might
not be collected. This charge is based on an assessment of the impairment of its debt based on the
uncollectability of its debt outstanding. The level of the provision depends on the type and age of debt
outstanding. Internal transactions between different sections of the Council, including schools have
been netted off so to have no impact on the Council’s balance sheet.

1.5 Cash and Cash Equivalents

Cash is represented by cash in Council bank current accounts along with balances held by local
payment schools and petty cash/imprest accounts. In practice cash reflects the balance as at 31°
March per the “cash book” of its financial systems which reflect the position of the Council after
transactions processed through the account have been cleared such as cheques and BACs payments.

Cash equivalents are short term cash investments that are held for the purpose of meeting short term
cash commitments rather than for investment purposes. These represent monies held in money
market funds (or equivalent) for cash flow purposes. All other cash holdings, such as fund manager
holding, fixed term deposits and notice accounts, irrespective of the liquidity of the holding or the length
of any fixed term are held for investment purposes and not for meeting short term cash commitments.
The Council also uses highly liquid call accounts where an assessment will be made at year end to
establish whether the holding at that date is held for short term cash flow or investment purposes.

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.

1.6 Collection Fund

The Councils is the billing authority for the Torbay area. This means that the Council, acting on an
agency basis, is responsible for the collection of NNDR and Council tax and for the payment of those
taxes to central government and the precepting bodies. The Council maintains a separate Collection
Fund account for Council tax and NNDR transactions.

National Non Domestic rates (NNDR)

In collecting business rates the Council is acting as agent for central government. The Council then
reflects the net value of NNDR collection as at 31% March — such as arrears, impairment, and receipts
in advance as an accrual due from/to central government.
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Council Tax

The Council only reflects in its balance sheet its own share of the net value of Council tax collection as
at 31% March — such as arrears, impairment, and receipts in advance. The share is calculated on the
value of Council's own precept as a percentage of the total Council tax precept from all precepting
authorities in a year. The share relating to the other precepting bodies is an accrual due to/from the
Devon and Somerset Fire and Devon and Cornwall Police services.

The Council reflects in its Comprehensive Income and Expenditure Account its Council tax income in
year as the precept set for the year adjusted for the Council’s actual surplus/deficit on the collection
fund at year end plus any adjusted required for the previous year’s surplus or deficit.

1.7 Exceptional Items

When items of income and expense are material, their nature and amount is disclosed separately,
either on the face of the Comprehensive Income and Expenditure Statement or in the notes to the
accounts, depending on how significant the items are to an understanding of the Council's financial
performance.

1.8 Prior period Adjustments and Changes in Accounting Policies and Estimates

Prior period adjustments may arise as a result of a change in accounting policies or to correct a
material error. Changes in accounting estimates are accounted for prospectively, i.e., in the current
and future years affected by the change and do not give rise to a prior period adjustment.

Changes in accounting policies are only made when required by proper accounting practices or the
change provides more reliable or relevant information about the effect of transactions, other events
and conditions on the Council's financial position or financial performance. Where a change is made, it
is applied retrospectively (unless stated otherwise) by adjusting opening balances and comparative
amounts for the prior period as if the new policy had always been applied.

For 2011/12 to reflect the changes in the CIPFA Code in relation to Heritage Assets the Council’'s
2010/11 comparative information has been restated. The impact on the 2011/12 accounts is shown is
Note 1 to these accounts.

1.9 Charges to Revenue for Non-Current Assets

Services including support services are debited with the following amounts to record the cost of holding
non current assets during the year:

o depreciation attributable to the assets used by the relevant service

e 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

e amortisation of intangible non current assets attributable to the service.

The Council is not required to raise council tax to fund depreciation, impairment losses or
amortisations. However, it is required to make an annual contribution from revenue (Minimum Revenue
Provision - MRP) towards the reduction in its overall borrowing requirement 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 (MRP) by way of an adjusting transaction with the Capital
Adjustment Account in the Movement in Reserves Statement for the difference between the two.

Services using the Prudential Code to undertake Unsupported Borrowing will be charged interest and
principal in their service accounts to recover the cost of the borrowing over an appropriate period on an
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equalised (annuity) payment basis. This will either be a direct charge to the service or a virement of
budget. These internal (non-statutory) charges will be off-set within the relevant service revenue
accounts in the Service Reporting presentation of the Comprehensive Income and Expenditure
Account. If the charges to services create a significant surplus or shortfall compared to actual interest
and Revenue Provision costs in a financial year the balance will be transferred to an Unsupported
Borrowing Equalisation Reserve to meet future surpluses or shortfalls or an additional (voluntary)
revenue provision will be made.

Annual contribution from revenue (Minimum Revenue Provision)

Provisions in the Local Government Act 2003 require authorities to set aside revenue resources for
repayment of debt incurred as a result of funding capital expenditure. The minimum provision
(Minimum Revenue Provision - MRP) is calculated in accordance with the relevant Capital Finance
Regulations. In general terms the MRP is, as a minimum, 4% of the Council’'s underlying need to
borrow represented by the Capital Financing Requirement, subject to all reductions allowed under the
Regulations.

Contributions from services who have undertaken capital projects prior to April 2008 funded from
Unsupported Borrowing using the Prudential Code are credited to the Revenue account to offset the
increased MRP resulting from such borrowing. Any surplus or shortfall contributions compared to this
increased MRP are currently transferred to or from the Unsupported Borrowing Equalisation Reserve.

The Local Council (Capital Finance and Accounting) (Amendment) Regulations. (S 2007/573)
changed the method of calculation from 2006/07. If the new calculation leads to a higher MRP than
under previous rules, an adjustment can be made to ensure there is no penalty to the Council. The
Council applies this option to negate the adverse effect on the Council of the new calculation.

The Local Council (Capital Finance and Accounting) (Amendment) Regulations. (S1 2008/414)
supported by statutory guidance on the Minimum Revenue Provision further revised the method of
calculation from 2008/09. The Council set a Policy for Revenue Provision that will charge 4% on all
capital expenditure funded from borrowing supported by central government and will charge a prudent
amount linked to asset life on an annuity basis to assets, once operational, funded from unsupported
borrowing.

The Local Authorities (Capital Finance and Accounting) (England) (Amendment) Regulations 2010
supported by statutory guidance on the Minimum Revenue Provision further changed the method of
calculation from 2009/10 in relation to PFI accounting. The Council has set a Policy for Revenue
Provision that the value of Revenue provision due on the PFl scheme in a year is equal to the
reduction of the long term liability due to the contractor in relation to the PFI scheme.

In 1998 after attaining Unitary status the Council agreed to pay a tax base share of Devon County
Council’s borrowing as at 31/3/98. On the 1% October 2010 this liability to Devon County Council was
converted to an equivalent value of PWLB borrowing which is also reflected as a liability on the
Council’'s balance sheet. The annual cost of this liability is now reflected in the Council’s interest costs
and in a budget to fund the repayment of the liability over the average life of the new PWLB borrowing.

1.10 Employee Benefits

Benefits Payable During Employment

Short term employee benefits are those due to be settled within 12 months after the year end in which
the employee renders the service. A liability is recognised at year end. They include such benefits as
wages and salaries and paid annual leave for current employees and are recognised as an expense
for services in the year in which employees render service to the Council.

Page, ] 48



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

An accrual is made for the cost of holiday entitlements (or any form of leave e.g. “flexi leave”) earned
by employees but not taken before the year-end which employees can carry forward into the next
financial year. The accrual is made at the wage and salary rates applicable in the following accounting
year, being the period in which the employee takes the benefit. At year end this accrual is assessed
as:

For staff with an annual leave entitiement this is based on a sample of a cross section of staff resulting
in an average percentage of leave carried forward which is applied equally over all services with this
type of employee.

For staff with a term time entitlement, such as teachers this is based on a CIPFA template for
assessing the value of leave due as at year end including leave due until the start of the school’s
summer term.

The Council does not pay any bonuses or any other short term benefits either monetary or non
monetary.

The Council does not pay any Long term employee benefit either monetary or non monetary.

The accrual is charged to Surplus or Deficit on the Provision of Services. There is a statutory override
for this transaction to nullify the impact of this liability on the Council tax payer reversed out through the
Movement in Reserves Statement so that holiday benefits are charged to revenue in the financial year
in which the holiday absence occurs with a corresponding entry in the Accumulated Absences
Account.

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. These are charged on an accruals basis to services or shown as a exceptional cost if
material in the Comprehensive Income and Expenditure Statement when the Council is demonstrably
committed to the termination of the employment of an officer or group of officers or making an offer to
encourage voluntary redundancy. If there is uncertainty over the number of employees who will accept
an offer of termination benefits the Council will disclose a contingent liability

Post Employment Benefits

Employees of the Council are members of two separate pension schemes:

e The Teachers' Pension Scheme, administered by Capita Teachers' Pensions on behalf of the
Department for Education (DfE).

e The Local Government Pensions Scheme, administered by Devon County Council.

Both schemes provide defined benefits to members (retirement lump sums and pensions), earned as
employees worked for the Council.

However, the arrangements for the teachers' scheme mean that liabilities for these benefits cannot
ordinarily be identified specifically to the Council. The scheme is therefore accounted for as if it was a
defined contribution scheme and no liability for future payments of benefits is recognised in the
Balance Sheet. The Education and Childrens’ Services line in the Comprehensive Income and
Expenditure Statement is charged with the employer's contributions payable to Teachers' Pensions in
the year.
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The Local Government Pension Scheme

The Local Government Scheme is accounted for as a defined benefits scheme:

¢ The liabilities of the Devon County 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 an appropriate high quality corporate bond.

The Pension Fund’s Actuary has stated that the pension figures, calculated under IAS 19, supplied for
Torbay are consistent with the Code of Practice provided by CIPFA. Further detail is provided in the
notes to the accounts in accordance with IAS 19.

The assets of Devon County Council 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 seven components:

e Current service cost - the increase in liabilities as a result service earned this year - allocated in the
Comprehensive Income and Expenditure Statement to the services for which the employees worked

o Past service cost - the increase in liabilities arising from current year decisions 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 as part of Non Distributed Costs

¢ Interest cost - the expected increase in the present value of liabilities during the year as they move
one year closer to being paid - debited to the Financing and Investment Income and Expenditure line in
the Comprehensive Income and Expenditure Statement

e Expected return on assets - the annual investment return on the fund assets attributable to the
Council, based on an average of the expected long-term return - credited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement

o Gains or losses on settlements and curtailments - the result of actions to relieve the Council of
liabilities or events that reduce the expected future service or accrual of benefits of employees such as
the transfer of staff to an alternative supplier - debited or credited to the Surplus or Deficit on the
Provision of Services in the Comprehensive Income and Expenditure Statement as part of Non
Distributed Costs

o 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 - debited to the Pensions Reserve

¢ Contributions paid to the Devon County Council Local Government pension scheme - cash paid as
employer's contributions to the pension fund in settlement of liabilities

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
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Fund of being required to account for retirement benefits on the basis of cash flows rather than as
benefits are earned by employees.

The overall amount to be met from Government grants and local taxation has remained unchanged
after the impact of all these entries, but the Cost of Services on the Comprehensive Income and
Expenditure Account in 2011/12 are lower after the replacement of employers’ contributions by IAS 19
related costs. The net deficit on the Provision of Services is slightly higher than it would otherwise have
been.

The requirement to recognise the net pensions liability under IAS19 has reduced the reported net
worth of the Council by 48%. (31% 2010/2011).

Discretionary Benefits

The Council does not now make any discretionary awards of retirement benefits in the event of early
retirements.

Torbay Council in 1998 agreed to fund a tax base share of Devon County’s enhanced pension
payments (unfunded benefits). As this is a liability to Devon County Council and not to a pension fund
these costs have not been treated as pension related and therefore IAS 19 does not apply to these
costs.

Any costs of discretionary awards in previous years are charged to the Comprehensive Income and
Expenditure Statement as the costs are incurred — i.e when the benefits are paid to the pensioner.

1.1 Events After The Balance Sheet Date

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 Statement of Accounts is authorised for
issue. Two types of events, if material, could be identified:

o 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

¢ 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 Statement of
Accounts.

1.12 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 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.

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
Comprehensive Income and Expenditure Statement is the amount payable for the year according to
the loan agreement. (The interest due is shown on the balance sheet as short or long term depending
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on the timing of the expected cash flow of the interest payment). The exception is the stepped rate
LOBO loan the Council has with Barclays. This has been recognised at amortised cost and an effective
interest rate calculated for the maximum duration of the loan. This effective interest rate is charged to
the Comprehensive Income and Expenditure account.

Gains and losses on the repurchase or early settlement of borrowing (if any) are credited and debited
to the Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement in the year of repurchase/settlement.

Financial Assets

Financial assets are classified into two types:

¢ |oans and receivables (i.e investments and loans) - assets that have fixed or determinable payments
but are not quoted in an active market

¢ available-for-sale assets (i.e investments and cash equivalents) - assets that have a quoted market
price and/or do not have fixed or determinable payments.

Loans and Receivables (investments and loans)

Loans and receivables 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. 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 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 loans that the Council has made, this means that the amount presented
in the Balance Sheet is the outstanding principal receivable (plus accrued interest) and interest
credited to the Comprehensive Income and Expenditure Statement is the amount receivable for the
year in the loan agreement.

Available for Sale Assets

Available-for-sale assets, such as money market funds, are recognised on the Balance Sheet when
the Council becomes a party to the contractual provisions of a financial instrument and are initially
measured and carried at fair value. Where the asset has fixed or determinable payments, annual
credits to the Financing and Investment Income and Expenditure line in the Comprehensive Income
and Expenditure Statement for interest receivable are based on the amortised cost of the asset
multiplied by the effective rate of interest for the instrument. Where there are no fixed or determinable
payments, income is credited to the Comprehensive Income and Expenditure Statement when it
becomes receivable by the Council.

Assets are maintained in the Balance Sheet at fair value. Values are based on the following principles:

¢ instruments with quoted market prices - the market price
o other instruments with fixed and determinable payments - discounted cash flow analysis

Changes in fair value are balanced by an entry in the Available-for-Sale Reserve and the gain/loss is
recognised in the Surplus or Deficit on Revaluation of Available-for-Sale Financial Assets.

Available for Sale Assets — Investment in Subsidiaries

In assessing the initial recognition fair value of its investment in its subsidiaries, in particular the
Economic Development Company, the Council has treated the value as equal to the carrying value of
the assets transferred to the company less any deficit in relation to pension liabilities as at date of
transfer. As at 31% March each year the investment value is adjusted to reflect the movement in the net
equity of the company either by an impairment charged to the Cost of Services in the Comprehensive
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Income and Expenditure Account if net equity reduced or a revaluation gain in Other Comprehensive
Income and Expenditure. If the net equity of the subsidiary is negative the fair value is assessed as nil.

