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Explanatory Foreword

The Accounts comprise the following statements:

The Report by the Head of Finance and ICT summarises the financial performance of South
Ayrshire Council during the year and highlights any major financial issues.

The Statement of Accounting Policies sets out the basis on which the accounis have been
prepared.

The Consolidated Revenue Account shows the income taised by the Council during the year and
how it was spent on services, financing costs and contributions to er from reserves. The surplus or
deficit is carried to the Consolidated Balance Sheet.

The Notes to the Consolidated Revenue Aceount provide additional information on some costs
and income ineluded within the Consolidated Revenus Account. The Council’s expenditure has
also been analysed in the Departmental Service Expenditure formal. The Council’s trading
accounts’ performance is shown as a note to the Consalidated Revenue Account.

The Council Tax Income Account explains how the council tax income shown for the financtal
vear in the Consolidated Revenue Account is made up.

The Mon Ddomestic Rate Income Account shows the build up of non-domestic rate income, the
contribution to or from the natinnal poal and the vesulting net income for the financial year to the
Council which is shown in the Consolidated Revenue Account.

The Housing Revenue Account shows how income raised in relation to council houses was
utilised during the year. A comparison with budget is made. 'This explains in more detal the eniries
for the Housing Revenue Account shown in the Consolidated Revenue Account. The surplus or
deficit is carried to the Consolidated Balance Sheet.

The Censclidated Balance Sheet brings together all the assets and liabilities of the Council’s
General Fund, Housing Revenve Account and Loans Fund, & is the statement of the resources of
the Couricil and the means by which they have been financed. It is also a report on the Council’s
financial position at one particular point in time, a snapshot of its financial affairs at the close of the
vear expressed in accounting terms.

The Notes (o the Cousolidaied Balauce Sheet give further information on the make up of certan

assets and liabilities.

The Statement of Total Movement on Reserves gives details of the balances on cach reserve at
the start of the financial year, movements during the financial year by source and the balance at the
end of the financial year as shown in the Consolidated Balance Sheet.

The Cash Hlow Statement summarises the inflows and outflows of cash arising from the
transactions with third parties on both day to day revenue transactions and expenditure on capital |

activities.

The Staternent of Sundry Accounts summarises the financial performance of Trust and Other
Funds administered by the Ceouncil.
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The Commen Geod Funds are used for the benefit of specific communitizs and the siatement
provides a summary of the [nanciul status of the funds sduindstered by the Couneil,

The Capital Acconnt shows the major areas of expenditure and the sources of financing.

The Statement of Responsibilities for the Statement of Acconnts sets out the respective
responsibilities of the authority and the Head of Finance and ICT, as the Council’s Section 93
Officer, for the accounts.

The Statement on the System of Internai Financial Conirol sets out the framewerk within which
financial contrel is managed and reviewed and the main components of the system, including the
arrangements for internal audit, The statement reports on significant identified weaknesses and the
action undertaken to rectify these.
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Report by the Head of Finance and 1CT

Introduction

The neeonnts of South Ayrshire Council are set owt in the following pages, and incorporate
statistical and other information required by the Code of Practice on Local Authotity
Accounting,

The Couneil’s financial position

a) General Fund

The Consolidated Revenue Account (page 9) summarises the income apd expenditure on the
Council’s services and shows a General Fund surplus of £2.025m for the year. Adding the
surplus brought forward from 2003/04 of £4.040m resulted in a cunlative surpius of
£6.065m at 31° March 2005. It should be noted, however, that £4.358m of this balance has
been committed to fund service expenditure in 2005/06 as detailed in note 13 to the
Consolidated Balance Sheet. This leaves an uncommitied year-end General Fund balance of
£1.5G7m.

Budget performance 2004/05

The original 2004/05 budget assumed the use of an accumulated surplus brought
forward from 2003/04 of £1.179m. The actual surplus of £4.040m enabled
additional service expenditure of £2.861m beyond the budget assumption to be
planned.

The main factors contributing o the accurnulated surplus at 31% March 2005 of
£6.065m are:-

Contingency fund balance - the additional 2003/04 surplus was initally added 1o the
Council’s planned 2004/05 contingency fund within Miscellanecus Services of
£0.250m, resulting in & contingency fund of £3.111m for 2004/, Net additional
confributions to the fund of £0.513m were approved during the year, leaving a
balance of £3.624m at 31% March 2005.

Additional council tax collected of £0.164m.

Departmental under-spends totalling £2.666m, as show in the table below,

Ll
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Budger Actual Overs (Under) )
20084795 2064/65 Spend
£006 £°660 £'008
| Chief Exceutive’s Department B 4,004 3,397 (627) |
Development, Safety & Regulation L 25,042 24372 GEi
| Education, Culture & Tifelong Learning 89.674 $8.794 {5805 :
I Envirenment and Infrastructure 32,867 ¢ 32.844 (1233
| Social Work, Housing & Health 453551 44,989 (365)
 Departmental Expenditure 197,062 194,396 {2,666
Miscellanecus Services, Debt Charges, Pension (2,245 (5,493) (3,248}
Costs e |
Tatal Expenditure to be Fanded 194,817 158,903 (5,514 |
Revenue Support Grant/ Non-Domestic Raie [ (143.704) | (145,704) ; 0
Income : |
Council Tax/ Community Charge Income (45,073) | {45.224) ¢ 151y |
Funding (190,777) | (190,928) (151)
(Surplus)/ Deficit for Year 4,040 (2,025) {6,065} |
' {Surplus)/ Deficit Brought Forward . (4.040) (4,040} :
{ Balance at 31" March 2083 0] (6,065 |

The Council’s expenditure has been analysed withio the Consolidated Revenue
Account on page 9 to show the Best Value Service Dxpenditure Analysis in order to
comply with the requirements of the Best Valwe Accounting Code of Practice. The
departmental analvsis is also shown on page 14 as a note to the Consolidated

Revenue Account.

b} Heusing Revenue Aceount .

A summary of the housing revenue account income and expenditure is shown on page 22.
Income of £21.194m exceeded expenditure of £18.863m, giving a surplus for the year of
£2.321m. The surplus for the year requires to he added to the aceumuiared surplus as at 31
March 2004 of £6.102m giving an accumulated balance being carried forward to 2005/06 of
£8.433m. The main reasen for the surplus is lower than budgeted repairs and maintenance
costs, central support costs and debt financing costs. Members have already agreed thal
£0.550m of this accumulated swplus sheould continue 10 be beid in reserve for weather
emmergencies and that £0.581m be used to fund capilal and revenue expenditwre in furure
vears. This leaves an uncommitted balance of £7.302m.

¢) Repair & Renewals fund

Local authorities are empowered, under Schedule 3 of the Lecal Government {Scotland) Act
1975, to establish a Repair & Renewals fund. Scuth Ayrshire Council’s Repair & Renewals
fund is used to finance expenditure incurred in repairing, maintaining, replacing and
renewing fixed assets:. Movements in the fund during 2004/03 are explained in the
appropriate notes o the consolidared balance sheel.
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d) Insurance fund

Local awthorities are empowered, under Schedule 3 of the Local Government {Scotland) Act
1975, to establish an Insurance fund. Such a fund may be used to defray any logs wiere an
authority ceuld have insured against a loss but have not done so and for paying premiums oo
an insurance policy, Movements in South Ayrshire Council's fund during 2004/05 are
explained in the appropriate notes to the consolidated balance sheet.

Trading accounts

The Locai Government in Scotland Act 2003 repeals (e fonner COT leglslation and now
requires councils to maititain statutory trading accounts for ‘significant trading operations’.
These trading accounts require to break even over a three year rolling period. The council
has reviewed the puidanee provided hy CIPFA and has agreed to maintain statutory trading
accounts for seven council services. Details of the performance of these seven services can
be found in Note 14 to the Consolidated Revenue Account.

Council tax and non-domestic rates income account -

Details of amounts received and collected in terms of the above items are shown on pages
18 to 21, together with details of rateable values/ numbers of proparties for non-domsslic
properties. Details of the number of dwellings in each band and information on discounts,
exempiions and relicfs are previded.

Cash flow statement

This statement, on page 34, summarises the Council’s revenue and capital transactions on a
vash basis, and reflects the movenient in cush and cash eguivaleuls.

Capital expenditure
Details of capital expenditure are shown on page 41,

The Council borrowed money within the parameters of the Prudential Code to fund capital
expenditure.

Intreduction of the Euro

As at 31 March 2003 the Council had incurred no expenditure and had made nc
commiiments in respect of costs associated with the introduction of the Eure. Prior to any
entry into full Euro trading, a significant review of all systems will require to be undertaken,

Eileen Howat BS¢, CPFA
Head of Finance and ICT
28 Movember 2008
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Statement of Accounting Policies

General - the abstract has beer prepared taking into account the Code of Practice on Local
Authority Accounting for Great Britain, and applyving gencrally accopted accounting

principles.

Reserves - details of all reserve funds are shown in the Statement of Total Movement in
Reserves.

