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OPERATING AND FINANCIAL REVIEW 2010/11

Welcome

Welcome to Torbay Council’s statement of accounts for the 2010/11 financial year ending 31%' March 2011.
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
financial year and its balance sheet as at 31* March 2011 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 2010/11 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 74,000 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 budget digest outlines the services that the Council provides and is
available on the Council’'s website.

http://www.torbay.gov.uk/index/council/financial_services/budgetdigest.htm

Torbay Council has an elected Mayor as well as 36 elected ward councillors. The elected Mayor in 2010/11
was Nick Bye. The majority of the 36 ward councillors were Conservative party candidates. The latest full
Council and Mayoral elections were in May 2011.

Significant Events in 2010/11

On a national level the May 2010 election resulted in a Coalition Government who introduced an emergency
budget in June 2010 which resulted in an in year funding cut for Torbay of £1m.

There were a number of new government initiatives some of which had an impact on the Council in 2010/11.
One of these initiatives was the encouragement for schools to seek Academy status. In Torbay, by 31°
March 2011, 3 schools had converted to Academies and are now fully independent of the Council.

The Council also continued to look for improved ways for delivering services. During 2010/11 the Council
established a Joint Venture Company with May Gurney called TOR2 to provide a range of services including
waste collection to the Council which started operating in July 2010. The Council owns 20% of the new
company.

In October 2010 the English Riviera Tourist Board Company started operating to provide tourism services.
The Council owns 100% of the new company.

The Council also started planning towards reduced funding levels from Central Government in future
financial years as announced in October in the Comprehensive Spending Review. As a result in February
2011 the Chief Executive proposed a new (reduced) management structure for the management of the
Council, operational from 2011.

The Council, in partnership with Devon and Plymouth City Councils have selected a contractor for the 25
year PFI contract for the provision and operation of an Energy From Waste facility to be built in Plymouth for
the disposal on non recyclable waste.
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Purpose of Accounts

The purpose of these accounts is to present to the reader a detailed overview of the Council’s financial
position as at the end of March 2011 giving information as to the Council’'s assets and liabilities at a point in
time and detail on the Council’s financial performance during 2010/11. The format of these accounts is this
Operating Review followed by the Core Financial Statements for 2010/11 then the supporting notes to those
core financial statements.

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). 2010/11 is the first year that the
Accounts have been presented on an IFRS basis. As a result the prior year — 2009/10 has been restated
and, where appropriate, the restated balances as at 1* April 2009 are shown as this date was the “date of
transition” to IFRS for the Council.

External Audit and Public Inspection of the Accounts

These accounts are subject to a detailed audit by the Council’'s external auditor. Under the Accounts and
Audit Regulations the accounts, with its supporting documents, are available for public inspection for a
limited period. 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

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 2010/11 statement has
been included within these published accounts but are not part of the accounts and is outside the external
auditor’s opinion.

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 2010/11 resulted in a contribution at the end of the year of £0.3
million to its general fund reserve. This was the underspend for the year after carry forwards and reserve
movements. This was a result of careful financial management within the Council to ensure that the Council
stayed within its 2010/11 budget and for this officers and members should be commended.

The Council’'s gross expenditure in the year was in the region of £400m for revenue (day to day) spend and
£44 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
and 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 surplus for this account for 2010/11 is a surplus of £85m.
The key reason for this surplus is the decrease in the Council’s pension fund liability which resulted in two
large (one off) credits of £36m and £62m reflecting changes in actuarial assumptions as to the overall
pension liability including the move to base pension increases on the (usually) lower CPI instead of RPI.
Conversely the account includes impairment charges of £13m relating primarily to the revaluation of Brixham
Regeneration development including Brixham Fish Quay and Paignton Library hub based on fair values
relating to the operational use and rental streams on those assets.

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
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reserves to get to the “bottom line” Council position for 2010/11. Within this is the reversal of a number of
accounting entries made under IFRS that appear in the Council’s I&E such as depreciation and pension
assumptions, which are allowed, under statute, to be reversed in this statement to ensure that these entries
do not have a “cash” impact on the Council Tax payer. After these adjustments the Council’'s net underspend
for the year was £0.3 million. This statement shows that the Council’s usable reserves had a small increase
with an increase in both earmarked and general fund reserves offset by use of capital reserves to fund
capital expenditure in year.

The Council also spent £44 million on capital projects including schemes such as the rebuild of Torquay
Community College, Paignton Library Hub, Royal Terrace Gardens/Rock Walk stabilisation, Tweenaway
Cross and Cockington Court.