Assets carried at Fair Value through Profit and Loss

The Council’s holding with its funding manager has been designated as a Financial Asset at Fair Value
through Profit and Loss. The definition is met as the Council’s holding is part of a portfolio of identified
financial instruments that are managed together and for which there is evidence of a recent pattern of
short-term profit making as the Fund Manger is a set a benchmark target to achieve for each year.

Any changes in the fair value of the asset are reflected in the carrying value of the asset and the
changes in year credited or debited to the Financing and Investment Income and Expenditure line in
the Comprehensive Income and Expenditure Statement.

Financial Instruments Entered Into Before 1 April 2006

The Council entered into a financial guarantee with a bank in relation to the Torbay Coast and
Countryside Trust that is required to be accounted for as financial instruments but has a statutory
override (see below) to negate the impact on council taxpayers. This guarantee is reflected in the
Statement of Accounts to the extent that provisions might be required or a contingent liability note is
needed under the policies set out in the section on Provisions, Contingent Liabilities and Contingent
Assets.

Pension guarantees are deemed to be outside the scope of financial instruments and have not been
recognised. These guarantees are reflected in the Statement of Accounts to the extent that provisions
might be required or a contingent liability note is needed.

Financial Instruments — Statutory Overrides

Statutory Instruments have been introduced to negate the impact on Council Tax of the various
changes to the Council’s accounts as a result of implementing the Financial Reporting Standards for
financial instruments. The Council has used the following provision:

- SI 2008 414 — provision to mitigate the impact of Financial Guarantees up to 9™ November 2007 and
the impact of the recalculation of interest on an amortised costs basis on stepped rate loans.

Financial Instruments — interest due at year end

On both investments and borrowings any interest due either to or from the Council is added to the
value of the asset or liability and then classified as short or long term depending on the timing of the
expected cash flow of the interest payment.

1.13 Government Grants and Contributions

Whether paid on account, by instalments or in arrears, government grants and third party contributions,
such as developers’ contributions under section 106 agreements, and donations (if any) are
recognised on the balance sheet as due to the Council when there is reasonable assurance that:

o 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. An
obligation to return funds does not arise until it is expected that the condition will be breached.
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The recognition of grants and contributions is on an accruals basis. Developer contributions under
S106 agreements are presumed to have conditions unless clear evidence to the contrary that would
require repayment if not met and are recognised as a receipt in advance.

Monies advanced as grants and contributions for which conditions have not been satisfied are carried
in the Balance Sheet as creditors (receipts in advance). When conditions are satisfied, the grant or
contribution is credited to the relevant service line (attributable revenue grants and contributions
including grants for REFCUS) or Taxation and Non-Specific Grant Income (non-ring-fenced revenue
grants such as Revenue Support Grant and all capital grants) in the Comprehensive Income and
Expenditure Statement. Grants relating to future expenditure or future financial years will be
recognised in the year they are received subject to any conditions as above.

Where a grant or contribution is recognised in the Income and Expenditure account but at the balance
sheet date that grant could be used for either revenue (i.e REFCUS) or capital expenditure it is treated
as a revenue grant credited to the appropriate service in the net cost of services.

Where capital grants are credited to the Comprehensive Income and Expenditure Statement or capital
grants relating to expenditure classified as REFCUS are treated for financial reporting as a revenue
grant and reported as income within the relevant service, 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 (or Contributions) Unapplied Reserve. Where it
has been applied, it is posted to the Capital Adjustment Account. Amounts in the Capital Grants (or
Contributions) Unapplied reserve are transferred to the Capital Adjustment Account once they have
been applied to fund capital expenditure.

All grants and contributions are subject to a de minimis, where if the value of the grant or contribution
is less than £50,000 the income will be recognised in the Comprehensive Income and Expenditure
Account immediately.

If a revenue grant or contribution remains unused at then end of a financial year then the funding will
be transferred into an earmarked reserve.

1.14 Business Improvement Districts

Business Improvement District (BID) schemes have been established in the Torquay and Paignton
areas. The schemes are funded by a BID levy paid by non-domestic ratepayers and managed by
Torbay Town Centres Company Limited. The Council acts as an agent under the scheme and charges
for and collects the levy on behalf of the company. The only costs in relation to this scheme in the
Comprehensive Income & Expenditure Statement are any costs and income associated with the
administration costs of the collection of the levy.

1.15 Intangible Assets

Subject to a de minimis of £50,000, expenditure on non-monetary 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. Subsequent expenditure is charged to Services in the year it is
incurred.

Subject to a de minimis of £50,000 internally generated assets, if any, are capitalised where it is
demonstrable that the project is technically feasible and is intended to be completed (with adequate
resources being available) and the Council will be able to generate future economic benefits or deliver
service potential by being able to sell or use the asset. Expenditure is capitalised where it can be
measured reliably as attributable to the asset and is restricted to that incurred during the development
phase (research expenditure cannot be capitalised).

Expenditure on the development of the Council websites is not capitalised as the website is solely or
primarily intended to promote or advertise the Council's goods or services.
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Intangible assets are measured initially at cost. Amounts are only revalued where the fair value of the
assets held by the Council can be determined by reference to an active market. In practice, no
intangible asset held by the Council meets this criterion, and they are therefore carried at amortised
cost. The depreciable amount of an intangible asset is amortised over its useful life to the relevant
service line(s) in the Comprehensive Income and Expenditure Statement (between 3 -10 years
depending on the asset). An asset is tested for impairment whenever there is indication that the asset
might be impaired - any losses recognised are posted to the relevant service line(s) in the
Comprehensive Income and Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes,
amortisation, impairment losses and disposal gains and losses are not permitted 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.

1.16 Heritage Assets

Subject to a de minimis of £50,000, expenditure on, or the value of donated heritage asserts, are
capitalised where the Council has information on the cost or value of the heritage asset. Within one
location a number of articles have been grouped into a single collection which is accounted for as an
individual Heritage asset.

Heritage assets are those assets that are intended to be preserved in trust for future generations
because of their cultural, environmental or historical associations. They are held by the reporting entity
in pursuit of its overall objectives in relation to the maintenance of heritage. Heritage assets include
historical buildings, archaeological sites, civic regalia, museum and gallery collections and works of art.

Heritage assets, if material, located within a community asset (for example, an historic building within a
park) are accounted for separately from the community asset.

Operational heritage assets (i.e. those that, in addition to being held for their heritage characteristics,
are also used by the Council for other activities or to provide other services) are accounted for as
operational assets, and are valued in the same way as other assets of that general type (buildings, for
example).

Heritage assets (other than operational heritage assets) are measured at valuation in accordance with
FRS 30 i.e valuations may be made by any method that is appropriate and relevant such as insurance
valuations. Where the Council has used insurance valuations this is the value insured which includes
rebuild costs and is subject to indexation. Where it is not practicable to obtain a valuation at a cost
which is commensurate with the benefits to users of the financial statements, heritage assets are
measured at historical cost.

By their nature heritage assets are being preserved for the benefit of future generations therefore the
estimated life of these assets are likely to have indefinite lives or in excess of 99 years.

Therefore depreciation is not required on heritage assets which have indefinite lives or where the asset
life is in excess of 99 years as the depreciation value per annum will not be material. However, if
applicable, individual depreciation rates will be set in relation to individual assets.

An asset is tested for impairment whenever there is indication that the asset might be impaired for
example, where it has suffered physical deterioration or breakage or new doubts arise as to its
authenticity.

- any losses recognised are posted to the relevant service line(s) in the Comprehensive Income and
Expenditure Statement.

Where expenditure on heritage assets qualifies as capital expenditure for statutory purposes,
amortisation, impairment losses and disposal gains and losses are not permitted 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.

Where capital expenditure has occurred and a new valuation has not been issued, the expenditure in
year is deemed to have increased the current value of the asset by a “pound for pound” amount either
added to the value of the asset or as an asset under construction. Where expenditure is assessed as
not adding value to the asset, the corresponding value will be written off as impairment.
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The Council’'s 2010/11 statements have been restated to reflect the introduction of heritage assets.
This has resulted in assets previously recognised being reclassified and revalued as heritage assets
with the corresponding change reflected in the revaluation reserve. Where assets may have been
donated in the past any changes in value from restatement have been included in the revaluation
reserve as the cost of identifying the exact provenance of each asset would not be commensurate to
the benefit of the users of the accounts.

117 Interests in Companies and other Entities

The Council accounts for it investments in its subsidiary companies at fair value. This is taken to be the
net equity of the company at each financial year end. The fair value is recognised as a long term
investment with the balance held in the Financial Instruments available for sale reserve.

Any downward movement in fair value is treated as impairment in the Cost of Services and reversed in
the Movement of Reserves Statement. If there is an increase in fair value this is treated as a
revaluation gain. If the net equity of a subsidiary is negative the fair value is then recognised as nil.

The value initial recognition of subsidiaries is recorded as income in the Taxation and non Specific
grant income in the Comprehensive Income and Expenditure Statement.

The Council recognises the value of its other interests in companies, such as associates, at cost.

Companies

The Council has material interests in companies and other entities that have the nature of subsidiaries
and associates. In the Council's own single-entity accounts, the interests in companies and other
entities are recorded as financial assets at cost or fair value. For 2011/12 the value of the Council’s
interests in these companies is considered to be sufficiently material to require the production of group
accounts for the Council.

The Council wholly owns Torbay Enterprise Agency (not trading), Torbay Economic Development
Agency, English Riviera Tourism Company and Brighter bay Limited (dormant) and has representation
and/or interests in SWERCOTS Ltd, SWGFL, Careers South West, Torbay Town Centres Company
Limited, the PLUSS Organisation and TOR2.

Details of the companies that the Council has an interest in are listed in the Related Parties note to
these accounts and, if material, in its Group Accounts. Further details on some of these interests are
summarised below:

TOR2

This private company, a joint venture between Torbay Council and May Gurney, started trading on 19"
July 2010 taking over a number of services and staff previously undertaken by the Council. The
Council owns 19.99% of the shares with May Gurney owning 80.01%. This investment is recognised
at historic cost (£19.99) as a long term investment on the Council’s balance sheet. May Gurney plc, as
parent company, has provided a guarantee to cover any liabilities for TOR2 Itd. Depending on TOR2’s
trading there is profit share payable to the two owners but not applicable in 2011/12. The assets owned
by the Council and licensed to TOR2 remain as Council assets on the balance sheet, while any assets
purchased by TOR2 are recognised on TOR2'’s balance sheet as the Council’s contract with TOR2
does not specify the use of specific assets and TOR2 is expected to use their assets on other
contracts. The Council in 2010/11 funded the purchase of a bond to cover any future pension liabilities
in relation to the council staff that transferred to the new company and the Council will fund TOR2 for
any employer contributions in excess of the rate applicable on date of transfer. These costs will be
recognised in the year that they arise.

Torbay Care Trust

The Council entered a “partnership agreement” with Torbay Care Trust (formerly Torbay Primary Care
Trust) on the 1% December 2005. This partnership was to enable the Care Trust to provide Adult Care
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Services delegated by the Council. Council staff working in Adult Social Care transferred employment
to the Care Trust. The Council however remains accountable for adult social care. In 2011/12 any
under/overspends on the adults social care function provided by the Torbay Care Trust is the Council’'s
responsibility subject to an agreed calculation of the split of any overspend between the Council and
Torbay Care Trust.

Section 76 of the NHS Act 2006 permits Primary Care Trusts to exercise various local Council
functions, and for local authorities to exercise various Primary Care Trust functions. The Torbay
Primary Care Trust was re designated as a Care Trust under the Health and Social Care Act 2001.
The Care Trust remains within the Department of Health accounting boundary.

The Council and the Care Trust are accounting for the partnership on the basis that the Council is
funding the Care Trust to undertake delegated activities. The Care Trust will continue to provide the
former Primary Care Trust activities. The Care Trust will account for income and expenditure on the
Adult Social Care functions in the appropriate service category and will account for the funding
received for the Council as “providing” income. The Council will show the funding paid to the Care
Trust for providing the delegated functions within its Income and Expenditure Account. The partnership
will also be part of the related parties note.

As the Council is accountable for social care, government grants are accounted for within the Council’'s
Income and Expenditure Account and then passed to the Care Trust as part of the overall funding. In
addition the Council continues to support a number of functions on behalf of the Care Trust, in
particular, a debtor’s function for charges for social care. In 2011/12 the Council received funds from
the Torbay Care Trust funds to be used to support social care. This has been treated as income in the
Cost of Services.

In addition the Council is the lead body for a pooled budget with the Torbay Care Trust for the Joint
Equipment Store.

Torbay Economic Development Company

The Economic Development Company, a company limited by shares, is 100% owned by the Council
and started trading in May 2011. The Council transferred a number of properties and allocated a
number of long term leases (125 years) to the company at either nil consideration or a peppercorn
rent. These assets were treated as a disposal in the Council’'s accounts. The value of the assets
disposed less the deficit on pension at date of transfer is taken to be the value of the Council’s initial
investment in the company.

1.18 Inventories and Long Term Contracts

The Council has valued all inventories at the lower of cost or current replacement cost subject to a
general de minimis for recognition of £50,000. This valuation is assumed to be broadly equal to an
average cost valuation of the inventory.

In relation to the Joint Equipment Store, managed as a pooled budget with the Torbay Care Trust, due
to the nature of the purchases the costs are directly charged to revenue as they are incurred.

1.19 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. The Council has assumed that all properties have an operational purpose
such as tourism or regeneration unless it is clear that there is no direct service benefit and the
properties are used solely to earn rentals and/or for capital appreciation

Investment properties are measured initially at cost and subsequently at fair value, based on the
amount at which the asset which could be exchanged between knowledgeable parties at arm's-length.
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

quze 157



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

applied to gains and losses on disposal. Any net increase in value prior to the asset being classified as
an investment property is held and ‘frozen’ in the Revaluation Reserve until the asset is disposed or
reclassified.

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. Any 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 £25,000) the Capital Receipts Reserve.

1.20 Jointly Controlled Operations

Jointly controlled operations are activities, such as Joint Committees, undertaken by the Council in
conjunction with other venturers that involve the use of the assets and resources of the venturers
rather than the establishment of a separate entity. The Council recognises on its Balance Sheet the
assets that it controls and the liabilities that it incurs and debits and credits the Comprehensive Income
and Expenditure Statement with the expenditure its incurs and the share of income it earns from the
activity of the operation.

Devon Audit Partnership

This is a Joint Committee established by Torbay, Plymouth and Devon County Council for the
provision of internal audit services to the three Councils. The three Council’s recognise in their
accounts their share of the partnerships’ income, expenditure, assets and liabilities.

PATROL — Parking and Traffic Regulations Outside London

It is a statutory requirement for Councils undertaking civil parking enforcement to join this Joint
Committee in order to access independent adjudication.

1.21 Leases

The Council’s leases relate mainly to accommodation where the Council both leases in and leases out
property.