Fixed ussets - in accordance with the Code of Practice, the following bases of valuation
have boen used:
® Operatinnal  (specialised) properties are valied on the bagic of depreciated

replacement cost (DRC)

. Operational (non-sperialised) properties are valued on the basis of the open market
value in existing vse. SMVEU/ EUV)

° Non-operational properties are valued on the hasis of open market value (OMVMY)
L Local authority housing stock is valued on the basis of net realisable value {NRV)

. Infrastructure assets are valued at historical cost

® Community assets are valued at historical cost

° Vehicies are valued on the basis of nef realisable value (NEV)

Housing stock, land and property are revalued on a five yvear rolling programme. The last
five year rowvaloation programmie was completed as at 31 March 2001, The valuations
shown in these accounts reflect the fourth year of the latest five vear programine.

Property valuations are carried out by the Esiates Manager, Mr Malcolm MacAskill, FRICS.

Capital financing and redemprion of debi - receipts from the sale of assets, eto, are used to
fund capital expenditure, and the balance is financed by advances from the Council’s loans
fund. Interest has been caloulated and allocated to revenuc accounts in accordance with the
Local Aathority (Scotland) Accounts Advisory Committee Guidance Note Na 2, and has
veen acerued, where appropriate, The Council rationalised all loans fund repayments on an
annuity basts with effect from 1996/97.

Debi restructuring - the Council in recent vears has taken advantage of lower inierest rates
to restructure its loan debt. As a result of this exercise premiums have been incured and
discounts received, these will be charged 1o the Council’s loans fund over the perivd ol ths

new loans.

frvestments - investments in local companies are recorded at the lower of cost or net
realisable value.

Stocks - stocks are valued on either & weighted average price basis {computerised stock), or
a “lirst-lu-fust-pul” (FIFO) basia,
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Werk in progress — Yaluaton has been made at cest plus an appropriaic proportion of
overheads, together with atiributable profits and allowances for foresesable losses.

Pebtars and creditors - revenue and capital accounts have been prepared on an incone and
expenditure basis, and all known marerial debior and creditor items have been brought inte
account,

Governmeri granis - oranis and subsichies have been matched with the expenditure to which
they relate. Accruals have been made at 31 March 2005 in the appropriate revenue und
capital accounts.

Central support service costs - costs have been allocated to the revenue and capital aceounts
of the authority largely on the basis of time spent by staff, Office accommodation has been
allocated on the basis of floor area cccupted. Tn accordance with the Accounting Code of
Practice, corporate and direct services have been differentiated.

Operating {eases - anmual rentals under operating leases are charged to revenue when
payable,

Covenant scheme — certain assets have been funded by means of a 21 year covenant.
fterest on the repayments has been charged to revenue and the remaining indebtedness in
respect of the covenant is recorded in the balance sheet as a deferred liability.

Provisions - the Council has made provision based on past experience, for the loss of local
tax income arising from bad and doubtful debts and for successful valuation appesls.
Provision has also been mads for bad and doubtful debts for ail other items of income and
potential insurance liabilitiss in respect of the former Strathelvde Regional Councii,

Intangible assets — private sector housing grants are charged to the service revenue account
in the vear they are incurred. (A corresponding adjusiment is made through the capital
financing reserve to ensure no net impact on Council tax.) Loan premiums are 1zleased to
revenue over the pariod of the replacement loans,

Pensions —

a} Local government pension scheme - the Counneil is & recognised ‘employing authority’
within the meaning of the Local Government Superannuation (Secotland) Regulations, and
transfers sums collecied from emplovee members and emplover’s contributions to Glasgow
City Couneil, which is the administering authotity., Lhe contributions are determined by a
qualified actuary on the basis of triennial valuations using the “projected acerued benefit
method. The scheme is a defined benefit scheme providing pension benefits and life
assurance for all permanent staff and has been accounted for in accordance with the
tequirements of Financiol Reporring Standard 17, Retirement Benefits (“FRS 177

The defined benefits pension scheme’s assets are included at market value. The expected
return on the scheme’s assets is included within net operating expenditure. In assessing
fabilities for retirement benefit’s at 31% March 2004 fur the 2003/04 statement of accounts
the actuary was required kv the SORP to use a discount rate of 3.5% real (6.1% actual). For
the 2004/03 staement of accounts g rale based on the current rate of tetum oo a high qualivy
corporate bond of equivalent currency and term to scheme liabilities is 10 be used. The
actuary has advised that a rate of 3.5% real (6.5% actual) is appropriate. The increast in the
present value of the liabilities of the scheme expectsd to arise from emplovee service in the
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period is charged fo service revenue accounts in the year. An appropriation is made to/from
the pension reserve su il the amount (© be et fiom gevernment grant and Iocal iaxpayers
excludes amounts refating 1o pension costs and retarns,

b) Teachers pension scheme - teachers emploved by the Council are members of the
Teachers Superamnuation Scheme, administered by the Scottish Public Pension Agency. &t
provides ieachers with defined benefits upon their retirement, and the Couneil contributes
towards the costs by making contributions based on a percentage of members’ pensicnable
salartes. The scheme is not able to identify each individual body's share of the underlying
liabilities on a consistent and reasonable basis and as such this is accounted for as if it were
a defined contribution scheme with service revenue accounts charged with contributions
pavable ity year by the Canneil.

Capitaf charges - revenue accounts are charged for the use of fixed assets by way of a
capital charge or asset rental. The charge is made up of interest, at a prescribed rate of 3.5%
for assets carricd at current value and 4.8% for assets carried at histeric cost, and if
appropriaie an element of depreciation.

Acernals — Transactione have been recorded on an aceruals basis, whereby sums duc to ur
from the Council during the vear are included whether or not the cash has actually beer
received or paid in the year with provision being made on an actual or estimated basis for
debtors and creditors as at 31 March 2003,

Depreciation - no depreciation has been charged on Jand, non-operational essets and
community assets,

Infrastructure asseis have been depreciated using the straight-line method over 40 Vears,

All other assets have been depreciated using the straight-line method over the remaining
useful life of the asset. Technical officers within the owning depariments determing the
usefil {ives of non-property assets. The Estates Manager deterrnines the useful lives of
property assets.

Depreciation is previded on vehicles on the ‘straipht-line’ basis at a rate bazed on the
estimated remnaining useful life of eacl vehicle.

Tmpairment of fixed assets - Where any category of fixed asset suffers an impaimment loss
in any financial period. this loss is recognised and charged as accclerated depreciation in
that peried,
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Consolidated Revenue Account
Vear ended 31 March 2005

2003/04 net Service 200405 200405 2004/43 ner
expendiiure £ross gross expenditure
expenditure income
£'964 £'000 £006 £1000
77.280 Education Services §6,900 12.562 84,338
(1,557) Housing Revemie Account {note 12) 15,000 21,195 (2,18%)
2,830 General Fund Housing 33,553 37,085 1,470
42 415 Social Work Services 64,936 19.410 45,526
14,937 Cultare and Related Services 17,933 5,951 11,982
11,388 Environmental Services 17,062 5,145 11,917
13,727 Roads and Transport Services 18,916 4,461 14,455
2,536 Planning and Development Services 5,656 2,811 2,845
3,819 { Corporate and Democratic Core 3,901 226 3,735
081 Non Distributed Costs 1,307 ¢ 1,307
2.618 Other Central Services to the Public 25,851 21,536 4,312
179,974 Net Cost of Services 365,083 125,383 179,698
14,186 Precepts and Levies 15,015 0 15,015
2,028 Asset Management Revenue Account 4698 q 4678
(note 4) . ’
{1,264) Trading Services (note 14) 38,150 38,802 (652)
{543) Interest and Investment Income 0 712 (712
Pension Intercst Cost and Expected :
1831 Return on Pension Assets 4401 16,610 (2,209)
187,212 Net Operating Expenditure 377,277 181,509 195,768
' ‘i;533 Coniribution w/(from) HRA balances 2331
{(notel2)}
(1,137) gontri_bution to/(from) Pensions (146)
CHErve
Contribution to/(from) Repairs &
0 Renewals Fund i (1,100)
3] Contribution to/{from) Insurance Fund 417
Contributions to/(from) Capital
(3,768 T o A (note 5 {8,367}
Lgrantall el Iy Cd:
(99.159) Revenue Support Grant (103,819}
(8.203) Non Domestic Rate Income from Pool (7,716)
(31,761) Non Domestic Rate Income Collected {34,169)
(42 788) Counncii Tax Income (452173
(i1 ‘
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Netes to Consolidated Revenue Account:

1. Section 5 - Local Government (Scotland) Act 1986 - Publieity Account - expendinure on
publicity and advertising amounted to £0.477m as follows:

2003404 2004/05
£2900 L £600
40 | Recruitment : 28 i
250 i Publicity of Services 393 ¢
47 | Publicity of Events 18
20 | Other 38
357 Total #1

2. Pension costs - the Council contributes to twe pension schomes:

L.ocal Government Superannuation (Scotland) Scheme - The Council subseribes to the
Strathciyde Pension Fund, a funded defined benefiis scheme. The schems is supported by
contributions from hoth emplover and employee. The Council’s contribution to the Fund is
expressed as a percentage of the employees” contributions and for 2004/05 was set at 240%.
During 2004/03 the Council made smplovers” contributions of £7.815m (2003/04 £7.670m).
The increxse in contributions arises mainly from the werease in lovels fom 230% w 240%.
In accordance with Financial Reporting Standard 17 “Retirement Benefits™ (FR517), the
£7.81 5 contribution mects the obiigation on the Council for the vear to 31 March 2005,

The employer’s contribution rate is determined by the Fund’s Actuary based upon triennial
actuarial valuations which determine whether emplovers are contributing sufficientlv to
maintain the Fund’s solvency, the most recent valuation being carried out as at 31 March
2003, The empioyer’s contribution will increase 1o 230% in 26035/06,

In accordance with FRS17 “Retirement Benefits™ the Council is required to disclose certain
informafion concerning assets, liahilittes, income and expenditure related to pension
schemes for jts employees. Expenditure and income included in the Consolidated Revenus
Account for 2004/05 15 as follows:

2003/04 2004/063
£000 ) £'900 |
] ! Amount Charged to Revenue
7.802 | Current service conts 11,132
32 | Past service costs 76
3 | Curtailment and settlements i 483
7,837 | Total Operating Charge B 11,691
Amount Credited to Revenue
14,221 | Expected return on employers assets 17,539
{16,052} | Interest ot pension Liabilities 1 L15,330)
| (1,831) | Net Return 3209
9,668 | Net Revenue Account Cost 1,482

Further details of the implications of FRSI7 on the Consolidated Balance Sheet and
Movement in Reserves ace provided in notes to those sections of the accounts.