Leases are classified as finance leases where the terms of the lease transfer substantially all the risks
and rewards incidental to ownership of the property, plant or equipment from the lessor to the lessee.

The Council has considered all its leases for possible classification as finance or operating leases. The
Council presumes a lease to be an operating lease unless there is evidence to the contrary and it is
material to the accounts that a lease is classified as a finance lease. The Council in assessing the
existence and materiality of a finance lease considered the following issues:

“Footprint” of building is less than 5% of total land area

- Lease term is greater than 75% of asset life

- Value of gross value of asset is greater then £0.1m

- Value of annual rent is greater then £10,000

- Minimum Lease payment calculation will use PWLB rates at inception of lease

- Minimum Lease payment is 75% of current asset value
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Where a lease covers both land and buildings, the land and buildings elements are considered
separately for classification. The land value is presumed to be 20% of the total value of the asset
unless there is evidence to the contrary.

After the assessment the Council does not have any material finance leases either as lessee or lessor.
Arrangements that do not have the legal status of a lease but convey a right to use an asset in return
for payment are accounted for under this policy where fulfiiment of the arrangement is dependent on

the use of specific assets.

All lease transactions, such as recognition, smoothing of operating lease payments/receipts are
subject to a de minimis of £50,000 per annum.

Where an asset has a long term lease over 99 years it will be recognised in the Council’'s accounts as
a disposal and written out of non current assets and reflected as either a capital receipt, if the tenant
has paid a lump sum, or as a long term debtor if the tenant is making ongoing annual payments.

The Council as Lessee

Operating Leases

Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure
Statement as an expense of the services benefitting from use of the leased property, plant or
equipment. Charges are made, if material, on a straight-line basis over the life of the lease, even if this
does not match the pattern of payments (e.g, there is a rent-free period at the commencement of the
lease).

The Council as Lessor

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 relevant service line in the
Comprehensive Income and Expenditure Statement. Credits are made on a straight-line basis over the
life-of the lease, even if this does not match the pattern of payments (e.g., there is a premium paid at
the commencement of the lease). Where material 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.

Crematorium

In 2008/09 the Council entered into a 25 year contract with Westerleigh Crematorium Services Ltd for
the operation of its crematorium. The contractor pays a fixed annual sum for this contract however the
contract specifies that the contractor is to construct a replacement cremator at the end of the contract
that will be passed back to Council ownership at the end of the contract period. The Council has
recognised this future asset as a long term debtor which is increased each year by notional rent credits
which are sufficient over the life of the lease to equal the estimated value of the replacement cremator.
At the end of the contract when the asset transfer the debtor will be reversed and a non current asset
recognised on the Council balance sheet.

1.22 Overheads and Support Services
The costs of overheads and support services are charged to those that benefit from the supply or
service in accordance with the costing principles of the CIPFA Service Reporting Code of Practice

2011/12. The total absorption costing principle is used - the full cost of overheads and support services
are shared between users in proportion to the benefits received, with the exception of:
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o Corporate and Democratic Core. - costs relating to the Council's status as a multi-functional,
democratic organisation.

¢ Non Distributed Costs -the cost of discretionary benefits awarded to employees retiring early and, if
applicable, impairment losses chargeable on Assets Held for Sale.

These two cost categories are defined in Service Reporting Code of Practice 2011/12, and accounted
for as separate headings in the Comprehensive Income and Expenditure Statement, as part of Net
Expenditure on Continuing Services.

The majority of the costs of management and administration and central services have been charged
to services based on an appropriate (fair) basis. E.g. accommodation on floor area, personnel on head
count.

The Council is required to present the service expenditure analysis in accordance with the CIPFA
Service Reporting Code of Practice 2011/12. This analysis is in some service areas different to the
Council’s internal budgeting and monitoring arrangements

1.23 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 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.

A general de-minimis limit of £25,000 is applied to recognition of expenditure on Property, Plant and
Equipment. Exceptions to the de-minimis limit are made for projects or individual purchases under
£25,000 where there are specific service requirements to do so e.g. school minor improvement works
which are funded under Special Government Initiatives and fleet vehicle purchases.

The Council’s recognition (or otherwise) of the different types of school assets are as follows:

Community Schools:

The land and buildings are owned by the Council who provide a service from these properties. These
assets are recognised as Council assets. If a community school becomes an Academy school the
asset is treated as a disposal at nil value on the relevant date. The Council has one community school
where the land and building is leased under a 99 year lease. This is accounted for as a Council asset.

Academy Schools:

The land and buildings for the three academy schools within Torbay are owned by the charitable trusts
that operate these schools. These schools are funded directly from central government and are not
recognised as Council assets. For any school converting to Academy status during 2011/12 the date of
disposal for accounting purposes is the 1% April 2011.

Foundation Schools:

The land and buildings are vested in the governing bodies of the schools. The governing bodies control
admission to the schools and employ all the staff. These are not recognised as Council assets. This
includes the Council’s one foundation school which is also a PFI funded school.

Voluntary Aided Schools:
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The land and buildings are owned by the charitable trusts that operate these schools. The charitable
trusts control admission to the schools and employ all the staff. These are not recognised as Council
assets.

Voluntary Controlled Schools:

The land and buildings are owned by the charitable trusts that operate these schools. The Council
controls admission to the schools and employs all the staff. Although the Council has no benefit to any
residual value of the asset as the Council controls the service provided these are recognised as
Council assets.

Measurement
Assets are initially measured at cost, comprising:
o the purchase price

e 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.

List of asset categories & their definitions

The Property, Plant & Equipment category on the balance sheet is comprised of a number of sub
categories:

Vehicles, Plant & Equipment — Assets used for operational purposes

Community Assets - assets which the Council intends to hold in perpetuity, which may have an
indeterminate life and may have restrictions on disposal.

Surplus Assets — assets which are surplus to service needs but do not meet the criteria to be classified
as Assets Held for Sale.

Infrastructure Assets — assets which form the underlying framework of the physical environment and by
their nature cannot be sold. They include coastal defence and drainage systems and transport
infrastructure assets. Transport infrastructure assets form the underlying transport framework of the
physical environment and by their nature cannot be sold. They include highways, footways, and
associated assets.

Assets under construction (Work in Progress) - where capital projects are incomplete and the assets
under construction are not yet operational at the year end.

Other Land and Buildings — Assets used for operational purposes, including any operational heritage
assets.

Assets are then carried in the Balance Sheet using the following measurement bases:

e Vehicles, plant & equipment - lower of net current replacement cost or net realisable value in existing
use. For non-specialised operational assets, net current replacement cost is calculated on the basis
of Existing Use Value (EUV); for specialised operational assets, net current replacement cost is
calculated on the basis of Depreciated Replacement Cost (DRC). Since these assets often have
relatively short useful lives and/or low individual values, Depreciated historical cost is used as a
proxy for fair value.

e Community Assets — depreciated historical cost and, as with Infrastructure Assets, generally their
value is increased as capital expenditure is incurred.

qube 161



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

e Surplus Assets (if any) - Lower of net current replacement cost or net realisable value. Net current
replacement cost is calculated on the basis of Market Value. Fair value as measured by Existing Use
Value (EUV) but since, as Surplus assets, they will not have an existing use the valuation will be
based on its use before it was decommissioned.

e Transport Infrastructure and Other Infrastructure — depreciated historical cost. Their value is usually
increased as expenditure is incurred unless the asset is not available for use, when it will be treated
as an Asset under Construction. Infrastructure assets transferred from Devon County Council upon
Local Government re-organisation in 1998 are held at the value disaggregated by the County
Council using tax base, subject to depreciation.

e Assets under construction (Work in Progress) — where capital projects are incomplete and the
assets under construction are not yet operational at the year end, the added value of any significant
works in progress is assessed by the Council’s valuer pending the issue of a revaluation certificate
upon completion of the works or expenditure to date is used in proxy. For assets valued at historical
cost (infrastructure and community assets) costs are disclosed under operational fixed assets as
they are incurred. The value of assets under construction from a prior year where a new valuation is
issued, to the extent that valuation is in excess of the capital expenditure, is cleared to the
Revaluation Reserve.

o all other assets (primarily land and buildings) - fair 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 fair value because of the specialist nature of an asset,
depreciated replacement cost (DRC) is used as an estimate of fair 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 fair value.

Where an asset is recategorised during a financial year it will be revalued according the measurement
relevant to that category of asset. If material the asset will be revalued in year, otherwise the asset will
be revalued as part of the rolling 5 year programme.

Assets included in the Balance Sheet at fair value are revalued sufficiently regularly to ensure that their
carrying amount is not materially different from their fair value at the year-end, but as a minimum every
five years. All asset valuations are carried out in accordance with the Statements of Asset Valuation
Practices and Guidance notes published by RICS and CIPFA. The management of property valuations
is undertaken by Chris Bouchard A.R.I.C.S. who is an employee of Torbay Economic Development
Company. 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.

Assets where a material change (e.g. capital expenditure on improvement or enhancement) occurs
during the year are revalued as at the time of the change. Where there is a revaluation in year and
capital expenditure has occurred in the year, the revaluation is assumed to have reflected the value of
the expenditure in year.

Where a fixed asset is included in the balance sheet at current value, the difference between the
amount at which the asset was included in the balance sheet immediately prior to the latest revaluation
and the new value is credited or debited to the Revaluation Reserve.

Where capital expenditure has occurred and a new valuation certificate has not been issued, the
expenditure in year is deemed to have increased the current value of the asset by a “pound for pound”
amount. Where expenditure is assessed as not adding value to the asset, the corresponding value will
be written off as impairment.
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The Revaluation Reserve contains revaluation gains recognised since April 2007 only, the date of its
formal implementation. Gains arising before that date have been consolidated into the Capital
Adjustment Account.

Downward Revaluations (Impairment)

Assets are assessed at each year-end as to whether there is any indication that an asset type or range
of assets may be materially 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:

o 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.

Where capital expenditure in year has not added value to an asset the expenditure is written off to the
Income and Expenditure account as impairment.

Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation of
their depreciable amounts over their useful lives as estimated by the Council’s Valuer, making an
allowance for any residual value. Annual depreciation is calculated based upon the opening Balance
Sheet value for each asset unless a material change has occurred during the financial year, in which
case a pro-rata adjustment is made.

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 - a percentage of the value of each class of assets in the
Balance Sheet usually over periods between 3 to 10 years depending on the nature of the asset.
Straight — line allocation over the expected useful life of the asset.

o infrastructure - straight-line allocation generally over 40 years or 20 years for Transport
infrastructure.

Where an item of Property, Plant and Equipment asset has major components whose cost is
significant in relation to the total cost of the item, the components are depreciated separately. The
Council only assess an asset for componentisation (beyond the standard land and buildings split) if the
asset has a gross value of more than £2m and the value of a type of component within an asset has a
value in excess of £0.5m. Where appropriate for assets of a similar operational purpose, (such as
schools), standard percentage splits over significant components will be used. Where, if material,
expenditure in year is incurred on a replacement component and no revaluation of the asset has
occurred the value of the old component (adjusted for depreciation to date) will be removed.

The Council has determined the following components:

quae 163



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

Land
Building/Structure
Plant & Machinery
Furniture & Equipment
Infrastructure

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.

1.24 Disposals and 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.

To be an asset held for sale the Council is actively taking actions to dispose of the site — such as the
active marketing of the site. If the asset sale is expected within 12 months it is classified as a current
asset and of sale not expected within 12 months it is held as a non current asset.

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 in 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 previous
losses 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. Any changes in criteria apply from the next balance sheet date therefore no restatement of
opening balances is required.

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 net increase in value
prior to the asset being classified as an Assets Held for Sale is held and ‘frozen’ in the Revaluation
Reserve until the asset is disposed or reclassified.

Amounts received for a disposal in excess off £10,000 are categorised as capital receipts. Receipts
below the de-minimis level of £10,000 (with reference to the Capital Finance Regulations 2003) are not
recognised as capital receipts and are retained in the Comprehensive Income & Expenditure Account.
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 Council could also receive capital receipts not directly related to the disposal of an asset. These
include the Council’s share of Right to Buy Receipts arising from the Council’'s housing stock which
was transferred to Riviera Housing Trust in 2001. These are regarded as deferred receipts arising from
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the original disposal and are accounted for as a refinement of the estimated gain/loss made on the
original disposal, and hence posted as gains/losses in the Income and Expenditure Account of the year
of receipt.

Other capital receipts, not directly or indirectly linked to an asset such as repayment of renovation
grants will be credited to the relevant service and then reversed in the Statement of Movement on the
General Fund Balance.

Receipts are appropriated to the Reserve from the General Fund Balance in the Movement in
Reserves Statement. The written-off value of disposals is not a charge against council tax, as the cost
of fixed 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.

Costs of disposal are not charged to gains/losses on disposal unless material. The Council has taken
the option allowed by legislation to charge costs of disposal up to 4% of the value of a capital receipt
and this is reflected in the Council’'s Capital Investment Plan. This option was not used in 2011/12.

1.25 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 and depreciated in the same way as property,
plant and equipment owned by the Council.

Westlands and Homelands Schools — Private Finance Initiative.

The Council entered into a 26 year contract with a private sector partner, for the provision of serviced
facilities at Westlands Secondary and Homelands Primary Schools in Torquay. The Project Agreement
was signed on 31st March 2000 with Torbay School Services Ltd. The contract became effective on
10th May 2000 at which time both parties agreed that the conditions precedent had been satisfied. The
contract is a “design, build, finance and operate” PFI contract.

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. For Westlands and Homelands Schools, the liability was written down
by an initial capital contribution of £16m. The asset relating to one of the PFI schools, Westlands,
which is a foundation school, is not recognised although the long term liability is.

The amounts payable to the PFI operators each year are analysed into three elements:

o fair value of the services received during the year - debited to the relevant service in the
Comprehensive Income and Expenditure Statement.

¢ 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.

e payment towards liability - applied to write down the Balance Sheet liability towards the PFI operator.
In addition the Council makes an annual revenue provision to the Capital Adjustment Account that is
equal to the annual reduction in the liability to the contractor and correspondingly reduces the Council’'s
Capital Financing Requirement.

The Council is in receipt of Government support for part of the cost of the scheme. The Council set up
a sinking fund reserve to set aside some of the grant proceeds so that the scheme can be funded
evenly from Government support over its operational life.
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1.26 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 maybe
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.

Where some or all of the payment required to settle a provision is expected to be recovered from
another party (e.g from an insurance claim), this is only recognised as income for the relevant service if
it is virtually certain that reimbursement will be received if the Council settles the obligation.

Carbon Allowances

The cost of the Council’'s consumption of utilities which leads to a cost under the use of Carbon
Allowances scheme is accounted for as a provision in Cost of Services in the Comprehensive Income
and Expenditure Account in the year that the consumption relates.

Contingent Liabilities

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. Contingent liabilities also arise in circumstances where a
provision would otherwise be made but either it is not probable that an outflow of resources will be
required or the amount of the obligation cannot be measured reliably. Contingent liabilities are not
recognised in the Balance Sheet but disclosed in a note to the accounts.