10
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Scottish Teachers’ Pension Schemp — the teachers’ pension scheme is administered
directly by the Seollish Executive. During 2004/05 the employer’s contribution was set at
208% of the employees’. The Council paid £4.672m (2003/04 £3.5364m) for employer’s
contributions to the Scotiish Executive.

External andit fees - in 2004/05 South Avrshire Council inewmred the following fees
relating to external audit and inspection services from the appointed audrior:

200304 2004/05
£2000 . £6066
168 | Agreed audit fee 194
75 | Notified fixed charge elemeant 38
243 | Total 282

Asset Management Revenne Accomnt - the Code of Practice for Local Awthority
Accounting requires that sorvices ove charged with an aseet rental or “capital charge’, whizh
is based upon the current value of the asset rather than the historical financing cost. This
account reflects the difference between the capital charges made in service accounts and the

cost of financing those assets.

200344 Asset Management Revenue Account 200465
£008 £'000

{13,317) Capiral charges . (13,436)

(1,365) Deferred grants account (1,773

19302 | Depreciation ) 12,092

7,304 Interect 7634

114 Iixpenses 110

2,628 Transfer to Consolidated Revenue Acconnt 4,628

Contributions to Capital Financing Account - this consists of the difference between the
principal repayment of capital to the loans fund not included in departmental revenue
accounts and the depreciation charged (£9.463m), the coniribution from the deferred
government grant account (£1,772m), and the payment of improvement grants (£0.676m).

2003764 Contributions to Capital Financing Accounf 200405
L0086 £068
(6,748) | Excess of principal over depreciation (9,463)
1,365 | Deferred government grant account 1,772
(385) Improvement grants (676}
{5,768} Transfer io revenue account (8,367)

Agency Income - Scotiish Water - The Council received £0.290m from Scottish Water as
an agency fee in respect of water and sewerage charges coilected on their behall by the
Conncil.
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7. Officers’ Exoluments — The number of employees whose remuneration, excluding psnsion
contributions, was £40.000 or more in bands of £1G,000 were:

200304 Remunerationn Band 2064/05
No of No of
Officers Officers
101 | £40.000 - £49,999 151
25 | £50.000 - £39,999 14 |
4 | £60,000 - £69,999 17
1| £70,000 - £79,999 : 0;
3 | £80,000 - £89,999 3
21 £90,000 - £99,999 3
1| £100,000 - £105,999 1
137 | Total 189
8. Summary of Members’ allowances paid in the year
200304 2084/805
£000 £006
190 | Members allowances 201
174 | Spceial rosponsibility allowance 121
19 | Travel and subsistence 20
1! Fares atc - 1
8 | Telephone expenses 7
5 | Conference and accommeodation expenses i
397 | Total 424
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Local Authorities (Gooeds and Services) Act 1976

The I.ocal Authority (Goods and Services) Act 1970 allows the Council o enter inio
agreements with other public bodies to provide goods and services.

The main activities in 2004/05 were:

200304 2004703
£000 | £1000
i Chief Executive’s Department
201 | - Administrative service 183
155 | - Training 175
Development, Safety & Regulation
260 | - Project work 230
166 | - Administrative services 198
Education, Culture & Lifelong Learning
14 | - Administrative services 17
Eavironment anid Infrastructure
651 | - Roads maintenance £2
209 | - Repairs 261
310 | - Catering 511
692 | - Cleaning | ) 15]
0 | - Recycling _ 2,329
76 | - Leisure projecis 45
Social Work, Housing & Health
N 26 | - Criminal justice 38
35 -Fieldwork =~ - L
30 | - Community charge 62
2,831 | Total 4,288
Leaging

Operating lease expenditure during 2004/05 amounted to rental of £1.891m (2003/04 -
£1.863m).

The guthority was commitied at 31% March 2005 to malking payments of £1.876m under
operating leases in 2005/06, conprising the following elements:

Vehicles, Plant
& Eguipment
£060
Leases expiring i 2005/06 308
Leases expiring belween 2006/07 and 2609/16 | 1,529
Leases expiring after 2009/10 ; 39
Total 1,876
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Related Party Tramsactions

Ceniral Government has effective contro} over the general operations of the Council,
providing the statutery framework within which the Council operates and alse providing the
majority of funding in the form of granis as shown below:

2003/04 Central Governmeni Grants b 2004005
£000 ! L0968
99,155 | Rovenue support grant 103,819
8,203 | Non-domestic rate income i 7,716
6,208 | Council tax benefit subsidy : 7,099
19,907 | Housing benefit subsidy 21,652
10,901 | Specific prants | 12,621
14,593 : Other governmeut grants 1 NAT

1 addition the Council received grants from other public bodies in 2004/03 as follows:

200304 Other Public Bodies 200405
£060 £000

54 | European Regional Development Fund 181

5,308 | Ayrshire and Arran Health Board 5,901
431 | infrastructure 125

839 | Schoot Buildings Improvement Fund 1.756

175 | Energy Efficiency Savings 150

582 | Other Grants 913

Dhring the vear iransactions with related comparies and partics arose as follows:

280304 Contributions to Organisations ( 2064/05

£000 | 5 £090

343 | North Ayr and Girvan Social Tnctusion | 302
Partnerships :

142 | Avrshire and Arran Tourist Board | 142

HRA Surplus

The surplus shown on the Housing Revenue Account disfers fom that shown in the ‘net
cost of services' section of the Consolidated Revenue Account due to the reporting
requirements of FRS17 “Accounting for Retirement Benefits”. The overail TRA surplus
remaing unaffected.

Bepartmental Service Expenditure Analysis

The Consolidated Revenue Account on page 9 has been prepared in accordance with the
Best Value Accnunting Coda of Practice. I order to focus on managerial accountability
and to enhance clarity of understanding the Censolidated Revenue Account has been

represented befow based on the Council’s management structure:
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2003/04 nat | Service 2004705 gross | 2004/05 gross 20064705 net
expendinure axpenditire fnceme expenditire
£000 L059 £ £7006
5,470 | Chief Executive’s Department 43614 40217 3.307
22,139 | Development, Safety & Regulation 39,543 15,171 24,372
83,773 } Education, Culiure & Lifelong Learring a8 TRY 5,988 88.794
31,443 | Environment and infrastructuce 169,250 76,406 32,844
41,5001 Social Work, Housing & Healih 67,048 22,059 44,989
{1,557)  Housing Revenue Account 19,006 21,1935 (2,189}
1,124 { Miscellaneous Services 2454 600 1,854
183,896 | Net Cost of Services 379,697 185,636 194,661
2,028 | Assct Management Revenue Account 4,628 0 4,628
(543} | Interest and Invesiment income G 712 (7123
1,831 | Pension Interest Cost and Expected 14,401 16,610 (2,209}
Return on Pengion Asseis .
187.212 | Net Operating Expenditure 398,726 202,958 195,768
1,533 | Contribution to/(from) IIRA balances 2,331
{1,137) | Conwibution 1o/(from) Pensions Reserve {146}
0 i Contribtiion tof(from) Repairs & (1,100}
Renewals Fund
0| Contribution to/(from) Insurance Fund 417
{5,768) | Contributions tof{from) Capital Financing (8,367}
Account )
1,840 Am¢ wn 10 soveriment R
RTINS ind fol avers » i e
(99,159) | Revenue Support Grant {103,219)
(¥,203) | Nen Domestic Rate Income from Pool {7,716}
(31,761) | Non Domestic Rate Income Collected {34,169)
{42,788} | Counci! Tax Income {45217
(1131 Community Charge Income (7
. (181,933) receivad from governmen (190,928
{3,958} | (Surplus)/deficit brought forward (4,046
4,040 {(Surplusy/deficit carried forwird: 47 : |

Trading Services

The Local Government in Scotland Act 2003 inftroduced a staintory duty of Best Value op
local authorities in Seotland with effect from April 2003, As part of the package of reforms
within the Act, the legislation governing compulsory competitive tendering {CCT) was
repealed. The repeal of CCT legislation removed e requirement 10 achiove a prescribed
annual financial objective for defined local authority services #nd replaced it with the
requirement to identify and report the results of "significant rrading operations”.

The Council has reviewed its actjvities and concluded that statutory trading aceounts should
be maintained for seven services, as shown in the undernoted table. The Department of
Environment, Land and Property cperate all of these Lrading services.
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Abstract of Accounis 2004/03

; (Surplus)/ ‘ Trading Service Expenditure | Income ESurplus)/ W‘
i Deficit 2004/05 | 2004/05 Deficit
2003/04 2004/05
L7004 LG £°000 L7004
() | {611) | Building works 16,628 16,716 {(58) :
(ii) (130) - Catering ] 3,364 | 3,736 (172)
{11} (48} | Building cleaning 2,524 2,624 {100}
L (v) (97) | Golf courses 2,035 2.262 {227}
Ev) {241} ' Grounds maintenance 3,442 5,432 14
(¥ (85} | Leisure 3,334 3,337 (3)
(Vi) (52) | Roads 4623 4,695 (72)
(1,264) | Total Trading 38,0501 38807 {632)

{H

(i)

(i)

()

(¥}

Building works

Building works employs 216 tradesmen and general labourers. Operalione are based at two
depots — Green Street Lane, Avr and Bridge Street, Girvan, with a 24 hour emergency
service provided 363 days a vear. Workload consists of maintenance of the council’s 9,009
houses and around 200 other buildings. During the year Building works carred out
approximately 49,500 repairs to the housing stock.  Approximately 700 South Ayrshire
Homes properties are also maintained by this division.

Catering

The catering division employs 265 staff. Meals are supplied to secondary and primary
schools, lunch c¢lubs, community centres and to Social Work residential homes. Catering is
also provided at staff canteens and for civic functions. The division is increasingly involved
in heakth initiatives promoted by the Scottish Executive including ‘Hungry Tor Suecess’,
breakfast clubs and the issue of free fruitl at schools.

Bailding cleaning

The Building cleaning operation emplovs 496 stafl across the council area, Fach of the
council’s 200 properties, comprising schools, Social Work homes, librarics, sports and
activity centres and office accommodation, are cleaned by staff from this division.

Golf courses

The division emplovs 24 staff including seasonal workers to operate the 8 golf courses
owned by South Ayrshire Council (3 in Ayr; 3 in Troon; 1in Girvan; and 1 in Mayhnis)
South Ayrshire is world renowned for golf and the council-owned courses attract many
tourists and visitors to the area sach vear.

(Grounds maintenance
Grounds maintenance employs 102 operatives and handles a wide range of grounds related

work ineluding the maintenance of the vouncil’e parks, golf courses, cemeteries, bowling
greens, sports pilches and other open spacss.
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Abstract of Aceonnts 2004/05

Leisurc

Leisure services employs 103 full-time and part-time staff on a wide range of leisure, sport
and physical activities throughour South Ayrshire. Staffing levels are further increased with
seasonal emplovees. The council operates 7 activity centres and 3 swimming pools as well
as providing community outreach programmes, children’s holiday programmes, gymnasia
and after school care cliubs. Leisure Services are committed to sports development in South
Avrshire, particularly in swimiming, mgby and football. Reduced cost acoess to facilities is
available through the council’s ieisure card.

Roads

Roads maintenance operstions employ approximately 46 manual operatives baged ai 2
depots in Coylton and Girvan, The depariment has competed for and undertaken & number
of roads maintenance contracts in competition with private sector contraciors. A wide range
of routine and cyclical works are alse carried out inchiding pothole repaiss, gully emptying,
drainage work and gritting operations.
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Callection of Council Tax, Rates and Communify Charge

Council tax income account

200304 2004/05
£000 £'00¢
49,571 | Gross charge - 52,541
(1,116) | Peduct:  Trxemptions {1,260)
(63) Disabled relief (68)
{4,403) Discouits (4,848}
43,929 | Net council tax 46,363
{6,572) | Deduct: Rebates (7,081}
6,268 Less government grants 7.122
13 Other items . 13
(1.314} | Provision for bad debis (1,1%3)
286 | Gain)loss on benefits to be ransferred to (493
Miscellaneous Services
(89} | Gront on elaimant error fransferred to cost of {€2)
collection
42,521 | In vear council tax income 45,085
267 | Prior year adjustiments 132
42,788 | Totai council tax jncome 45,217

Council tax income - Council tax is based on the value of a domestic property, together
with & personal element which takes into account the number and circumstances of that

property’s accupants,

Each property is placed in one of 8 valuation bands (A to H) in accordance with their value
as at 1 April 1993, The Council tax charge levied for each property is calenlated in
proportion to the Council tax charge for a Band D property by applving fractions. A
discount of 25 per cent on the Council tax charge is made where there are fewer than 2
residents of a property. Discounts of 50 per cent are made for tnocecupied property. Persons
in defention, students, mentally handicapped people, ¢te, are disregarded for council tax
purposes. Reductions in Council tax payable are also granted for disabled people.

The valuation bands, and the fractions used in caleulating the Council tax payeble for each
valuaticn band. are set out below:

Valuation band Property valuation renge Fractions
A £0 - £27,000 6/9
B £27.001 - £35.000 7/G
C £35,001 - £45,000 4 8/9
D £45,001 - £58.000 39
E ~ £38,001 - £80,000 11/9
F £80,001 - £105,000 13/9
G £106,001 - £212. 006 15/9
H Qver £212,000 18/9

18



Abstract of Accounts 2004/88

2, Caleulation of the council tax charge base 2004/65

FValuation band ,
Coancil tax band A4 B c b E ¥ G ] Taial
Total number of 75651 12,447 §.164 7,560 %,855 4,219 2,632 219 1 31,401
properiies
Less exemptions/ 31t 261 152 84 74 33 24 4 943
deductions
Eess adjustment for 834 [ 1,233 745 390 548 267 97 6 4368
single discount
Zesy adjustment for 98 124 93 25 78 33 23 7 S41t
double discouni
Effective number of 6,162 | 10,829 7,174 6.395 81531 3946 2,488 202 | 45,551
properties ' ;
Band D equivalent 6/9 7/0 8/9 9/9 1149 13/9 15/9 18/9
factor (ratio)
Band D equivalent 4,108 | 8423 6,377 | 6595 9967 5700 4,147 404 | 45,721
number of properties
Class 17 & 24 13 13
Dweilings
Total 4,108 8,423 6,377 6,608 9.967 5,700 4,147 404 | 45,734
Less provision {or non- 1,372
coliection 3 per cent
Conncil tax base 2004/05 .
fequivalent fo ¢ Band D Conncil tax of £1,012.28)
3 Council tax properties and council itax charges
Valuation | Number of | Total council {ax
band chargeable charge
properties £
A 6,162 674.80
B 10,829 787.27
C 7,174 899,73
D 6,608 1,012.20
E 8.155 1.237.13
F 3,846 1,462.07
G 2,488 1,687.00
H 202 2,024.40
Total 45,564
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Non-domesiic rate income account

2003/04 | _ 2004/05
co00 | £7000
38,220 | Gross charge 40,722
(3.649) | Deduct: Reliefs & Kemissions 1 (5.505) |
! (2) Lnterest on overpaid rates 0
(670) Provision for bad debts (5213
E 32,899 | INet non-deimesfic rate income 34,296
‘r (1,138) Prior year adjustments (127 3
21,761 | Total non-domestic rate income 34,169
National non-domestic rate pool (NNDRI):

39,964 | NDRI Distributable . 41,885
31,761 | Contribution to NNDRP 34,169
8,203 | Net contributicn frem NNDRP 7,716
Notes:
1. Non-domestic rate income / contribution frem natiesnal non-demestie rate pool - with

effect from 1993/94, all non-domestic rate income collected by local authorities (from non-
domestic ratepayers) i paid into a national pool and redisrvitmted o levying authorities .
(unitary and island councils). The non-domestic rate income is redisnibuted from the
national pool in proportion to the resident population of each local authority concernad, and
therefore bears no direct relationship to the amount collected by those authorities.

Rateable subjects and values

P’:J

MNon-domestic rateable subjects

200364 2604705
3.171 | Shops, offices, hotels, boarding houses, ete 3,134
398 | Industrial 409

7 | Formula valued 7

1.026 | Miscellancous 1,023
4,602 | Total . 4,503
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Non-Domestic Rateable Values |

200304 2004/85
£°000 £868
47.010 | Shops, offices, hotels, hoarding houses, ete 45,9G0
10,535 | Industrial 10,271
4,770 { Formula valued 4,79

20,484 | Miscellaneous 20,756
82,799 | Total 81,723

Rate levied. 2004/035:; 49.1p (ratzable value greater than £25,500)

4%.8p (rateable value less than or equal 1o £25,000)

Community charge - Years prior to 31 March 1923

2003/04 2004/05
Eeee | £006
I Arrears written off now recovered 7
i1 i 7

Former comrmunity chargs debt continues to be vigorously pursued, and this debt is now fully
provided for:



Housing Revenue Aeccount

Year ended 31 March 2005

Abstract of Accounts 2004/05

2003/04 200405
Actual Actucl
£000 £000

2,650 | Imployee costs 3,539
1,177 Allocation of central administration efc 1,024
209 Insurances 214
172 | Accommodation 256
331 | Supplies and services 380
4,339 Supervision and management 5,413
114 Redecoration allowances 102
8.699 Repairs and maintenance 9,364
8,813 Repairs and maintenance §.466
581 Voids 502
116" | Increasein bad debt provision 94
697 Lost rents 596
82 | Transport costs 77
297 | Administrative costs 271
334 Paymenis to agencies, etc 400
713 Other expenditure 748
185 | Principal 89
3,484 Interest 3,133
54 Expenses 46
{(348) | Interest on revenue halances - (486) |
(481 Refurn on pension assets (1,062)
543 | Interest cost on pension 929
3,437 Financing costs 2,049
1,578 CFCR 0
(38) Contribution to/(frem) pension reserve {9}

(20,002) Dwelling rents {19,902)
{1,014y | Non dwelling rents {1,053)
(26) Housing support grant {23)
{(230) Other incuing (216)




Abstraci of Accounts 2604/65

Notes t0 Housing Revenue Accound:

L A provision of £0.468m is included in the consolidated balance sheet for doubtful debts on

houging rents.