Contingent Assets

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 assets are not recognised in the Balance Sheet but disclosed in a note to the accounts
where it is probable that there will be an inflow of economic benefits or service potential.

1.27 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 in the
Movement in Reserves Statement. 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. The purpose of each of the Council’s
reserves is explained within the notes to the core financial statements.
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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.

1.28 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 Council non-current asset has been charged as expenditure to the
relevant service in the Comprehensive Income and Expenditure Statement in the year (e.g. payments
to third parties such as Private Sector Renovation Grants or spend on Foundation schools). Any
grants or contributions received used to fund this expenditure, or expected to be used to fund REFCUS
in the future, will also be treated as a revenue income. Where a grant has been received and as at
year end it is not confirmed whether the grant will be spent on capital or REFCUS expenditure the
Council has treated this as revenue grant. The grant will then, via the Movement in Reserves
Statement be transferred to either the Capital Adjustment Account if expenditure has been incurred or
to the capital grants unapplied reserve if expenditure has not yet been incurred.

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.

Although REFCUS, for financial reporting is treated as revenue expenditure, it is still, by statue, capital
expenditure therefore the costs and sources of funding for REFCUS will appear within the notes for
capital expenditure and financing.

1.29 Value Added Tax (VAT)

VAT payable is included as an expense only to the extent that it is not recoverable from Her Majesty's
Revenue and Customs. VAT receivable is excluded from income.
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COLLECTION FUND SUMMARY ACCOUNT 2011/2012

This account reflects the statutory requirements for billing authorities to maintain a separate
Collection Fund, which shows the transactions of the billing authority in relation to non-domestic

rates and the council tax, and illustrates the way in which these have been distributed to

preceptors and the General Fund.

2010/11
£m £m
(59.0)
(15.6
(74.6)
(32.1)
(106.7)
7.6
3.5
61.4 72.5
0.7
31.5
0.2 31.7
0.5
0.1 0.6
04
0.0 0.4
105.9
(0.8)

Income

Council Tax Receivable

Transfers from General Fund - Council Tax Benefits

Income from business ratepayers (NNDR)

Total Income

Expenditure
Precepts and Demands:-
Devon & Cornwall Police Authority

Devon Fire Authority

Torbay Council's own Demand (including Brixham Town

Council)

Distribution of previous years estimated collection fund

surplus. Note D

National Non-domestic Rates (NNDR):-

Payments to NNDR Pool

Cost of Collection Allowance

Bad and Doubtful Debts/Appeals:-
Council tax

Write Offs for uncollectable amounts
Allowance for Impairment

NNDR

Write Offs for uncollectable amounts

Allowance for Impairment

Total Expenditure

(Surplus)/Deficit for year

2011/12
£m £m
(59.2
(15.7
(74.9)
(35.1)
(110.0)
7.6
3.5
61.8 72.9
14
34.5
0.2 34.7
0.3
(0.7) (0.4)
0.4
0 0.4
109.0
(1.0)
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£m Movement of Fund Balance £m
(1.3)  Balance brought forward as at 1% April (2.1)
(0.8)  Surplus for the year (1.0)

~ (2.1) Balance carried forward as at 31 March T (31) |
(0.3)  Balance attributable to major precepting bodies. Note E. T
(1.8)  Balance attributable to Torbay Council. Note E. (2.6)

Note: Brixham Town Council, a local precepting authority, ‘precepts’ on Torbay Council as a billing authority
to fund its activities, the precept for 2011/12 was £0.186m (£0.186m in 2010/11) and is received from council
taxpayers in the town council’s area. This precept is included in Torbay Council’'s demand on the collection
fund.

qu4e 169



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

NOTES TO THE COLLECTION FUND SUMMARY ACCOUNT

These notes represent the statutory requirement for a billing Council to maintain a separate Collection
Fund. The accounts are consolidated with the Council’s main accounts.

A) Council Tax Base 2011/12

For Council tax purposes the number of domestic properties in each band converted to a Band D
equivalent for 2011/12 was as follows:

Amount payable by all council tax Additional amount payable by council tax
payers payers resident in the Brixham Town
Council area
Valuation Ratio to No No of Average | No Dwellings No of Average
Band Band D Dwellings Dwellings Council in valuation Dwellings Council Tax
in valuation Band D Tax Per list Band D Per Dwelling
list Equivalent  Dwelling Equivalent £
£

A 6/9 13,195 6,954 993.03 1,407 740 18.77

B 719 16,959 11,471 1,158.53 2,236 1,520 21.89

C 8/9 16,176 12,824 1,324.04 2,454 1,954 25.02

D 1 9,709 8,827 1,489.54 1,493 1,363 28.15

E 11/9 4,952 5,588 1,820.55 641 738 84.41

F 13/9 2,251 2994 2,151.56 309 407 40.66

G 15/9 1,204 1,769 2,482.57 90 137 46.92

H 2 119 164 2,979.08 6 5 56.30
TOTAL 64,565 50,591 8,636 6,864

Less Allowance for Non Collection @ %

(3.5% 2010/11) (1,770) (240)
TAX BASE 2011/12 48,821 6,624

The number of dwellings Band D equivalent for 2011/12 is required for the setting of the Council Tax. It is
calculated prior to the start of the financial year by using the number of dwellings on the valuation list
adjusted to set the number of chargeable dwellings per band. This is then adjusted for an appropriate level of
reduced assessments (discounts) prior to the number of dwellings in each band being put in a ratio
compared to Band D. For further details on this please see “Report 321 10 Council Tax Base 1112” from the
Council meeting of 14™ December 2010.

B) Council Tax Income 2011/12

Precepts and Demands:
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The following Authorities made a demand on the Collection Fund in 2011/12.

£m
Torbay Council (see note below) 61.8
Devon and Cornwall Police Authority 7.6
Devon & Somerset Fire & Rescue Authority 3.5
Total Demands on Collection Fund 2011/2012 72.9
Divided by Council Tax Base:-
Torbay Council Tax Base 48,820.60
Brixham Town Council Tax Base 6,623.86
Band D Council Tax (excluding Brixham Town Council precept) 1,489.54
Band D Council Tax (including Brixham Town Council precept) 1,517.69

Note: Brixham Town Council’s precept is included in Torbay Council’'s demand on the collection fund.

The income credited to the Collection Fund in 2011/12 can be analysed as follows.

£m
Gross Council Tax Payable for Year 86.4
Reduced Assessments (discounts) (11.5)
Actual Income from Council tax (74.9)
Less Council Tax Benefit (15.7)
Total Council tax Income 2011/12 (59.2)

The difference of £2.0 million between the actual Council Tax income (£74.9m) and the estimated income
(£72.9m) is due to changes during the year in the Council Tax Base and collection rates. These changes
include the number of eligible properties, discounts and the actual and estimated tax collection rate.

C) Income from Business Rates

Under the arrangements for uniform business rates, the Council collects hon-domestic rates for its area,
which are based on local rateable values multiplied by a uniform rate. The total amount, less certain reliefs
and other deductions, is paid to a central pool (the NNDR Pool) managed by Central Government, which in
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turn pays back to Authorities their share of the pool based on a standard amount per head of the resident
population. The total rateable value as at 31st March 2012 was £100.0m (2010/2011: £100.5m).

In line with the Local Government Act 2003, from 1st April 2005, there are two multipliers, the small business
non-domestic rating multiplier, which is applicable to those that qualify for the small business relief; and the
non-domestic rating multiplier, which includes the supplement to pay for small business relief. The small
business non-domestic rating multiplier for 2011/12 was 45.0 pence per pound of rateable value and the non
domestic rating multiplier was 45.8 pence per pound.

As part of the NNDR regulations, all commercial premises have been revalued by the Valuation Office and a
new rating list put into effect from 01/04/10. As part of this process the total rateable value increase is offset
by a decrease in the multiplier.

D) Distribution of previous years’ estimated Collection Fund surplus/(deficit)
2010/2011 2011/2012
£000's £000's
543 Torbay Council 1,209
66 Devon and Cornwall Police Authority 150
31 Devon & Somerset Fire & Rescue Authority 69
640 Total 1,428
E) Accounting for the Collection Fund balance

The opening balance for the Collection Fund for 2011/12 was £2.1m. The balance as 31 March 2012 was
£3.1m surplus. Surpluses and deficits are shared with the other major precepting bodies that make a
demand on the fund. The Council accounted for the Collection Fund balance in its 2011/12 Statement of
Accounts as follows.

2010/11 £m | Major Precepting Bodies:- 2011/12 £m
1.8 Torbay Council 2.6
0.2 Devon and Cornwall Police Authority 0.3
0.1 Devon and Somerset Fire and Rescue Authority 0.2
2.1 31

In the Balance Sheet as at 31 March 2012 the Council included the disaggregated amounts for Devon &
Cornwall Police Authority and Devon and Somerset Fire and Rescue Authority within its current assets and
liabilities. The surplus attributable to Torbay Council has been treated as a credit on the Collection Fund
Adjustment Account.

In addition to the statutory Collection Fund Statement, the Council in its Income & Expenditure account now
reflects, as income in year, its share, based on precepting values, of the year end Collection Fund position.
The Council on its balance sheet reflects its share of year end assets (arrears and impairment) and liabilities
(prepayments) attributable to the Collection Fund. The balance is shown in the accounts of the individual
precepting bodies
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GROUP ACCOUNTS 2011/12

For 2011/12 Torbay Council is publishing group accounts along with its single entity accounts. This is the
first time in recent years that the Council has published Group Accounts. This change is due to changes in
the value of the interests the Council holds in various companies that are now considered to be material to
the users of the Statement of Accounts. These Accounts aim to provide users with a full picture of the
Council’'s control and influence.

The Group Accounts are prepared in accordance with relevant legislation and guidance, primarily
International Financial Reporting Standards (IFRS) and the CIPFA Accounting Code of Practice (“the Code”).

In preparing the Group Accounts the Council has aligned the accounting policies of all group companies with
those of the Council and made consolidation adjustments where necessary.

For subsidiaries the Council has consolidated the financial statements of the subsidiary companies with
those of the Council on a line by line basis; and has eliminated in full balances, transactions, income and
expenses between the Council and its subsidiary.

Additional notes to support the Group Accounts are only provided where there is a material difference to the
notes to the Council’s single entity Accounts. Debtor and Creditors included in the Group Accounts exclude
any amounts owed within the Group. Any council contingent liability in relation to its group members are
disclosed in the single entity accounts note 42. So users may wish to refer to the individual notes included in
the Council’'s single entity accounts.

All the companies within the group have a reporting period end date of the 31st March. Subsidiary
companies have been consolidated into the group accounts using acquisition accounting and Associates by
equity accounting. The net equity of subsidiaries, whether in deficit or surplus, has been consolidated.
Associates have only been consolidated to their net equity if surplus. If the net equity is in deficit due to
cumulative losses, deductions (from Group reserves) are suspended so that the carrying amount does not
become negative.

For those companies within the group that are ‘Limited by Guarantee and not having a share capital’ any
surplus is reinvested into their activities. The Torbay Economic Development Company Ltd is a private
limited company; however the intention is that any surplus is reinvested into the service. TOR2 is also a
private limited company where the Council is due a share of any profits (not applicable in 2010/11 or
2011/12).

The Council’s interest in TOR2 Ltd and the Riviera International Centre Ltd is 19.99%. These are less than
the accounting presumption that a 20% holding in a company is necessary for significant influence. The
Council has considered its relationship with these companies and has concluded that it does have significant
influence over them due to the dependence they have on the council. Therefore both companies have been
treated as associates.

The consolidation has resulted in relatively small movements between the Council’s single entity account
compared to the group accounts as the Council is the main funder of both subsidiary companies and only
one of the associates has a surplus in its net equity. The value of the non current assets in the subsidiary
companies is a result of the Council transferring assets to the companies at nil consideration.
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Torbay
Torbay
Council
Council
Single Variance Note
] Group
entity
Accounts
accounts
No material
Total Reserves/Net Equity/Net .
134.0 133.7 (0.3) movement in net
Assets
assets
Revaluation of EDC
Long Term Assets 344.8 346.0 1.2 assets less value of
Council investment
Consolidation of
Current Debtors 13.7 11.3 (2.4) monies owed by
Subsidiaries
Primarily Cash
Cash & Cash Equivalents 11.8 14.6 2.8 balances held by
EDC
) o Subsidiaries part of
Net Pension Liability (123.5) (124.9) (1.4)
LGPS
(Surplus)/Deficit on Provision of Reversal of gain on
] 22.8 26.2 34 N
Services recognition of EDC

As at the 31st March 2012 the net balances outstanding between members of the group were:-

Torbay Council and TOR2 Ltd, a net £1.7m owed by the Council

Torbay Council and the Torbay Economic Development Company, a net £1.4m owed by TEDC

The following companies fall within the Torbay Council group of companies for accounting purposes:-

Company Type of Principal Activities Assessed Shareholding /Control and
Name and Company Commenced during the year Relationship Company Directors
Reg’n No Trading

Torbay Private Limited 14" April To bring about Subsidiary Shareholding /Control: 100%
Economic Company 2011 Regeneration in