2. At 31 March 20035, the Council held various types of accommedation, and had the following
number and types of houses.

31 March 2004 Type of accommodution 31 March 2005
- Number of Houses Number of houses
2,609 1 and 2 apartment 2,556
4,170 1 3 apartment 4,007
2,402 | 4 apartment ' 2,258
202 | 5ot mote apartment 188
8,383 Totaf 2,009
31 March 2604 By area 31 March 2003
Number of Houses Number of houses
3,798 | Ayr North 1,675
1,609 | Ayr South 1,524
1147 4 Troon 1.163
820 | Prestwick 779
891 Maybole 847
L118 | Girvan 1,081
9,383 Total 9,009
i At 31 March 2005, rent arrears amounted to £0.696m, being 3.3% of gross rent coliectable.

(2003/04 £0.753m, being 3.6% of gross rent collectable)
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Consolidated Bulunce Sheet as at 31 March 2005

2004 2003
£7000 £°000
Fixed assets (note 1):
Operational assets
114,170 Council dwellings 203,814
187,097 Other land and buildings 184,574
1,198 Vehicles, plant, ete 1,249
36,770 Infrastruciure asseis 37,747
916 Community assets 924
340,151 428,308
18,307 Non-operarionul assets 20,272
S8 1o T
17,759 Loans preminm (note 3) 17,210
141 Long ierm investments (note 4) 141
135 Loans (note 5) 104
. Current asseis:

599 Stocks amd work in progress 520
36,488 Sundry debtors {note 9) 38,811
(20,896) Provision for bad and doubtful debis (note 9) (20,814
21,025 Short tonn inveslincubs 19,900
38 Cash floats and imprests 40
37,254 38 4 37

Less: Current liabilities:

11,627 Temporary and other loans repayable within a year 2,370
29,099 Sundsy creditors (note 10) 28,651
221 Provision for Habilities (note 9) 292
7.589 Bank overdraft 5,529
3,031 Due to Commen Good/ sundry accounts (note 6) 6,447
52,767 43,289

61,208

Less: Long term llabllifieb

160,855

Long term borrowing (note 7)

167,128

732

Covenant scheme (notes 2&7)

THGi590

199,590

‘%8,281

29,611
69,979 | ta 205202
Financed by.
117.017 Fixed asset restatement account 204,611
61,465 Captital financing account 59,852
1,524 Usable capital receipts reserve 4,460
8,284 | Government grant deferred 9,525
(29,611) Pension reserve (note 83 (B8,281;
Reserves and fund balances:
1,158 Repairs & renewals fund (note 11) 112
0 | Insurance fund (note 12) i 125
4,040 General fund surplus (note 13) 6,065
6,102 Huubmg fuﬂd surplus {nuie 14) 8,433
TR T T Hsa0 ]

Signed:

i ma LA, .

Head of Finance and ICT
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Date: 28 November 2005




Abstract of Accounts Z084/15

Wotes to Consolidated Balauce Sheet ar 3F March 28935

Nete 1 - Fixed assets

{2} Valuation of fixed assets

Usefu fife Categary Vialuer Basis of Valuation Date of last Full
Valuation
i
TG40 YEALs ¢ Operational Estates Deprecizied Replacement Cost 31 March 2002
: i (specialised) Properties Manager (DRC)Y
{5 to 99 vears for buildings’ i Operational (non- Estates - Upen: Market Value Hxisting 31 March 20{3 :
i up o 999 years for land specialised) Properties Manager Use (OMVEUEIY) i
H .
! .
Il to 99 years  for | Now-operational Estacs Open Market Value 31 March 2003
buldings’ up o 00 veuwrs | Properties Manager (ORI
for iand
30 vears ’ Local Authority Fiziates Net Realisable Value {NRV) 31 March 2003
Housing Stock Manager
Vg to 40 vears Infragiriiciire Assels Notl Historical Cast ot Applicable
i applicable
99 to 999 vears Community Assets Not Historical Cost MNut Applicable
; applicahie
i e 7 yeary Vehicles Transport Net Realisable Value (NRV) - Not Applicuble
Manager

(b} Movement in fixed assets

The table below illusirates the movement in fixed asseis, analysed by asset category, arising from
additions, disposals; revaluations and depreciation during the year. As a result of these movements,
the net haok value of fixed assefs held as at 31 March 2005 was £448.580m.

Councii Operational Noz- Infrastructure | Commnnity | Vehicles and Total
dwellings assEls operational Assets assers equipricnt
asseis
L4060 £'960 £1006 £°008 £'986 £1600 £'000
Gross book value !

. 27, 1473 5 43,714 16 2,10 391,233
as at | April 2004 127,113 202,47 18,507 0,11 9 108 39, _)"
Kevaluations 3,541 £2,000) 123 Q (188) {233} 80,723
Additions 6,087 3,927 1,751 1,280 196 468 144190

Lransters

Gross book
valae as at 31
March 2405
Lepreciation as at
1 Apri} 2004
Feleased on
revaluation / (12,943) (9} 0 t 0 (i) (12,964}
| disposal :
Charge for year
Batance as at 31
March 2005

Disposals / (5.908) (5% {109) 0 0 {16 (6,091

12,943

12.092

Net book value
as af 31 March
L2A0s

184,874
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Note 2 — Covenant scheme
A covenant scheme was entered into in relation: to six sporis halls built in 1592, The capital costs

were spread over 21 years, and the sixteenth capial payment of £0.140m was made in 2004/03
‘These aporta halls arc held within fixed asscia.

Note 3 - Loans premium

Balance | Additions Premiums Balonce
31 Merci | Released 37 Marck
Movements in year 2004 [ 2005
£°000 £'008 £7000 £1004
Loans premivm 17,759 0 549 17,210
MNaie 1 - Investments
2004 2005
£2000 L0080
Freeport (Scotland) Lid (74,000 ordinary shares} 40 40
West of Scodand Loans Fund Limited 100 100
SC Enterprise Fund 1 i

MNote 5 - Loans

Local Government (D & F) Act 1964
Payroll Rationalisation
Othery

Nofe 6 - Due to Common Good/ Sundry Accounts

This sum is made up of deposits by the various Common (ood and sundry accounts with the
Council’s leans fund.

~ Note 7 - Analysis of borrowing

Covenarnt FPWLE Local Bonds Toral
£7600 £'004 £000 £°000
1io 2 years 140 133 : 1.U58 1,333
210 5 vears 452 406 * 149 1,007
510 10 vears 0 6,561 2,700 16,261
101 vears 0 117,539 31,580 149,119
. A TV TR

Local Bonds (1 to 2 years) include FIB leans held by Glasgow City Council. The debt was
disaggregated, but the original loans are sifil administered centraily.
26



Ahstract of Accownts 2004/05
Mote § — FRE 17 — Refirement Benefits

in accordance with Financial Reporting Standard No 17 “Retirement Bensfits™ (FRS17} the Council
is required to disclose certain information concermning assets, iiabilities, income and expenditure
related to pension cchemen for its employees. As explained in note 2 to the Cansnlidated Reverne
Account the Council participates in two formal schemes, the Local Government Superaniation
Scheme, which is administered by Glasgow City Council’s Pensien Fund and the Teachers’
Scheme. The Council is not required o record information related to the Teachers™ Scheme as the
tiability for pavment of pensions rests uitimatety with the Scotlish Fxccutive. Inn addition the
Council has liabilities for discretionary pension payments outside the main schemes.

The Council’™s assets and abiliticy amounted to:

2004 2005
£0048 £000

" 247.007 | Share of assets in City Council Fund 275,766

(276,618) | Estimated lisbilities in City Council Fund (364,047)

(29,611) | Nei assets/ (liabilitics) in City Couneil Fund (88,281)

Assets and liabilities in (lasgow City Council’s fund are valued at fair value (principally marier
value for investments} and consist of}

2004 20065

£°000 iLetg
180,496 | Equity investments _ 203,740
35.15% | Ronds 306,857
21,063 | Property 26,407
13,289 | Cash _ 8,702
(261,929) 1 Scheme liabilities (346,253)
(14,689) | Unfunded liabilities (17.794)
(28,611} | Net assets/ (liabilfties) in City Council Fund {88,280

The liabilities represent the Coungil’s underlying long-term commifment to pay retirement benefits
to current and former employees. Liabilities are valued on an aciuarial basis using the projecisd
unit method, which assesses the future lahilities of the fund based on assumptions about future
financial experience — principally invesiment return, salary growth and inflation — and discounts
them to their present value. The total net liability nf £88.281m at 31 March 2003 has a substantial
impact on the net worth of the Council as recorded in the balance sheet. However, statutory
arrangements for funding the deficit mean that the financial position of the Council remains
healthy. The deficit of the Local Government Superanmuation Scheme will be made good by
making appropriate contributions over the remaining working lite of employees, as assessed by the
Scheme actuary,

The valuations are as at 31 March 20603, and arc provided by Hymans Robertson, the independent
actuaries to Glasgow City Council Fund. The main assumptions used in the calculations are:

2
1
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2004 2085
City Fund City Fund
2.9% Rate of inflation 2.9%
4.4% Rate of increase in salaries 4.4%
2.9% Rate of increase in pensions 2.9%
6.3% Rate for discounting scheme labilities 5.4%

Note ¢ - Debtors and Provisions for Bad and Doubtful Bebts/ Liabilities

At 31 March 2005 the acconnts include debtors otalling £3% 811m and provisions against these
debtors totalting £20.814m, analysed as follows:

2004 ! Gross Debtor | Bad Debt 2008
' Met Debror Provision Net Debroy
£2600 £°000 £7000 £080
1.563 Couneil Tax/ Conmunity 19,935 18317 1,618
L Charge
- Tatls
0 Dcpeg‘tment of Works & 213 0 513
Pensions |
977 | Non-Domestic Rates 2,556 1,424 1,132
327 | Council House Renls 690 468 228
271 | Revenue Support Grant 860 0 860
1,870 | Customs and Fxcise 1,721 0 1,721
9,884 | Sundry Debtors 12.830 (05 12225
15,592 ‘ Total 38,811 20,814 | 17.997

Provision for labifities - Total provisions for lisbilities amount to £0.292m. Based on information
received from Glasgow City Council, provision has been made for insurance costs totalling
£0.193m in respect of Scuth Avrshire Council’s share of the former Strathclyde Regicna! Council's
insurance claims. The provision hus reduced from £0.221m at 31% March 2004, The remaining
balance of £0.095m represents the provision made in respect of future Eoads contract losses that
have been recognised at 31 Mazrch 2005,
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Mote 18 - Creditors

At 31 March 2005 the accounts include creditors totaliing £28.651m, analysed as follows:

2006 | - 2005
Creditor Creditor
L0600 ; £7000

5,434 | Scottish Executive. 2,834

3,147 | Inland Revenue 2,937

3,253 | Departmem of Works & Pensiony G
3,470 | Other Public Bodies : 6.066
;" 2,081 | Loan Interest i 1 .979m
; 12,312 | Trade and Other Creditors i 14,840
t 29,699 Total 218,651

Note 11 ~ Insurance fund

During 2004/05 £0.417m was transferred fo the fund, interest of £0.C08m was applied to the fund
resulting in a balance at 31% March 2005 of £0.425m. There are no comunitments against this
halance for financial vear 2005/06.

Note 12 — Repairs and Renewals fund

The balance on the Repairs and Renewals Fund at 1% of April 2004 was £1.158m. £1.300m was
used to finance revenue expenditure during 2004/95, intercst of £0.054m was applied o the fund
resufting in a balance at 31% Mareh 2005 of £0.112m. There are no commitments against this

balance for financial year 2005/06.

Note 1.3 - General Fund balances

General find balances are a fundamental requirement of prudent financial management. The
Following table identifics those amounts that have been sct aside for speeifie purposes und those
that remain uncommitted to be used to resource unforeseen expenditure demands and to be used in
the Council’s mediurm to longer term financial planning.

I 2005
Lo
Opening balance 4,040 ;
; Surplus for the year _ 2023
 Total General Fund balance at 31 March 2005 6,065
Allocated to fund revenue budgst 2005/06 1,714
Farmarked for specific service expenditure 2005/G6 2.844
Uncommitted General Fund balance 1,507
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Note 14 — Housing Fund balance

The accumulated Housing Revenue Account Surplus at 31% March 2005 ie £8.433m. The following
table identifies those amounts that have been set aside for specific purposes and those that remain
uncommitted to be used to fund future capital programmes and help reduce the need for borrowing
in accordance with the I{ousing business plan.

2603

£000
Opening balance _ 6,102
Surplus for the year = 2,331
Total Housing Fand balance at 31 March 2005 8,433
Earmarked for specific serviee expenditure 2005/06 1,131 3
Uncommitied Housing Fund balance 7.302

.2
(=)



Abstract of Accounts Z004/G5

Statement of 'total Movement in Reserves

£960 £008
Surplus/ideficit) for the vear
General Fund 2,025
Housing Revenue Account 233
Add back movements on specific revenue reserves {621)
Deduct appropriation {rom pension reserve {146}
Actuarial gains and losses relating to pensions (58,524
Total increase/(decrease) in revenue reserves {note 1) (54,933)
Increase/{decrease) in usable capital receipts : 2,836
Total increase/(decrease) in capiial reserves (note 2) 2,936
Gains/{losses) on the revaluatdon, or the hnpaiinent, vu
) 63,074
fixed assets
Tetal increase/{decrease) in unrealised value of fixed
93,074
asseis (nofe 3)
Vulue of assets sold, disposed of or decommissioned (5,480)
{note 3)
Capital receipts set aside 6,754
Revenue resousces set asids (2,463)
| Deferred grants released 1,096
Total increase/(decrease) in amount set aside to
o 1 (1,613)
finance capital investment (note 4) s
Other movements in capital reserves (note 4) 1,241
Total mevement in net worth ’ 35,223

The tables on pages 32 and 33 demonstrate how movements arising from varions capital and
revenue transactions affect the reserves.
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Stateypent of Movement in Reserves

1) Movement in revenile reserves

General HRA Repairs & | Insnronpce | FPension
Fused Balances | Renewuls Resarve
Balances
£600 £868 £000 £7960 £0480
Surplus/ (deficit) for 2004/03 2,025 2331 0 0 0
Apypropriations (to} from revenue 0 0 (1,0485) 425 (146)
A ctuan.al gains/ (losses) relating 9 0 9 0 (58.524)
10 pensions
Baluance brought forward at 1 - -

. - 040 6,102 1138 [t 29611
April 2004 40 (29.611)
Balance carried forward at 31 -

6,065 &,433 112 424 28,2,
March 2003 6,065 3 (828

A summary of the amounts held within the General Fund balances, HRA balances, Repairs &
Renewals and Insurance funds are provided in the notes to the Consolidated Balance Sheet.

The Pepsion Reserve holds the difference hetween the pension payments made during the vear in
accordance with the scheme requirements and the change in the Council’s recognised assct or
liability for the same pericd. This is represented by an appropriation to or from the Pension
Reserve. It also holds actuarial gains or losses which arise where actual events have not coincided
with the actuarial assumptions made for the last valuation or the actuarial assumgtions have
changed as detailed below. :

2003/04 | T 2004/05 |
960 | £000 |
35,644 | Difference between the expected and actual returr: on assets 9,305 |
247,007 | Value of assets 275,766 1
14.4% | Percentage of Assets 34%
250 | Experlence gaing/ (losses) on liabilities (837) .
276,618 | Total present value of liabilities 364,047
0.1% | Percentage of the tntal present value of liabilities L {0.2%)
35,894 | Actuarial gains and losses recognised in movement w reserves (58,524)
276,618 | Total present value of Habilities 364,047 :
13.0% | Percentage of the total present value of liabilities {16.1%) |

2} Moevement in realised capital reserves

sable

Capital
Receipts

L0800
Amounts recelvabie in 2004/05 + 12,703
Amounts applied to finance new capital investment in 2004/05 (9,767}
Total increase/ {deerease) in realised capital resources in 2004/05 2,936
Balance brought forward at 1 Apri! 2004 1,524
Balance carried forward at 31 March 2003 4,450
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The Usable Capital Receipts Reserve represents the value of receipts arising from the disposal of
fixed assets that can be used 1o mcrease capital expeudiiuie i futurs years. Capilal grants are alao

available to enhance future expenditure,

1) Movement in unrealised valme of fixed assets/ value of assets sold, dispesed of or

decommissiened

Fixed Assel
Restabement

Aceount

£:008

| Gains/ (losses) on revaluation of fixed assets in 2004/05 95.074
Total increase/ (decrease) in unrealised capital resources in 93,074

2004/05 . !
Amounts written off fixed assets for disposal in 2004/05 (5,480)
Total movement in reserve in 2004/08 87,594
Balance brought forward at 31 March 2004 117,017
Balance carried forward at 31 March 2005 204,611

The Fixed Asset Restatement Reserve holds the change i current vatue of fixed assefs arising from
any revaluations. Changes in value alsc arise as aresult of impairment, or conversely, enhancement
of fixed assets,

4} Movements in amaunts set aside to finance capital sxpenditure

Cupital CGovernment
Firancing ©Grants
Account Deferved

£7000 £7000

Capital receipts set gside in 2004/05

- usable receipts applied 6,754

Total capitol receipts set aside in 2004/05 §,704

Revere resources sel aside in 2004703

- reconciling amount for provision for loan payment (9.463)

Total revenue resources set aside in 2004/05 (3,463}

Grants applied to capital investment in 2004/35 1.09¢ 3.013
Amounts credited to Asset Management Revenue Account in (LD
! 2004/05 o

Movemenf in government grants deferved 1,096 1,241

Taotal movement in reserves in Z004/05 (1,613) 1,241

Balance brought forward at 1 April 2004 61,465 8,234

Balance carried forward at 31 March 2003 59,832 2525

The Capita} Financing Reserve represents movement in the funding of assets arising either from
capitai resources such as capital receipts and income or capital funded directly from revenue
contributions. It also holds the difference between principal repayment of loans and depreciation
charged 10 service revenie accounts.