Development
Company Ltd

Torbay

In 11/12 Council paid

Members of Torbay Council
that are Directors of this

Page, }.74




Torbay Council

2011/12 Statement of Accounts for the year ended 31% March 2012

07604855 £2.2m grant plus Company are as follows:-
payments for
professional fees Clir Alan Faulkner
In 11/12 one off fees Clir David Thomas
of £2m were paid
Clir Alan Tyerman
A full list of directors is
available at:-
http://www.torbay.gov.uk/tda-
index/tda-aboutus/tda-
edc.htm
English Local Authority 1% October Marketing the Subsidiary Shareholding /Control: 100%
Riviera Controlled 2010 English Riviera and
Tourism Company managing and Members of Torbay Council
Company Ltd Limited by delivering the that are Directors of this
Guarantee and English Riviera Company are as follows:-
07223987 not having a Visitor Information
share capital Service ClIr. Roger Stringer
In 11/12 Council paid Clir. Jeanette Richards
£0.6m grant
A full list of directors is
available at:-
http://englishrivieratourism.co
.uk/ertc-board-members.php
Torbay Local Authority | Incorporated: | Provision of free Subsidiary Shareholding /Control: 100%
Enterprise Controlled 17" February | professional advice
Agency Ltd Company 1988 and practical Not Members of Torbay Council
Limited by guidance to small consolidated | that are Directors of this
02222483 Guarantee and business in Torbay as not Company are as follows:-
not having a and the material
share capital management and Clir Derek Mills
rental of industrial
units The full list of directors who
held office during the year
were as follows:
Clir Derek Mills
Adrian Sheen
Brighter Bay | Local Authority | Incorporated: Dormant Subsidiary Shareholding /Control: 100%
Ltd Controlled 15" February
Company 2010 - Not
07157188 Limited by Dormantin consolidated
Guarantee and 2011/12. as not trading
not having a Company
share capital | was dissolved
on 5th June
2012
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TOR2 Ltd Company 19™ July 2010 | Waste and recycling Associate Shareholding /Control:
limited by collections; 19.99%
07204696 share maintenance of
highways, grounds, Members of Torbay Council
parks, car parks, that are Directors of this
buildings and the Company are as follows:-
Council’s vehicle
fleet; street and Clir Peter Addis
beach cleansing;
and out of hours call The full list of directors who
centre support in the held office during the year
Torbay area were as follows:
Council has 10 year Philip Fellowes-Prynne
contract with TOR2
for a number of David Hogg (resigned 9 May
services with an 2011)
annual value of
approx £12m Gary Mills (resigned 1
December 2011)
Nicola Peake (resigned 31
December 2011)
Matt Stevens (resigned 13
March 2012)
Clare Tanner (resigned 31
January 2012)
Ciaran Kennedy (appointed 9
May 2011)
Peter Addis (appointed 31
January 2012)
Jonathan Wilkinson
(appointed 1 January 2012)
Careers Local Authority | 1% April 2008 To develop, co- Associate Shareholding /Control: 25%
South West Controlled formerly ordinate, operate
Ltd Company Connexions | and ensure provision A list of directors is available
Limited by Cornwall & of support services at:
3029947 Guarantee and Devon Ltd for young people and
not having a provide careers http://www.careerssw.org/ab
share capital advice, information out-csw/about-us-2/our-
and guidance to board
people of all ages.
In 11/12 Council
funded a £1m
payment
The PLUSS | Local Authority 1% August Primary purpose is Associate Shareholding /Control: 25%
Organisation Controlled 2005 to inspire people of
Ltd Company all abilities to Members of Torbay Council
Limited by achieve a career. that are Directors of this
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05171613 Guarantee and The key areas are Company are:-
not having a employment services
share capital and supported Councillor Stocks
enterprises
A full list of directors is
In 11/12 Council available at:
funded a £0.6m
payment plus http://pluss.org.uk/pluss-
purchases of board-directors
equipment.
Riviera Company 8™ March Provision of Associate Shareholding
International Limited by 2002 conference and /Control:19.99%
Centre Guarantee and leisure activities
Limited not having a Members of Torbay Council
share capital In 11/12 Council that are/were Directors of this
4390746 funded a £0.8m Company are as follows:-

payment

Mr R M Pernull-Excell

Mr D N Thomas (Resigned 3
June 2011)

The full list of directors who
held office during the year
were as follows:

Mr R M Pernull-Excell
(Appointed 3 June 2011)

Mr B M Cole (Resigned 31
March 2012)

Mr C D Hart (Resigned 31
March 2012)

Mr M J Clarke (Resigned 31
March 2012)

Mrs S P Faryna (Resigned
31 March 2012)

Mr D N Thomas (Resigned 3
June 2011)
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Group Movement in Reserves Statement

This statement shows the movement in the year on the different reserves held by the Council and its group
members, analysed into ‘usable reserves’ (i.e. those that can be applied to fund expenditure or reduce local
taxation) and other ‘unusable’ reserves. The Surplus or (Deficit) on the Provision of Services line shows the
true economic cost of providing the Council's group services, more details of which are shown in the Group
Comprehensive Income and Expenditure Statement.
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£m £m £m £m £m £m £m £m £m
Balance at 31 March
2010 carried forward 3.7 31.0 0.4 19.1 54.2 47.5 101.7 0 101.7

Movement in
Reserves during
2010/11

Surplus or (deficit) on

provision of services 25.5 - - - 25.5 - 25.5 0 25.5
Other Comprehensive

Expenditure and

Income

(in I&E Statement) - - - - - 65.7 65.7 0 65.7

Total Comprehensive
Expenditure and
Income 255 - - - 25.5 65.7 91.2 0 91.2

Adjustments between

Group Accounts and

Authority Accounts (1.1) (1.1) (3.7) (4.8) 0.1 (4.7)
Adjustments between

accounting basis &

funding basis under

regulations (22.3) - 0.1 (2.1)  (24.3) 24.3 - 0 0

Net

Increase/Decrease

before Transfers to

Earmarked Reserves 21 - 0.1 (2.1) 0.1 86.3 86.4 0.1 86.5

Transfers to/from (1.8) 1.8 - 0 - - - 0 0
Earmarked Reserves

Increase/(Decrease) 0.3 1.8 0.1 (2.1) 0.1 86.3 86.4 0.1 86.5
in Year
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General Fund
Balance

£

3

Earmarked
General Fund

Reserves

™
3

Capital Receipts
Reserve
Capital Grants
Unapplied

™
3
™
3

Total Usable
Reserves

£m

Unusable
Reserves

£m

Total Authority
Reserves

™
3

Authority’s share
of reserves of
Subsidiaries and

™
3

Associates

Total Reserves

£m

Balance at 31 March
2011 carried forward 4.0

Movement in
Reserves during
2011/12

32.8

0.5 17.0

54.3

133.8

188.1

0.1

188.2

Surplus or (deficit) on

provision of services (26.3)
Other Comprehensive
Expenditure and

Income

(in I&E Statement) -

(26.3)

(32.5)

(26.3)

(32.5)

(26.3)

(32.5)

Total Comprehensive
Expenditure and
Income (26.3)

Adjustments between

Group Accounts and

Authority Accounts 3.5
Adjustments between

accounting basis &

funding basis under

regulations (Note 7) 23.4

0.5) (3.2)

(26.3)

3.5

19.7

(32.5)

(58.8)

1.9

(58.8)

4.3

Net

Increase/Decrease

before Transfers to

Earmarked Reserves 0.6

(05 (3.2)

(3.1)

(56.9)

24

(54.5)

Transfers to/from (0.6)
Earmarked Reserves
(Note 8)

0.6

Increase/(Decrease)
in Year

0.0

0.6

(05)  (3.2)

(3.1)

(53.8)

(56.9)

24

(54.5)

Balance at 31 March
2012 carried forward 4.0

33.4

0 13.8

51.2

80.0

131.2

2.5

133.7
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Group Comprehensive Income and Expenditure Statement

This statement shows the accounting cost in the year of providing services by the council, its subsidiaries
and its share of associates in accordance with generally accepted accounting practices, rather than the

amount to be funded from taxation.

2010/11

Gross Gross Net

Exp Income Exp

£m £m £m
19.5 (17.4) 21
17.7 (2.3) 154
22.3 (7.0) 15.3
6.6 (2.8) 3.8
156.5 (127.7) 28.8
27.0 (9.8) 17.2
72.8 (65.1) 7.7
47.0 (2.0) 45.0
5.0 (1.6) 34
2.9 0 2.9
1.4 (8.8) (7.4)
0 (28.0) (28.0)
378.7 (272.5) 106.2
0.7 (0.8) (0.1)
252 (15.0) 10.2
0 (140.5) (140.5)
(24.2)
(1.3)
0
0
(25.5)
(3.0)

Services:

Central Services to the Public
Cultural Services
Environmental and Regulatory
Services

Planning and Regeneration
Services

Childrens and Education
Services

Highways and Transport
Services

Housing Services

Adult Social Care

Corporate and Democratic Core
Exceptional Items — local pay
review

Non distributed costs — other
Non distributed costs —
change in inflation factor

for retirement benefits

Cost Of Services
Other Operating Expenditure

Financing and Investment
Income and Expenditure

Taxation and Non-Specific Grant
Income

(Surplus) or Deficit on
Provision of Services

Share of the (surplus) or deficit
on the provision of services by
associates.

Tax expenses of subsidiaries

Tax expenses of associates
Group (Surplus)/Deficit

Surplus or deficit on reval-
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2011/12
Gross Gross Net
Exp Income Exp
£m £m £m
19.6 (17.1) 25
12.7 (2.1) 10.6
17.7 (4.3) 13.4
10.9 (2.1) 8.8
132.5 (93.0) 39.5
19.3 (8.2) 111
76.0 (68.6) 7.4
47.5 (4.0) 43.5
3.1 0 3.1
0 0 0
1.7 (1.1) 0.6
0 0 0
341.0 (200.5) 140.5
22.0 (1.0) 21.0
222 (14.6) 7.6
0 (142.9) (142.9)
26.2
(0.1)
0
0.2
26.3
(15.0)
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2.5

(61.5)

(4.0)

0.3

(65.7)

(91.2)

uation of non current assets

Impairment losses on non-
current assets charged to
Revaluation Reserve

Actuarial (gains) / losses on
pension assets / liabilities
Share of other Comprehensive
income and expenditure of
associates

Tax relating to Other
Comprehensive and
Expenditure - Associates
Other Comprehensive Income
and Expenditure

Total Comprehensive Income
and Expenditure

0.3

46.0

1.3

(0.1)

32,5

58.8
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Group Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by
the Council, its subsidiaries and its share of associates. 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 or members of its group
may use to provide services. The second category of reserves is 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).

1 April 31 March 31 March 2012

2010 2011
£m £m £m
319.5 326.7  property, Plant & Equipment 316.3
18.7 20.1 Heritage Assets 22.2
4.1 4.1 Investment Property 4.1
0.7 0.7 Intangible Assets 0.5
44 3.0 Long Term Investments 0
0 0.2 Investments in Associates 0
3.0 29 Long Term Debtors 29
350.4 357.7 Long Term Assets 346.0
95.6 112.0  Short Term Investments 94.4
1.1 1.1 Assets Held for Sale 0.7
0.4 0.1 Inventories 0.1
11.7 12.3 Short Term Debtors 1.3
14.2 2.8 Cash and Cash Equivalents 14.6
123.0 128.3  Current Assets 121.1
(1.5) (1.5) Short Term Borrowing (2.0)
(1.2) (0.4) Other Short Term Liabilities (0.4)
(32.8) (35.8)  Short Term Creditors (inc Receipts in Advance) (37.9)
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(2.3) (2.7)
(1.1) (6.1)
1 April  31March
2010 2011
£m £m
(38.9) (46.5)
(1.3) (1.0)
(0.3) (0.3)
(132.6) (162.7)
(30.0) (9.9)
(166.4) (76.7)
(2.2) (0.7)
(332.8) (251.3)
101.7 188.2
54.2 54.4
475 133.8
101.7 188.2

The unaudited accounts were issued on 29" June 2012 and the audited

Provisions

Capital Grants/Contributions: Receipts in Advance

Current Liabilities

Long Term Creditors

Provisions

Long Term Borrowing

Other Long Term Liabilities

Pension Liability

Grants/Contributions Receipts in Advance- Capital

Long Term Liabilities

Net Assets

Usable reserves

Unusable Reserves

Total Reserves

accounts were authorised for issue on 19" September 2012.

P LOOBY BA CPFA
Chief Finance Officer
19™ September 2012

(1.4)

(0.9)

31 March 2012

£m

(42.6)

(1.2)
(0.2)
(153.7)
(10.3)
(124.9)

(0.5)

(290.8)

133.7

53.7

80.0

133.7
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Group Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Council and its
subsidiaries. The statement shows how the Council and subsidiaries 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.

2010/11

£m

(24.2)

(5.0)

1.2

(28.0)

48.6

14.2

2.8

(11.4)

Net (surplus) or deficit on the provision of services

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

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

Net cash flows from Operating Activities

Investing Activities

Financing Activities

Net (increase) or decrease in cash and cash
equivalents

Cash and cash equivalents at the beginning of the
reporting period

Cash and cash equivalents at the end of the
reporting period

Net increase or (decrease) in cash and cash equivalents

201112

£m

26.2

(45.1)

1.2

(17.7)
(3.5)

9.4

(11.8)

2.8

14.6

11.8
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Notes to Group Accounts
1. Summary of Group Movements in the Movement in Reserves Statement

This table identifies the movements in the unusable and usable reserves for the Council’s share of
Subsidiaries and Associates which reconciles to the Group Movement on Reserves Statement.

Group Reserves Attributable to the
Authority
Usable Unusable
Reserves Reserves Total
2010/11
Balance at 1 April 2010 0 0 0
Surplus or (deficit) on the Provision of Services 0.2 0 0.2
Other Comprehensive Income & Expenditure 0 0.1 (0.1)
Balance at 31 March 2011 0.2 (0.1) 0.1
201112
Balance at 1 April 2011 0.2 (0.1) 0.1
Surplus or (deficit on the Provision of Services (0.8) 0 (0.8)
Other Comprehensive Income & Expenditure 0 3.2 3.2
Balance at 31 March 2012 (0.6) 31 2.5

2. Adjustments between Group Accounts and Council Accounts in the Group Movement in
Reserves Statement

This table identifies the adjustments made between the Group Accounts and Council's Accounts to
reflect changes made on consolidation to balance to the Council’s single entity General Fund Reserve

balance.
General Fund Unusable Total
Balance Reserves
£m £m £m

2010/11

Subsidiaries Trading Position 02 0 0.2
Council’'s share of Associates Profit/loss on (1.3) 0 (1.3)
Provision of Service
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General Fund Unusable Total
Balance Reserves
£m £m £m
Actuarial (Gains)/Losses 0 (3.7) (3.7)
(1.1) (3.7) (4.8)
2011/12
Movement in fair value of subsidiary (0.8) 0 (0.8)
Subsidiaries Trading Position 0.1 0 0.1
Pension charge for Subsidiary (NDC) 0.5 0 0.5
Taxation EDC investment 36 0 36
Council’'s share of Associates Profit/Loss on (0.1) 0 (0.1)
Provision of Service
Tax - Associates 0.2 0 0.2
Property Revaluations 0 (4.0) (4.0)
Actuarial (Gains)/Losses 0 2.4 2.4
3.5 (1.6) 1.9

3 Summary financial information of Associate Companies

This table lists summary information about the Council’s interest in associate companies and its

relationship with them in terms of ownership and trading.

Careers South The PLUSS Riviera
TOR2 Ltd West Ltd Organisation International
Ltd Centre Limited
Torbay Torbay Torbay Torbay
Council's Council’'s Council’'s Council's
Total Share Total Share Total Share Total Share
(19.99%) (25%) (25%) (19.99%)
2010/11 £m £m £m £m £m £m £m £m
Income (10.7) (2.1) (16.2) 4.1) (23.3) (5.8) (3.2) (0.6)
Expenditure 12.4 2.5 11.5 2.9 20.7 5.2 3.3 0.6
Operating (Profit) or loss 1.7 0.4 (4.7) (1.2) (2.6) (0.6) 0.1 0
Other Comprehensive 02 0 04 01 01 0 0 0
Income
Actuarial (gains)/Losses
recognised in the pension 0 0 (11.9) (3.0) (4.0) (1.0) 0 0
scheme
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gz:e‘ifgg)(mc'“dmg 0.5) | (0.1) 0.1 0 1.8 05 0 0
Total 1.4 0.3 (16.1) | (4.2 (4.7) (1.1) 0.1 0
Assets 8 1.6 3.8 1.0 7.2 1.8 0.5 0.1
Liabilities (9.4) (1.9) (4.7) (1.2) (6.3) (1.6) (0.4) (0.1)
Total (1.4) (0.3) (0.9) (0.2) 0.9 0.2 0.1 0
2011/12

Income (14.8) | (2.9 | (125) | (31) |(@7.4)| (6.9 (3.0) (0.6)
Expenditure 16.0 3.2 11.9 3.0 26.7 6.7 3.1 0.6
Operating (Profit) or Loss 1.2 0.3 (0.6) (0.1) (0.7) (0.2) 0.1 0.0
ﬁi@iﬁiﬁ?ﬁ r::sg:cli\ﬁlre 0.1 0 ©3) | (1) | ©1 0 0 0
Actuarial (Gains)/Losses

recognised in the pension 0 0 3.9 1.0 1.7 0.4 0 0
scheme

Taxation (0.3) (0.1) 0 0 (0.3) 0 0 0
Total 1.0 0.2 3.0 0.8 0.6 0.2 0.1 0
Assets 5.9 1.2 3.9 1.0 7.7 1.9 0.4 0.1
Liabilities (8.3) (1.7) (7.8) (2.0) (7.4) (1.9) (0.4) (0.1)
Total (2.4) (0.5) (3.9) (1.0) 0.3 0 0 0
Unrecognised sharg of

amount doss notbecome | < | ©8) | - | a0 |- : :
negative

4 Property, Plant and Equipment

This table reconciles the movement in Group Property Plant and Equipment assets. The measurement
basis, depreciation method and useful lives used in the Group Accounts are materially consistent with the
information provided in Note 12 of the Council’s single entity accounts.

Comparator information for prior years is the same as Note 12 in the Council’s single entity accounts.
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2011/12

Cost or Valuation
At 1 April 2011
Additions

Revaluation
increases/
(decreases)
recognised in the

Revaluation Reserve

Revaluation
Increases/
(decreases)
recognised in the
Surplus/Deficit on
the Provision of
Services

Derecognition -
Disposals

Derecognition -
Other

Assets reclassified
(to)/from Held for
Sale

Other movements in
Cost or Valuation

At 31 March 2012

Accumulated
Depreciation and
Impairment

At 1 April 2011
Depreciation charge

Depreciation written
out to the

Revaluation Reserve

Depreciation written
out to the
Surplus/Deficit on
the Provision of
Services

= [] 0 - - ~ -
o3 c - bt ..6 qh’ c Cw pCw - (= -
ey &% 3, &, § $2 _sEEisd fey ogsét
© S ~ 2 2o = < o5 © = -g_.ﬂ -g_ %NE "o -2
135 83 ] E o P st ©BSE5TES Fre &TES
] Sg P & EZ 3 28 FEgo 28¢5 —83 —3 83
£0 Ey g 3 g % 5 Fsw 58w SaF FEgy
S g £ © a <o g8 DL 0 =&
£m £m £m £m £m £m £m £m £m £m
246.6 16.6 86.7 5.0 0 2.6 357.5 0 357.5 3.7
9.7 0.9 5.2 0.6 0 0.6 17.0 0 17.0 0
13.4 0 0 0 0 0 13.4 40 174 0
(14.2) 0 0 0 (0.1) (2.3) (16.6) 0  (16.6) 0
21.8)  (06) 0 0 0 0 (22.4) (224)
(0.1) 0 0 0 0 0 (0.4 o1
(0.6) 0 0 0 0.7 0 0.1 0 0.1 0
0
(0.1) 0 0 (1) 02 (02) (0.2) 0.2) 0
2329  16.9 91.9 5.5 08 07  348.7 40 3527 3.7
(9.6) (9.3) (11.9) 0 0 0 (30.8) 0 (30.8) (0.2
(3.2) (1.5) (3.3) 0 0 0 (8.0) 0 (8.0)  (0.1)
0.3 0 0 0 0 0 0.3 0 0.3 0
1.0 0 0 0 0 0 1.0 0 1.0 0
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Impairment (0.2) 0 0 0 0 (0.2) 0 (0.2) 0

losses/(reversals)

recognised in the

Revaluation Reserve

Derecognition - 0.6 0.6 0 0 0 1.2 0 1.2 0

Disposals

Derecognition - 0 0 0 0 0 0 0 0 0

Other

Other movementsin 0.1 0 0 0 0 0.1 0 0.1 0

Depreciation and

Impairment

At 31 March 2012 (11.0) (10.2) (15.2) 0 0 0 (36.4) 0 (36.4) (0.3)

Net Book Value

At 31 March 2012 221.9 6.7 76.7 5.5 0.8 0.7 312.3 4.0 316.3 3.4

At 31 March 2011 237.0 7.3 74.8 5.0 0 2.6 326.7 0 326.7 3.5

5 Defined Benefit Pension Schemes

Note 49 of the Council’s single entity accounts explain the Council’s participation in the Local Government
Pension Scheme. Both the Council’s subsidiaries also participate in this scheme along with a number of the

Council's associates.

The two subsidiaries are members of the Devon County Pension Scheme with the same actuary as the
Council the background to the scheme and scheme assumptions are as outlined in the Council’s note 49.
The reasons for the movement in the net pension liability for the two subsidiaries are similar to Council in
that changes in actuarial assumptions has increased the liability with a corresponding actuarial loss in

reflected in the Group Comprehensive Income and Expenditure Statement.

The following table summarises the net pension liability of the Group:
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Torbay Council

Present value of liabilities:

Fair value of assets in the Local Government Pension Scheme
Surplus/(deficit) in the scheme:

Economic Development Company

Present value of liabilities:

The Fair value of assets in the Local Government Pension
Scheme

Surplus/(deficit) in the scheme:
English Riviera Tourism Company
Present value of liabilities:

Fair value of assets in the Local Government Pension Scheme

Surplus/(deficit) in the scheme:

2010/11 2011/12
£m £m
(272.1) (319.4)
195.5 195.9
(76.6) (123.5)
- (4.1)
- 29
- (1.2)
(0.6) (0.7)
0.5 0.5
(0.1) (0.2)

following table summarises the Group Transactions in the Pension Scheme reflected in the Group

Comprehensive Income and Expenditure Account.

Post Employment Benefits Torbay Council

Comprehensive Income and

EDC

ERTC

Expenditure Statement 2010/11 2011/12 2010/11 201112 2010111 2011/12
Cost of Services: (25.1) 6.0 0.2 0
Financing and Investment Income 5.0 2.4 0 0
and Expenditure
Total Charged to the Surplus or (20.1) 8.4 0.2 0
Deficit on the Provision of Services

0 0.2

Charged to Other Comprehensive (61.5) 46.0
Income and Expenditure
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Post Employment Benefits

Comprehensive Income and
Expenditure Statement

Total Post Employment Benefit
Charged to the Comprehensive
Income and Expenditure
Statement

Torbay Council EDC ERTC
2010/11 2011/12 2010/11 201112 201011  2011/12
(81.6) 54.4 - 1.5 0.2 0.2
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ANNUAL GOVERNANCE STATEMENT 2011/12
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ANNUAL GOVERNANCE STATEMENT FOR THE FINANCIAL YEAR 2011/12
Scope of responsibility

Torbay Council is responsible for ensuring that its business is conducted in accordance with the law
and proper standards, and that public money is safeguarded, properly accounted for and used
economically, efficiently and effectively. Torbay Council also has a duty under the Local Government
Act 1999 to make arrangements to secure continuous improvement in the way in which its functions are
exercised, having regard to a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, the Council is also responsible for putting in place proper
arrangements for the governance of its affairs, facilitating the effective exercise of its functions, which
includes arrangements for the management of risk.

Torbay 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. A
copy of the code is on the Council’s website at The Council's Constitution or can be obtained from
Democratic Services. This statement explains how Torbay Council has complied with the code and also
meets the requirements of regulation 4 (2) of the Accounts and Audit regulations 2003 as amended by
the Accounts and Audit (Amendment) (England) Regulations 2006 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, and culture and values, by which
the authority is directed and controlled and its activities through which it accounts to, engages with and
leads the community. It enables the authority to monitor the achievement of its 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 rather than to eliminate all risk of failure to achieve policies, aims and objectives; it
can, therefore, only provide reasonable and not absolute assurance of effectiveness. The system of
internal control is based on an ongoing process designed to identify and prioritise the risks to the
achievement of Torbay 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 Torbay Council throughout the year ended 31st March
2012 and up to the date of approval of the annual report and statement of accounts.
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The Governance framework

The key elements of Torbay Council's governance framework are summarised below:

(A) Arrangements for identifying and communicating the authority’s vision of its purpose and

intended outcomes for citizens and service users

A Community Plan refreshed in Autumn 2011 sets out the Council’s vision developed jointly
with the Torbay Strategic Partnership which brings together representatives of the public,
voluntary and business sectors

A medium term resource plan which is regularly and updated to support the achievement of the
Council’'s corporate priorities

A transformation programme aimed at reducing costs and improving services and customer
satisfaction

A performance management framework which includes monthly performance reports reported
to the public reporting quarterly covering financial performance, risks, and achievement of key
performance targets and priorities

A programme of consultation with the public through public meeting and other mediums on a
regular basis. Members and officers have also undertaken consultation with stakeholders when
new strategies and policies have been developed

As part of its budget setting process the Council co-ordinates a series of public events to gain
an understanding of the communities views. The Council’s main partners, the Care Trust,
Police, Fire and Rescue and the Voluntary Sector also attend these events so that the local
community has a comprehensive understanding of its local public and voluntary sectors

The Council and the Care Trust, together with the Police and other partners have worked
together to identify the needs of the area, including Health matters, and published a Joint
Strategic Needs Assessment

The Corporate Plan and Business Plans are reviewed annually as part of the Council’'s Annual
Planning Cycle

The Council's Communication Strategy, is communicated to staff, and all stakeholders via
regular internal and external updates using promotional material, the web, the intranet

Torbay Council 2011/12 Statement of Accounts for the year ended 31st March 2012

Community Partnerships where local ward members and stakeholders can discuss concerns
and issues with their constituents

(B) Arrangements for reviewing the authority’s vision and its implications for the authority’s
governance arrangements

The authority has also kept under review other key initiatives such as the actions arising from
the Joint Strategic Needs Assessment for Health and Well Being, development of an Older
Persons Strategy etc. and where appropriate have adapted the priority issues facing the
Council

The authority closely monitors improvements in Children’s Services through the Safeguarding
Improvement Board, has engaged with children and young people who have been through the
safeguarding system and has allocated additional resources where appropriate.
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Regular consultation events were also used to inform the development and review of the
authority’s aims. These have continued to be used to obtain feedback on both service delivery
and proposed plans and developments

The budget setting process includes detailed scrutiny of proposals and their links to the
Council's aims, priorities and stakeholder views, together with equalities impact assessments

Issues identified in the Community Plan are monitored and tracked through the Corporate Plan
and Business Plans and performance against targets is recorded on SPAR and reported
through the scorecard to the appropriate body, the senior management team on a monthly
basis and the Strategic Leadership Board (SLB) and Overview and Scrutiny quarterly

The Council is also very mindful that the staff are also key stakeholders and as such, senior
officers and Members have taken part in road shows. Internal communication approaches have
been reviewed to ensure all staff are aware of all issues and new policies and practices.
Positive working relationship with trades unions through monthly formal meetings and informal
meetings with the Chief Executive (CEX) and consultation where appropriate

(C) Arrangements for measuring the quality of services for users, for ensuring they are

(D)

delivered in accordance with the authority’s objectives and for ensuring that they
represent the best use of resources

Surveys of users in service specific groups are used together with Viewpoint surveys to assess
quality of service and enable policy changes to be made in light of user feedback. All these
surveys and results are publicly accessible on the Council website. In addition the Council also
encourages user involvement in appropriate services areas, examples being Speaking out in
Torbay (SPOT) within the learning disabilities and Torbay Together Involvement group for
consultation groups

The Council records performance information using performance-reporting software ‘Service
Performance and Risk’ (SPAR) and action on areas of poor performance is closely scrutinised,
monthly by the senior leadership team and quarterly by the Senior Leadership Board and
Overview and Scrutiny members. The performance reporting system is based on exceptions
and where performance is identified as a concern, appropriate corrective action will be
considered, scrutinised and monitored

The Council uses a range of benchmarking information, including the Audit Commission
comparative data set and National Health Service (NHS) data. It uses the data to measure
performance against comparators and to identify authorities from whom the Council could learn,
and to identify potential areas of focus for budget reductions

There is also a range of consultation and feedback mechanisms for obtaining feedback from
customers

Equality Impact Assessments (EIAs) are used to ensure that we provide services that meet the

diverse needs of the community. The EIAs are used to enable managers to fully consider the
impact of proposed decisions on the community.