The Government Grant Deferred Account ropresents funding for capital projects which requires to
be written off to the Consclidated Revenue Account.



Cash Flow Statement

Abstract of Aceaunts 2004/0%

[ zoo3ms | 2004705 200405
£'068 o £008 £
Revenue activifies i
Cush outflows
126,880 Cash paid to or on behalf of employees 134,390
137,042 Other operating cash payments 158420
7,262 Housing benefit paid out 7,617
31,249 National non-domestic rates - payments ta national pool 34,169

Cash inflows

Servicing of capital

7,397 Rents (after rebates) 6,639
49,667 Council tax receipts 52427
30,964 National non-domestic rates receipts from national pool 41.885
32,139 Nou-domestic rules receipts 33,994
98,949 Revenue support grant 101,872
10,707 DWP grants for benefits 8,780
48,019 Uther government grants (noie 4) 51,911
40353 Other operating cash receipts 53,365

Interest paid

Interest received

Capital activities

Cash outflows:

Purchase of fixed assets

Other capital cash payments

Cash inflows:

Capital cash receipts

Capital grants

Financing
“Cash outflows

15,413 Repayments of amounts horrowed 20,827 ]
Cash inflows
15,050 New short term loans raised 10,760
5,000 New long term loans raised S 7,000
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Abstisct of Accounis 2004/85

Notes to Cash Flow Statement

Note 1 - Reconciliation of Consolidated Revenue Acecunt to Revenae Activities Cash Fiow

2003794 2004/05
£7000 _ £'000
(82) | General Fund Surplus (2,025}
(1.533) | Heusing Revenue Account Surplus {(2.331)
" ({615) | Sarplus forthe yea |
e Arﬁu.;;a‘ surph“cs Jfor itéms acconnted for elsewhere
in cashflow statenient
{9,815} | Loans fund inierest (9,821}
{1,857 | Loans fund principal (2,628)
(1,500 | Capital financed from current rovenuc 0
W57 (24
- - _ \ Adiust surplus for internal ifems .
(423 | Contributions 1o funds {425)
0 | Use of funds 1,046
142y S et
o Adjust surplus for movements in working copital ' .
(1,047) ! Increase/{Decrease) in debtors 1,856
(7,237) | (Increase)/Decrease in sundry creditors 977
(1,229) | Inciease in otlor credilors (2,816)
(2) | Decrease in stock and work in progress (79)
: {18} | Decrease in loans 31
(9,533)" ESCyY
{24.767) 062773

il
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Note 2 — Reconcilintion to Net Debt

Abstract of Accounts 2084405

000 | £908
Increase in cash {2,062}
Decrease in debt (3,127) o
Decrease in liquid resources 1,125
Deerease in debt in period {4,064)
et debt at 1 Apri_l 2004 1. 139,743
_ o i i
Analysiy of net debt 7 April 2004 Moverenrt | 31 March 2005
£000 £000 £000
Cash on hand (38} (2 (40)

" Overdrafis 7.589 (2,060) 5,529
Subdotakba) .. TSSO (062 v o 5489
Debi due within 1 year T Pash 2370
Debt due after 1 year 160,858 6,270 167,128
Covenanl Scheine 732 (140) 552
|- Sub Total:(B) .. - ATF2TL G27)) 170,090
[ ——— EINCE) ERCEEE (16,000
Sub Total{€) L RL028) | A28 | T (19,900)
Toal A @HC), 159743 | (4,064 155679

Note 3 - Reconciliation of relevant movements within the Financing & Management of

Liquid Resonrces

Bulunce aif Blance ar 2004705
1 ApHI 2004 | 31 March 2005 Movement
£'00a £000 £009
Managemenf of Ligquid Resources
Shert term deposits 21,025 19,9080 (1,125).
Management of Financing
PWLEB Loans 134,500 126,777 {7,723)
Covenant Loans 872 732 (14
Local Bonds/EIB Loans 37.843 42,581 4,736
173,217 1700901 (3,127
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Note 4 — Analysis of Other Government Grants

% j £000 |
Rent rebates benefit subsidy 10,868
Supporting People 7216

Police 8.130
Council tax benefit subsidy 5,872
Criminal justice management ) 1153

! Fast track chiidren’s hearings 1,433
School fund 1,636 ¢
New community schoels 1113
Changing Children’s Services Fund C11863
Inclusion ]03
Council tax benefit administration 408
National grid for learning 618
Rent rebate administration : 408
New Opportunities funding 404
Secondary education o 328
Homeless stralegy 714
Continuous prefessional development 797 |
In service training 154
Mental illness 30l
Rural public transport 104
Alternatives o exclusion 381
Study support 173
Support for teachers 353

- Verification framework R - 164}
Fraud incentive subsidv : 86
Higher Still 187
Workforce expansion 130
Strategic Waste Fund 2,153
Hungry tor Success 635

| Supporting parents 181
Social work fraining 109
Sundry granta 3,206
Discipline Task Group 395
Additional support for learning 166
Primary foreign language 88
Assessment for learning

| Determined to succeed

s
=1



(a) Trust Funds

The Council currently administers 101 trust funds from local benefactors from which payments are
made for specified purposes. It is proposed to amalgamate 99 of these trusts into 3 trusts to ensure

Abstract of Accounts 2004/85

Sundry Accounts

they can be used effectively and beneficially for the residents of South Ayrshire.

(36)

2003/64 | Revenue accounts 2004/05
£7000 £000
1,296 | Balance at 1 April 1,326
66 | Income for year 69
Expenditure during year

(46)

2004 Balance Sheet as at 31 March 2005
£000 £7000
Assets
_ 193 | Investments 193
36 | External investments bank account 0
1,097 | Current assets — temporary deposit in Loans Fund 1,156
Reserves
909 | Revenue 032
417 | Capital 417

{(h) Other Funds

2004
£000

2005
£000

16

Batance due by Loans Fund

15

3

Investments
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Abstract of Common Good Accounts

Abstract of Accounts 2004/05

For the year ended 31 March 2005

Revenue Accounts

Total Ayr | Troon | Prestwick | Maybole | Girvan | Total
2003/04 £000 | £000 £009 £000 £000 £000
Expenditure
241 i Property costs 574 0 0 0 0 574
451 | Donations &
) 360 ¢ : ] 0 0 360
contributions .
23 | Other expenditure 20 4 1 0 ] 25
Income
634 | Rents 605 1 I9 0 0 625
109 | Interest on loans 137 1 12 0 1 151
10 | Other income 0 0 0 0 0 0

forward

Balance Sheet as at 31 March 2005

€

2004 2005
£000 £°000
13,570 Fixed assets (note 1 & 2) 14,723
: Current assets:
2 Loans 1
35 Stock
2,832 Loans Fund Investment
Total current assets

Less: Current liabilities

Craditors and Accruals

Total

rert llabilities

Financed by:
3,600 Capital Reserve 3,600
613 Revenue Reserve 430
2,462 Usable Capital Receipts Reserve (Note 3) 4,885

Revaluation Reserve (Note 4)

e
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Surpius/(decit) for
38 (212) 2) 30 0 ] (183)
year
Surplus brought
343 29 7 238 l 2 613




Abstract of Accounts 2004/03

Notes to Common Good Acconunt

1)

2)

3)

4

Valuation of Fixed Assets

‘Lhese assets have been revalued as part of a rolling programme by the FEstates Manager, Mr
Malcolm McAskill, FRICS und are at veluation dates hetween 2000/01 and 2004/03
dependant on the category of assel,

Movement in Fixed Assets

Land | Buildings | Community | foinl
assets
£'806 £1600 £7600 £°000
Gross book value " - 2z
as at 1 April 2004 3,893 %.604 i 18E0
Revaluations 1,570 ¢ {7 1,563

Additians

Bisposals /
Fransfers
Gross book
valuc as at 3f
Mareh 2005

In accordance with the Council’s accounting policies ne deprecistion is charged on
Commeon Good assets, as they comprise land, nen-operational buildings and community
assefs,

Usable Capital Receipts Reserve

‘This reserve represents the proceeds of disposals of Common Good Assets,
Revaluation Reserve

This represents the difference betwaen the coste of fixed assste and the valuations {see nate
1) adjusted for disposals.