Arrangements for defining and documenting the roles and responsibilities of the
executive, non executive, scrutiny and officer functions, with clear delegation
arrangements and protocols for effective communication

The Constitution sets out how decisions are made and the procedures that are followed to
ensure that these are efficient, transparent and accountable to local people

This includes the publication of a monthly Forward Plan containing all key decisions
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e The Constitution includes Standing Orders, Financial Regulations, Delegated powers, Contract
Procurement rules and the budget and policy framework. These are underpinned by Codes of
Conduct for officers and Members, Gifts and Hospitality rules, local protocols and by the
Authority’s Code of Corporate Governance

e The full Council of 37 elected Members, including the elected Mayor, is responsible for
approving the budget and the policy framework. The Mayor is responsible for decisions within
this framework and has been supported by other Members who oversee and advise on specific
areas

e Matters outside of the budget and policy framework are referred to full Council for decision.
Other matters are considered at full council where recommendations and/or advice are made to
the mayor who normally makes decisions at those meetings.

e A Scrutiny function with the Overview & Scrutiny Board which undertakes a range of reviews
into policies and performance. The Board also has the facility to ‘call-in’ Mayoral decisions or
Officer key decisions and makes recommendations as appropriate. In relation to health and
social care matters, the Health Scrutiny Board holds the council and local NHS organisations to
account

e An Audit Committee is responsible for all internal and external audit matters along with some
other Governance associated matters

e Some regulatory functions remain the responsibility of the Council and most of these are
delegated to a small number of regulatory committees appointed annually by the Council

e All meetings are open to the public but a small number of exempt or confidential matters are
considered in private when the press and public are formally excluded from meetings. It is the
Council’'s objective to keep these private papers to a minimum with confidential and exempt
elements mainly provided in annexes to fuller public reports . This ensures open and
transparent decision making is undertaken at all times. Council officers provide appropriate
advice at the points of consideration and decision, and report to Members on progress and
outcomes of decisions taken

e The Authority has developed a number of Local Protocols (including in relation to Member and
Officer Relations; Planning Matters and the role of the Monitoring Officer), all in line with good
Corporate Governance

e The Council's Standards Committee has a majority of Independent Members (five independent
members, four Torbay councillors and 3 Brixham Town councillors) and is chaired by an
Independent Member. This far exceeds the legal requirement for involvement of Independent
Members and the Committee has been given responsibility for promoting high ethical standards
amongst Members; monitoring the operation of the Members’ Code of Conduct (including
observing performance at public meetings and training members); and dealing with complaints
against Members under the Local Protocols

¢ The Council has an approved organisational structure with job descriptions for all officers and
Members

(E) Arrangements for developing, communicating and embedding codes of conduct, defining
the standards of behaviour for members and staff

e The Council’s intranet contains a range of policies, procedures and guidance for all staff

including Human Resources (HR) policies, Computer Security Policy, Freedom of Information
Policy and Data Protection Policy and the Corporate Plan and Constitution
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e Legislative changes, are monitored and reported to Strategic Leadership Team (SLT) and
communicated to staff as required.

e Corporate induction courses are run on a regular basis. Managers are responsible for local
induction arrangements. Officers in politically restricted posts and those responsible for
negotiating contracts are required to register their personal interests

e Following the local Government elections in May 2011, a comprehensive member induction
programme was put in place

e The Council has a Fraud and Corruption Policy which is reviewed regularly and has been
communicated to all staff and is available on the Council’s Intranet. That has been discussed
and approved by the Council’s Standards Committee

e The Standards Committee’s remit includes the conduct of Members and investigating
complaints in respect of individual Members and is comprised of a majority of independent co-
opted Members. The Standards Committee has an annual work programme to promote and
embed ethical standards and this is reported to the Council

e The Standards Committee’s members also observe Council and other meetings and provide
feedback reports on probity and conduct issues. This has resulted in improvements to the
Constitution, procedures and a coaching programme for individual councillors

(F) Arrangements for reviewing and updating Standing Orders and Financial Regulations, a
scheme of delegation and supporting procedure notes/manuals, which clearly define
how decisions are taken and the processes and controls required to manage risks

e The Council's Constitution is reviewed throughout the year by the Monitoring Officer, Section
151 Officer and Democratic Services Manager in consultation with the Mayor and Group
Leaders to ensure the Council’'s governance arrangements reflect best practice

e Commissioners and Executive Heads are responsible for managing risk within their
departments

¢ The Executive Head Community Safety is responsible for the implementation and monitoring of
the risk management strategy

e The Council completed a detailed review of its Risk Management Policy and Strategy and the
Strategic Risk Register in the current year

e The Council, when considering any matter, will have a risk assessment within the report

e The Council fully recognises the need to continue to manage risks in all projects and, where
appropriate Prince Il and MSP are applied

(G) Ensuring the Authority’s financial management arrangements conform with the
governance arrangements of the CIPFA statement on the role of the Chief Finance
Officer (CFO) in local government.

e The Chief finance Officer (CFO) has direct access to the Chief Executive on all matters and has
direct access to all Members and senior officers of the Council

e The Council follows practices to ensure it makes best use of its resources. The CFO works with
the Commissioners and Executive Heads to identify any financial issues which may require
management action. These are reported to the Overview and Scrutiny Board and Council on a
quarterly basis, regular discussions take place with the Executive Member with responsibility for
finance
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All reports to Members include a section on the resource implications, prior to publication these
implications are cleared by the CFO or one of his senior staff. These reports also cover value
for money and benchmarking implications where appropriate

The full Council approves the Treasury Management Strategy on an annual basis and all
Members are briefed on key financial issues

The CFO has responsibility for ensuring that the Council operates secure and reliable financial
and accounting systems. Devon Audit Partnership undertake the role of auditing these systems
to give the assurance needed

The Council has developed a Medium Term Resource Plan, which is reviewed on an on-going
basis to take into account new information and changing circumstances, this is used to inform
reports to members, detailed in year plans are produced as part of the annual budget process,
these in year plans represent the business units individual business plans through which
financial and operational performance are monitored

(H) Undertaking the core functions of an Audit Committee, as defined in CIPFA’s Audit
Committees — Practical Guidance for Local Authorities

A stand alone Audit Committee was established during 2008-09 and meets on a quarterly basis
where reports from both Internal and External Audit are considered as well as risk and
associated matters

(I) Ensuring compliance with relevant laws and regulations, internal policies and procedures,
and that expenditure is lawful

The system of internal financial control is based on a coherent accounting and budgeting
framework including Financial Regulations, Contract Standing Orders, Scheme of Delegation
and accountability

Medium-term resource plans covering both revenue and capital spend which provides a
framework for the planning and monitoring of resource requirements. These also link in with the
business development proposals which are fed by the Strategic Plan

Operation of the Capital Strategy aims to ensure that investment is linked to Strategic
Objectives. Bids for capital and other asset management funding require an effective 'business
case' linked to Strategic Objectives, and progress in delivering projects is formally monitored by
the Capital Asset Management Team, Councillors and Commissioners’ Management Teams.
Linked in with this is the Asset Management Plan which ensures that assets are only retained
for effective business purposes

Financial stewardship in respect of both capital and revenue is reported to Overview and
Scrutiny and Council quarterly, and is considered regularly by the Strategic Leadership Team.
Management Teams also consider their respective budgets on a regular basis. This is
supported by an established budget monitoring process by managers and Finance staff and the
electronic distribution of budget monitoring reports to all managers

Commissioners and Executive Heads are required to produce an annual statement of Internal
Control for their areas which includes statements about risk and the internal control framework.
This is supported by Internal Audit who help embed risk management by cyclical audits and
other management initiatives

(J) Arrangements for Whistle-blowing and for receiving and investigating complaints from the

public
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(K)

The Fraud & Corruption Policy, Fraud Response Plan and Whistle Blowing Policy were
reviewed and updated in 2008. The Policy is available on the website, intranet and direct from
the Information Governance team. The Authority also subscribes to Public Concern at Work
which provides a staff helpline

The Council has an established phone line that any whistle blowing call can be made to and
which goes directly to the area which has responsibility for dealing with these issues in the first
instance. These are recorded and passed on to the appropriate part of the organisation to
investigate and the outcomes are monitored

The Council has procedures for dealing with customer complaints and provides the means for
customers to feedback concerns or issues. Complaints are analysed and reported back to
Members and Managers along with the actions taken. An Annual Report is produced outlining
the complaints and compliments handled by the Council and Ombudsman during the previous
financial year. This is reported to the Overview & Scrutiny Board. Customer Care standards
have been agreed and published. The complaints procedures are regularly reviewed.

Identifying the development needs of Members and senior officers in relation to their

strategic roles, supported by appropriate training

(L)

A comprehensive induction took place for elected Members following the local elections in May
2011 Dedicated support within the Democratic Services team has been identified to work on the
Council’s approach to member development and the Council was awarded the South West
Charter for Elected Member Development in March 2008 and Charter Plus in 2010. Annual one
to one development sessions with senior officers from the Democratic Services team are
offered to all Members and a Members’ skills framework is used to identify development needs
which in turn inform the annual Members’ development programmes. 35 members have
personal development plans. Corporate training needs for Members are also identified by the
Commissioning Officer Group

The Member Development Strategy seeks to build on the work already undertaken to ensure a
structured approach and that all members, including our co-opted members on Overview and
Scrutiny and Independent Members on the Standards Committee, are supported in their role. It
also ensures that the Members are effective in supporting the Council’s corporate objectives

Strategic roles and development needs are identified and assessed through Senior
Management Forums, annual Results and Development Annual Review (RADARSs) and
Management Team Meetings

The Council has strongly supported staff development, particularly through programmes such
as Institute of Leadership and Management

Arrangements for establishing clear channels of communication with all sections of the
community and other stakeholders, ensuring accountability and encouraging open
consultation

The Council used the Audit Commission stakeholder analysis to improve local relations.
Regular consultation events are held with public and voluntary services plus regular business
forum meetings. Other consultation and feedback surveys are also undertaken throughout the
year including via the refreshed Viewpoint Panel

Torbay Council operates a Call Centre which is based in Torquay and deals with a wide variety
of calls from residents and visitors over an expanding range of issues as more services are
included in those dealt with in the first instance by the centre

All customer contact received via our Call Centre or our Connections offices is documented to
ensure the information is actioned by, or forwarded to, the relevant department, as necessary.
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(M)

The Council also uses its libraries and Tourist Information Centres as initial contact points from
which enquiries can also be dealt with

The Consultation and Engagement framework is available on the website indicating
mechanisms and groups and how the Consultation and Engagement Group effectively
manages engagement with the public and voluntary sector. There are also a number of
Community Partnerships across Torbay and regular newsletters to Viewpoint Panel members.
Councillors have also been encouraged to produce their own means of communication and, for
example a number have created their own websites

A number of community groups have been established to support those members of the
community who can be regarded as "hard to reach", e.g. Black Minority Ethnic groups, Lesbian
Gay Bisexual and Transexual, Faith, Older Persons, Young People and those with Disabilities.
The Council's approach is to support the development of these groups and build their capacity
to make them largely self-sufficient

Incorporating good governance arrangements in respect of partnerships and other group
working as identified by the Audit Commission’s report on the governance of
partnerships, and reflecting these in the authority’s overall governance arrangements

The governance of the Torbay Strategic Partnership was considered and reviewed in 2011 to
ensure its fitness for purpose in delivering the new Community Plan to reflect the changes in
delivery Partnerships. A further review will be undertaken in response to changes in
government policy

The Council's Code of Corporate Governance is available on its website and Local Strategic
Partnership stakeholders are aware of governance arrangements and the link to the council
code and processes. There is a robust Constitution established for the Torbay Strategic
Partnership and for the local Community Partnerships

Appropriate arrangements in respect of service specific partnerships such as the Torbay Care
Trust and the Torbay Coast & Countryside Trust, TOR2 and English Riviera Tourist Company
and Economic Development Company are in place

Review of effectiveness

Torbay Council has responsibility for conducting, at least annually, a review of the effectiveness
of its governance framework including the system of internal control. The review of
effectiveness is informed by the work of the executive managers within the Authority who have
responsibility for the development and maintenance of the governance environment, the Head
of the Devon Audit Partnership’s annual report, and also by comments made by the External
Auditors and other review agencies and inspectorates

Overall responsibility for the governance framework including the system of internal control
rests with the Mayor and Chief Executive and they receive regular reports from the Section 151
Officer on financial issues and the Monitoring Officer on legal issues as and when appropriate.
This includes regular budget monitoring information and the Medium Term Resource Plan

This is supported by an annual review of Internal Audit by the Section 151 Officer which reviews
compliance with the CIPFA Code of Practice and the effectiveness of the audit service. 2011-12
saw the third year of operation of the Devon Audit Partnership which was the amalgamation of
the three Internal Audit functions of Devon County Council, Plymouth City Council and Torbay
Council and has continued during this year. As in previous years the service undertook certain
assurance work on behalf of the Council and to give assurance to the external auditors as part
their audit opinion. The external auditors raised no concerns about the standard of work
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performed by the Devon Audit Partnership. No major issues were identified and the service has
maintained the level of assurance it is able to provide to management

¢ The Council's Constitution is continually reviewed throughout the year by the Monitoring Officer,
Section 151 Officer and Democratic Services Manager in consultation with the Mayor and
Group Leaders and defines the relative responsibilities of the Council, the Mayor, Overview and
Scrutiny and Senior Officers. This also includes the Schemes of Delegation, and also the Officer
Scheme of Delegation

o Torbay operates a mayoral system and has a constitutional working party whereby
improvements and changes to the constitution are made and agreed. All members are inducted
into the importance and processes of good governance and have informal and if required,
formal ways of raising governance issues with the monitoring officer, chief executive, section
151 Officer and the senior leadership team This has been supported by detailed training
programme for new and existing members in the first few months of the new administration

e Since May 2011 elections the new Mayor has chosen to operate a system whereby both full
council decisions (part of the policy framework) and Mayoral decisions are taken at council in
order to further introduce further transparency and public accountability

¢ The Audit Committee and Overview and Scrutiny Board operate to provide assurance and call
the executive to account, through decisions in the forward plan, performance management and
risk and the use of ‘call in’ where appropriate

¢ Risk is embedded in performance management and can therefore be challenged and has
oversight through the Executive, Audit Committee and Overview and Scrutiny Board

e The standards committee continue to be part of the successful operation of the council’s
governance, despite the national system being stood down in the localism bill. Members here
wish to retain it in order to provide a transparent and fair mechanism for members to be called
to account if concerns /complaints are made by officers, the public or other members

e There is also the whistle blowing mechanism which can be used to raise concerns which can
include governance matters. Standards also provide independent feedback to members in their
public duties through observing conduct at Council, and Overview and Scrutiny. This has
allowed members to improve their performance individually and collectively, in addition to the 1-
1s of member performance management

e The Council continues to challenge itself in governance and includes governance ‘days’ for all
members to refocus when required

e The council’s section 151 officer holds regular meetings with the Head of the Devon Audit
Partnership (DAP) with responsibility for Torbay to discuss all on-going and planned work and
any issues which arise. The Head of Internal Audit reports 6 monthly to the Audit Committee
setting out work undertaken and the planned work for the year. This will include reporting on
audits and work undertaken where there are concerns over practice or systems of internal
control and sets out how these will be addressed

Internal Audit
e The Council's Internal Audit Plan, which is risk based, is agreed annually with Commissioners
and the Council’'s Audit Committee. This provides the basis for the review of internal control and
governance within the Council and includes the following: -

o Annual reviews of the Council’s key financial systems by Internal Audit against known
and evolving risks
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Cyclical reviews by Internal Audit of internal controls in operation within each service
area against known and evolving risks based on a detailed risk assessment which
considers the strategic and operational risks identified in the Corporate Risk Register
and Business Plans and also includes consideration of materiality, sensitivity and
previous audit and inspection findings;

Work in relation to the prevention of fraud and corruption and an allowance for the
investigation of any potential irregularities identified either from audit work or through the
Council's whistle-blowing policy.

Advice and support to ensure future safeguards when implementing new systems

Value for Money work in relation to assessing the efficiency, economy and effectiveness
of the Council’s operations and recommending improvements as necessary

The Council also receive reliance from the NHS Internal Audit Confederation over the
controls in operation at Torbay Care Trust. The controls cover the provision of the adult
social services

Achievement of the Audit Plan is reported to the Audit Committee on a twice yearly
basis. This report also includes an opinion and assurance about the system of internal
control throughout the Council

Regular meetings were also held between the Section 151 Officer and a representative
of the Devon Audit Partnership to discuss specific issues that have arisen
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Significant governance Issues

Areas of the Council’'s work where further action is required

Issue

Action Planned

TOR2 - Contract monitoring arrangements —
there were issues that arising from the
examination of systems and controls that warrant
inclusion in the Annual Governance Statement as
follows:

¢ The need to ensure that visibility of
TOR2’s performance is available to
scrutiny by senior Council Officers and
Members via the timely provision of
quarterly and annual reports, and
subsequent challenge via appropriate
meetings

e The need to ensure that proper
governance arrangements of TOR2 are in
place via effective presence at Board level
and subsequent dissemination of
information to relevant Council officers
and Members

Although the information required within the
mentioned reports has been available to the
council it was not presented as per
contractual requirements and contained
within formal quarterly and annual reports.
The annual and first quarterly reports are
now being produced in draft form for
approval with final versions available for the
end of July 2012. These reports will be
presented to the Quarterly Strategic
Partnership meetings held between the
Council and the JVCCo senior management
for approval and sign off

The Council’s representation at Board level
has been reviewed, with representation now
undertaken by a nominated Council
Member with the support of the Council’s
Governance Officer. Regular meetings
between the Board representative and the
Council’s Partnership Manager responsible
for the TOR2 contract now supports
exchange of information

Signed on behalf of Torbay Council:

quae 203




Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

GLOSSARY OF TERMS

A

Actuarial Gains & Losses — For a defined pension scheme, the changes in actuarial deficits or surpluses
that arise because events have not matched previous assumptions and/or actuarial assumptions have
changed.

Agency — Under an agency arrangement the Council acts on behalf of other bodies, so in effect any monies
that flow through the Council’'s accounts under that arrangement are not the Council’s asset or liability.

Amortisation - a term used to refer to the charging of the value of a transaction or asset (usually related to
intangible assets or deferred charges) to the Income and Expenditure Account over a period of time,
reflecting the value to the Council (similar to the depreciation charge for tangible fixed assets).

Amortised Cost — the fair value of a financial instrument valued using the effective interest rate inherent in
the contract.

Area Based Grant — a general government grant that was introduced in 2008/09 replacing a number of
service specific grants and the Local Area Agreement Grant. Area Based Grant was ended as a funding
stream by central government in 2011/12

Assets Held For Sale — a category of property where the property is expected to be sold and is to be
actively marketed so is classified as as a current asset rather than a non current asset.

Assets Under Construction — expenditure incurred to date on an asset that is being constructed and at
balance sheet date is not operational.

Authorised for Issue Date — The date up to which the Council will have included latest information of
financial transactions that would have a significant impact on both the Accounts for the year or on the
readers understanding of the Council’s financial position.

Borrowing - Councils borrow to fund Capital expenditure or for temporary cash flow requirements. The
majority of Council borrowing will be from Central Government by means of the Public Works Loans Board.
Council's are free to use other borrowing options provided they are within the Council's treasury
management arrangements.

Cc

Capital Expenditure - payments made for the acquisition, provision or improvement of assets, which will be
of a long-term value to the Council, e.g., land and buildings.

Capital Adjustment Account - The Capital Adjustment Account represents the capital funding used to
finance capital investment immediately from capital receipts and directly from revenue. It also contains
amounts which in the past were required by statute to be set aside from capital receipts for the repayment of
external loans. The Account is also used to compensate the General Fund Revenue Account for any excess
of charges paid in respect of depreciation of assets over the statutory Minimum Revenue Provision which
Council Taxpayers are required to bear.
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Capital Financing Requirement - The Capital Financing Requirement shows the underlying need to borrow
as a result of capital investment and resources set aside in the year. The CFR was introduced from 1 April
2004 by the Prudential Code for Capital Finance and reflects the movement in the Balance Sheet Accounts
for Fixed Assets, Capital Financing Account, Government Grants Deferred and the Fixed Asset Restatement
Account.

Capital Receipts - money received from the sale of assets or the repayment of grants and loans which is
available for financing future capital expenditure.

Cash & Cash Equivalents — cash, bank balances and short term investments that are held for the primary
purpose of short term cash flow purposes and not for investment purposes.

CIPFA - The Chartered Institute of Public Finance and Accountancy — the accounting institute that helps
regulate and support accountants in the public sector.

Code — The CIPFA Accounting Code of Practice — the guidance for Council’s in producing their IFRS
compliant accounts.

Corporate and Democratic Core — All activities which the Council engage in specifically because they are
elected, multi-purpose authorities.

Current Service Costs (pension) — The increase in the present value of a defined benefit pension
scheme’s costs due to the employee service in the current period.

Current Value — The value that the majority of fixed assets are held at in the Council's balance sheet. This
value reflects the most recent valuation of that asset or pending a valuation the current value is increased by
capital expenditure on that asset.

Curtailment — For a defined benefit pension scheme, an event that reduces the expected years of future
service of employees.

Creditors - amounts owed by the Council for work done, goods received or services rendered but for which
payment had not been made by the end of the year.

D

DCLG - the Department for Communities and Local Government, the central government department
responsible for local government.

DfE — the Department of Education, the central government department responsible for a number of service
including schools. (Formerly the DCSF — Department for Childrens, Schools and Families).

Debtors - sums of money due to the Council but unpaid at the end of the year.

Defined contribution / defined benefit schemes (Pension costs) — There is an important distinction
between defined contribution and defined benefit schemes in terms of pension accounting. The key features
of each scheme are as follows:

Defined contribution:

» employer pays fixed amounts into the scheme and has no obligation to pay further amounts if the
scheme does not have sufficient assets to pay employee benefits

+ accounted for by charging employer contributions to revenue as they become payable

Defined benefit:

* retirement benefits are determined independently of the investments of the scheme and employers
have obligations to make contributions where assets are insufficient to meet employee benefits
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+ accounted for by recognising liabilities as benefits are earned (ie employees work qualifying years of
service), matching them with the organisations attributable share of the scheme’s investments

Depreciation - Amounts set aside from the revenue account which represent the wearing out, consumption
of loss of value of a fixed asset spread over the useful life of the asset.

E

Exceptional Iltems — Events or transactions that fall within the ordinary activities of the Council and need to
be disclosed separately due to their size to give fair presentation of the accounts.

Expected Rate of Return on Pension Assets — The average rate of return, including income but net of
scheme expenses, expected over the remaining life of the pension.

Extraordinary Items — Abnormal material items, which fall outside the ordinary activities of the Council and
which are not expected to recur.

F
Fair Value — the price an asset could be exchanged for in an arm’s length transaction less any grant.

Fair Value through Profit and Loss — A classification of a type of financial asset. The Council’s fund
manager holding as been designated into this category as this holding meets the definition of this type of
financial instrument — |.e. the holding is part of a portfolio of investments managed as a whole.

Finance Lease — A finance lease is a lease that transfers substantially all the risks and rewards of
ownership of an asset to the lessee. Accounting guidance requires that it should be presumed that such a
transfer of risks and rewards occurs if at the inception of a lease the present value of the minimum lease
payments including any initial payment, amounts to substantially all (normally ninety per cent or more) of the
fair value of the leased asset. The present value is calculated by using the interest rate implicit in the

lease.

Financial Instrument — a general term relating to a number of contractual arrangements, such as
investments, borrowing, debtors and creditors, that a Council may incur. Based on this classification there
are a number of additional accounting requirements relating to the fair value of an arrangement which may
be different to the contractual amount due to an assessment of risk or value.

Formula Grant — The general grant awarded to Councils to support their revenue activities that comprises
Revenue Support Grant and redistributed business rates.

Funded Pension Liabilities — These are liabilities relating to pensions due in the future to members of a
pension fund based on the “standard” entitlements within the scheme.

G

Grants — Receipts in Advance — a grant from central government or other body that has conditions that will
require repayment of the grant if not complied with. These grants are not recognised as income until the
conditions are met.

H

Heritage Assets Heritage assets are those assets that are intended to be preserved in trust for future
generations because of their cultural, environmental or historical associations.Heritage assets include
historical buildings, archaeological sites, civic regalia, museum and gallery collections and works of art.

Historical Cost — the historical or original cost of a fixed asset which can be increased by further capital
expenditure on that asset.
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|
Impairment — A reduction in the value of a fixed asset, below its balance sheet value.

Intangible Assets — (notably software) are recognised on the Balance Sheet at their cost of acquisition or
development but only revalued in restricted circumstances.

Interest Costs for Pensions — The expected increase in value for a defined benefit scheme, as it draws
closer to settlement.

Investment Properties — land and buildings held only for the income stream or for capital appreciation.

IFRS - International Financial Reporting Standards. These are the financial “rules” that Council accounts will
have to comply with for reporting periods from 2010/11. These rules should be consistently applied
throughout all bodies throughout the world.

J

Joint Arrangement — An arrangement under which the participants engage in joint activities but do not
create a legal entity because it would not carry on a trade or business of its own.

Joint Committee — a formal committee of local authorities established under the provisions of Local
Government Act 1972 usually for the management of a shared service.

L

Liquid Resources — Current asset investments that are readily disposable by the Council without disrupting
its business.

Local Pay Review — Council are required to evaluate the pay of all staff (except teachers) to ensure equality
of pay for all staff. This is due to be implemented with an effective date of April 2007.

Local Services Support Grant (LSSG) — a new unringfenced grant from central government replacing the
Area Based Grant.

LOBO — A “Lender Option, Borrowing Option” loan. Such a loan has a set rate for a defined period, after
which point, the lender has the option of changing the rate. If that option is actioned the borrower then has
the option to either accept the new rate or repay the loan.

M

Minimum Revenue Provision - The minimum amount which must be charged to a Council’'s revenue
account each year and set aside as provision for repayment of debt as required by the Local Government
Act 2003. For assets funded form unsupported borrowing this must be a “prudent” amount.

N

Net Book Value — The amount at which fixed assets are included in the balance sheet.

Net Debt — The Council’s borrowings less cash investments.

New Homes Bonus Grant — A general grant from 2011/12 that is linked to the growth in the number of
properties available for occupation either from a new home or an empty home brought back into use.

NNDR - National Non Domestic Rates, a national tax collected on a local level formally known as business
rates.

quze 207



Torbay Council
2011/12 Statement of Accounts for the year ended 31% March 2012

Non Current Assets — assets, primarily land and buildings, that have an asset life of over one year and are
not used for trading purposes.

Non Distributed Cost —a category within the Council’s cost of services that represents past service costs
(see below) and other costs that have not been attributed to specific services.

(o)

Operating Lease — An operating lease is a lease other than a finance lease (please see above). The future
obligations relating to operating leases are disclosed to provide the reader with an estimate of the
outstanding undischarged obligations in relation to such leases.

P

Past Service Cost — The increase in the present value of a defined benefit pension scheme, as a result of
improvements to, retirement benefits.

PFI - Private Finance Initiative — A method of using private investment to fund public sector schemes often
supported by central government. The private sector typically builds an asset such as a school and then
charges the Council over a period of typically 25 years to use and pay for the asset.

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.

Prior Period Adjustments — Those material adjustments applicable to prior years arising from changes in
accounting policies or from the correction of fundamental errors. A fundamental error is one that is of such
significance as to destroy the validity of the financial statements.

Precept - A levy made by one statutory body on another to meet the net cost of its services.

Precepting Body — the statutory body that makes a “precept’ on a Council that is responsible for collecting
Council Tax in an area. Town and parish Councils are classified as a Minor Precepting body which means
they precept their tax requirement on the Council who then include that amount in their precept.

Projected unit method (Pensions costs) — an accrued benefits valuation method in which the scheme
liabilities make allowance for projected earnings. An accrued benefits valuation method is a valuation
method in which the scheme liabilities at the valuation date relate to:

» the benefits for pensioners and deferred pensioners (i.e. individuals who have ceased to be active
members but are entitled to benefits payable at a later date) and their dependants, allowing where
appropriate for future increases, and

« the accrued benefits for members in service on the valuation date. The accrued benefits are the benefits for
service up to a given point in time, whether vested rights or not.

Property, Plant & Equipment — a category of non current assets that show the carrying value of the
Council’'s operational assets.

Provisions - amounts set aside for the purposes of providing for any liability or loss which is likely or certain
to be incurred but is uncertain as to the amount or the date on which it will arise, e.g., bad debts.

Prudential Code — The CIPFA Prudential Code for Capital Finance in Local Authorities which is the
guidance applicable from April 2004 for the greater freedom for Councils to borrow to fund capital
investment (under the Local Government Act 2003). This Code requires the Council to set and monitor a
suite of Prudential Indicators, including its Affordable Borrowing Limit, and establish its policy for using the
new freedoms.

PWLB - see Borrowing
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R

Related Party Transaction — Is the transfer of assets or liabilities, or the provision of services to or for a
related party, irrespective of whether a charge is made.

Relative Needs Formula (RNF) - the notional amount of Torbay Council’s “need” for funding that the DCLG
has assessed Torbay Council as required to spend on its revenue activities within a financial year. Central
Government funding from Revenue Support grant and National Non Domestic rates are based on this figure.

REFCUS - Revenue Expenditure Funded from Capital Under Statute. This represents expenditure that
qualifies as capital for the purposes of government controls, but does not result in the acquisition, creation or
enhancement of a tangible fixed asset. As a result the expenditure in this category and related grants or
contributions are reported as revenue income and expenditure.

Retirement Benefits — All forms of consideration given by an employer in exchange for services rendered
by employees that are payable after the completion of employment.

Reserves - available for meeting general, future expenditure, for example, capital expenditure on new
projects or unforeseen occurrences. Reserves may also be used to smooth the cost of certain activities over
a number of years, e.g., crematoria replacement.

Revaluation Reserve - this reserve reflects the accumulated differences in a fixed assets current value
compared to its historical cost. The balance on this account when introduced as at 1% April 2007 was set at
Zero.

Revenue Contribution to Capital Outlay - the financing of capital expenditure directly from revenue or
reserves, rather than from borrowing or other sources.

Revenue Expenditure - expenditure on day-to-day expenses consisting mainly of employees, running
expenses of buildings and equipment and capital financing costs.

Revenue Support Grant — a General Government Grant funded from national taxation to support the
Council’s net expenditure.

S
Scheme Liabilities — Money due on a defined benefit scheme due after the valuation date.

Supported Borrowing — the amount of Council Borrowing towards which the Government provides financial
support through the annual Revenue Support Grant

T
Total cost — the actual cost of services reflects all of the direct, indirect and overhead costs that have been
incurred in providing the service, even where the expenditure is not under the control of the service’s chief
officer.

U

Unfunded Pension Liabilities — these are pension costs arising from additional service awarded by a
Council on a discretionary basis.

Unsupported (or Prudential) Borrowing — any borrowing the Council undertakes that is above and beyond

the level of Supported Borrowing which the Government helps to fund and which therefore the Council has to
fund completely from its own resources.
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Usable Reserves — a heading that reflects the Council’'s reserves that can be used for supporting service
delivery including capital expenditure in the future.
Unusable Reserves — a heading that reflects the Council’s reserves that can not be used for supporting

services. These tend to be the result of notional accounting entries such as those that reflect previous capital
financing, asset revaluations and the pension reserve.
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