@0



Abstract of Accounts 200415

Capital Account

2003/04 | By service 200485
£°000 £°060
1,876 | Roads - transport 1,851
2,251 | Education 1,451
4,852 | General Services 5,020
7.288 | Housine revenue acgount ) 6,097
16,261 | Capitai expenditure additions 14,419 :
140 | Covenant 144
385 | Private sector housing grants 676
16,786 | Total payments 15,235
Financed by:

16,085 | Borrowing 5,469
4,797 | Capital receipts, grants and contributions 9.765
1,900 ! Revenue contributions 0

16,786 | Total fivancing 13235

Motes to the Capital Acesunt

Note ] — The Local Government Scotland Act 2003 introduced the new “Prudential Framework™
for local authority capital investment replacing the former Section 94 consent. 2004/03 is the first
vear in which this new framework applies. |he Prudential Code plays a key roie in capital finance
in local authorities. Local authorities determing their own programmes for capital investment in
fixed assets that are central to the deiivery of qualily services. The Prudential Code was developed
by CIFPA, the Thartered lastitute of Public Finance and Acconntancy, as a prafessional code of
practice to support local authorities in taking their decisions, I.ocal authorities are required by
Regulation to have regard to the Prudential Code when carrying out their duties in Scotland under
part 7 of the Local Government in Scotiand Act 2003,

Nore 2 - Not all capital expenditure necessarily increases the value of the Council’s fixed assets in
the year in which the expenditure occurs. Cerlain expenditure may maintain current values, work-
in-progress may result in a further increase in value and other expenditure may nol resull in an
equivalent enhancement of value,

Note 3 — Private sector housing grants (PSH{T) expenditure dozs not result in the creation of a {ixed
asset for the Council, nor does the Council conirol the economic benefit arising from the
expenditure therefore, as stated in the Statement of Accounting Policies, all PSHG expenditure is
charged to revenue in the year in which it is incurred. (A corresponding adjustment is made through
the capital financing reserve to ensure no net impact on Council Tax.j

Note 4 — Note 1b) to the Consolidated Balance Sheet, Movement in fixed assets, details capital

expenditure additions of £14.419m which correspends to the service breakdown detailed in the
table above.
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Abstract of Accounts 2004/65

Statement of Responsibilities for the Statement of Accounts

The Council’s responsibilities
The Council is required:

® to make arrangements {or the proper administration of its financial affairs, and ¥ secure that
one of its officers has responsibility for the adminisivation of those alfairs, In this cooncil,
that officer is the Head of Finance and ICT; and

s to manage its affairs te secure economic, eilicient and effective use of resources and
safeguard its assets.

The Head of Finance and ICT’s responsibilities

The Head of Finance and ICT is responsible for the preparation of the Council’s Statement of
Accounts, which, in terms of the CIPFA/ LASAAC Code of Practice on Local Authority
Accounting in Great Britain {the Code of Practice) is required to present fairly the financial position
of the Council at the accounting date, and its income and expenditure for the year ended 31 March
2603,

In preparing this statement of accounts, the Head of Finance and ICT has:

o selected suitable accounting policies, and ther applied them consistently,
e made judgements and sstimates that were reasonable and prudent; and
» complied with the Code of Practice,

The Head of Finanee and ICT has also:
Foa - . 4 - ’
e maintained proper accounting records which were up to date; and

e tzken reasonable steps for the prevention and detection of fraud and ether irregularities.



Ahstract of Avcounts 2004/03

Statement on the System of Internal Financial Controf

This statement applies to the 2004/05 accounts for South Ayrshire Council. We acknowledge our
responsibility for ensuring that an effective systemn of imternal financial control is maintained and
operated in connection with the resources eoncerned.

_ The svstem of financial control can provide only reasonable and not absolute assurances that assets
are safeguarded, that transactions are authorised and properly recorded and that material errors or
irregularities are either prevented or would be detected within a timely period.

The Council’s system of internal controls is based on a framework of regular mapagemen:
information, financial regulations, administrative procedures, management supervision and a
system of delegation and accountability, Prevelopment and malnteriance of the system is underiaken
by managers within the Council. Tn pardcular the system includes:

o Comprehensive budgeting systems;

e Selting targets to measure financial and other performance;

s Regular reviews of periodic and annual financial reports which indicate [inancial
© performance against forecasts and targets;

e (Clearly defined capital expenditure guidelines; and

» Formal project management diseiplines, as appropriate

The Internal Audit function within South Ayrshire Council is responsibie directiy to the Chief
Executive for the independent appraisal of the Council’s internal systems of conirol. The Internal
Audit section operates in accordance with the Chartered Institute of Public Finance and
Accountancy's Code of Practice for Internal Audit in Local Government in United Kingdom. The
section undertakes an annual programme of work approved by Performance Appraisal and Audit
Sub-Commistee of Policy and Resources Committee and is based on a five-year strategic audit plan.
The suawgiv audit plau is based ou a foial sk assessment process that will be revised to reflect
evolving risks and changes within the Council.

All internal audit reports identifving systern weaknesses and/or non-compliance with expecied
controls are brought 1o the attention of management and include appropriate recommendations and
agreed action plans. It is management’s responsibility to ensure that proper consideration is given to
internal audil reports and that appropriate action is taken on all audits recommendations. An
ongoing review process is in place 1o monitor the progress on the implementation of those issues
and to assist managers in the performance of their duties and responsibilities in these areas.
Significant matters (including non-compliance with audit recommendations) arising from internal
andit wark are reporied dizectly to the Chief Execntive and the Council’s Performance Appraisal
and Audit Sub-Commifiee.

The effectiveness of internal financial control is dependent on the actions of officers of Souih
Avrshire Council and on the work of Internal and External Audit. No system of control can ever
give an absojute assurance that zll transactions are properly processed. or that all errors have been
prevented, and to that end the Couneil is contimually seeking to improve the effectiveness of ity
system of internal financial control. .

RS0 LA

Eileen Howat
Head of Finaunce and ICT
28 November 2005
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Indenendent Auditors’ Report to the members of South Ayrshire Council and the Accounts Comtission for
Scotland

W certify that we have audited the financial siatements on pages 6 te 41 uncer the Local Government {Beutland}
Act 1973, The financial statements have been prepared in accordance with the accousting policies sel out on pages
Gle 8

This report is made solely to the members of South Ayrshire Council and o the Acceunts Commission for
Scotland, in accordance with Part V11 of the Local Government (Scotland) Act 1973, Our audit werk has been
undertaken so that we might state to thosc two parties those matters we are required fo state to them in an auditor’s
report and for ne other purposs. T the fullest extent parmitted by law, we do not arespt nr aesume responsibility
te anyone other than South Ayrshire Conneil and the Accounts Commission, for our audit work, for this report, or
tha opinions we have formed.

Respective responsibilities of the Head of Finance and ICT, and Auditors

As describad on page 42 the Head of Finance and ICT of South Ayrshire Counci s responsible for the preparation
of the financial statements in accordance with the Code of Practice un Local Authority Accounting in the United
Kingdors, & $tatement of Recommended Practice {‘'the SORP"). Our responsibilities, as independent auditors, are
established by stetute and the Code of Audit Practice appioved by the Accounts Commission, and guided by the
auditing prefession’s ethical guidance.

We report cur opinion #s to whether the financiaf statoments present fairly the financial position of South Ayrshire

Counci! at 31 March 2003 and its income and expenditure for the year. We also report if, in our opinjon, South
Ayrchire Couneil hae not kept proper sccounling recerds, ar if we have not received afl the information and

explanations we require for our audit.

We review whether the Statement on the System of internal Financial Control on page 43 compliss with the
requirements of the SORP, We report if; in our epinien, the statement does not comply with the reguirements or if
it iy misieading or juconsiswen widh other liforniation we ae aware of fioin our audit. We are not required to
consider whether the slatement covers all risks and ccutrols, or form an opinion cn the cffectiveness ol South
Ayrshire Council’s corporate governance precedures or risk and control procedures,

We rcad the other information pubiished with the financial staiements and cansider the implications for our report
if we become aware of any apparent misstaternents or material Inconsistencies with the financial stalements.

Basis of audit opinion

We conducted our audit in accordance with Part V11 of the Local Governmenr (Scotland) Act 1973 and the Code
of Audit Practice, which reguires compliance with relevant United Kingdom Auditing Standards issued by the

Auditing Practices Board.

Aw audit includes cxamination, on a test basis, of evidence relevant to the amounts und disclosures in the finaocral
statements. 1t also includes an assessiment of the signiffcant setimatee and judgements made by the Head of
Finance and ICT in the preparation of the financial statements and of whether the accounting policies are
appropriate to South Ayrshire Council's circomstances, consisientiy applied and adequately disclosed.

‘We pianned and performed owr audit so as to obiamn all the information and explanstiens which we considered
necessary In ordsr 10 provids us with sufficlent svidence W give regsonable assuance dut e Duasial statcncsls

are free from material misstatement, whether caused by fraud or oifier irregularity or ervor. In forming our opinjon,
we also svaluated the overall adequacy of the presentation of information in the financial statements.

Onpinion

In our epinicn the fnapeial statements present fuirly the financial position of South Ayrshire Councid as at 31
March 2005 and its income and expenditure for the vear then ended.

[Pmé‘ v

KPMG LLE 191 West Coorge Siract
Chartered dccouniams Glasgow
Registered Auctitor G2 2L}

28" November 2003
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