On the balance sheet there were some significant changes in year. The major change was a £89 million
reduction in the Council’s pension liability for the year primarily due to changes arising from the change in
future pension increases being linked to the lower CPI compared to RPI and changes in other actuarial
assumptions such as higher mortality rates

There were changes in the value of the Council’s non current assets (fixed assets) from the impact of
expenditure in the year on these assets of £30 million. The three academy schools that left the Council’'s
control during 2010/11 had no impact on the balance sheet as all three were previously foundation schools.

The Council increased its long term borrowing by £10 million during the year and in October 2010 converted
£20 million of liability to Devon County Council in relation to local government reorganisation in 1998 to
PWLB borrowing.

In addition to the Council general fund reserve being increased by £0.3 million to £4.0 million, which is
equivalent to 3.2% of the Council's 2011/12 net revenue budget, there was an overall increase in the level of
earmarked reserves which included the establishment of the Comprehensive Spending Review Reserve of
£3.5 million during 2010/11 to help meet the financial challenges of the Coalition Government’s reducing the
level of funding for the Council over the next four years — potentially up to a 30% reduction by 2014/15.

Overall the Council’s balance sheet was significantly stronger than the previous year primarily due to the £89
million reduction in the Council’s pension liability. In addition expenditure on non current assets exceeded
any increase in borrowing. The Council’s cash and investment levels also increased in the year although this
is short term as the cash will be used in the medium term as capital projects and reserves are used.

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.

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 children social care plus changes in pupil numbers throughout the area changing
demand for school places.

The Council had a Mayoral and full Council election in May 2011 which could result in changes in
Council priorities which will impact on services.

The Government is considering significant reform of Council funding for 2013/14 onwards. As a
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result the Council has not been natified funding allocations for these years. Changes being
considered include Council’'s retaining NNDR income locally rather than passing the money into a
national pool for allocation based on relative need and a complete review of the formula for
allocating funding to Councils. This review could have a significant impact on future Council funding.

The Coalition Government is introducing a range of new legislation which impact on public services in
Torbay. These include:

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.

Reform of the Benefit System which included the phased introduction of the Universal Credit, 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.

Reform of the NHS. It has been announced that Primary Care Trusts are to be disbanded. In Torbay
this is the Torbay Care Trust who the Council currently commission to provide adult social care. In
addition the public health function of primary care trusts is to transfer to Council’s for 2012/13.

It is proposed that the Audit Commission, who is the Council’s current appointed auditor will be
abolished and Councils from 2012/13 will appoint their own external auditors. This change will be
supported by an enhanced, more independent, role of Audit Committees.

There are a number of other central government initiatives that will impact on the Council in the
future ranging from the abolition of Regional Development Agencies 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 2010 the Council set a budget for 2010/11 of £134m, which was to be funded as follows:

2009/10 2010/11
Net Budget Requirement £124m £134m *
Area Based Grant (E8m) (E13m) *
NNDR (from national pool) (E46m) (E52m)
Revenue Support Grant (E11m) (E7m)
Council Tax Payers (E59m) (E62m)
Band D Council Tax — Torbay £1,227.40 £1,261.17 **
Only
Band D Council Tax — £1,473.45 £1,517.92
including Police, Fire and
Brixham Town Council
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* As a result of the Coalition Government’'s emergency budget in June 2010 the Council budget and funding
from the Area Based Grant were reduced in year by £1m

**The increase in the Band D Council tax for Torbay was a 2.75% year on year increase.

Expenditure

In July 2011 the Council received a revenue outturn report detailing income and expenditure in year and
reasons for any variances which can be obtained from the Council’s website. The summary of budget and
expenditure by service in 2010/11 as presented in that report is shown below.

Council Services Revised Actual Carry Outturn Net Over
Budget Spend Forward to /(Under) spend
2011/2012 (D)
A B D-A
C B+C
£'000 £000 £000 £000 £000

Environment
Residents and Visitors 10,927 10,608 171 10,779 (148)
Waste 8,829 8,834 38 8,872 43
Spatial Planning 4,931 4,327 14 4,341 (590)
Torbay Development Agency 5,042 4,633 290 4,923 (119)
Community Safety 1,778 1,560 30 1,590 (188)
Marine 0 0 0 0 0

31,507 29,962 543 30,505 (1,002)
People
Adult Social Care 42,103 42,028 0 42,028 (75)
Children’s 23,071 23,264 0 23,264 193

65,174 65,292 0 65,292 118
Corporate Support
Governance 9,002 8,742 0 8,742 (260)
Business Planning 3,109 3,085 0 3,085 (24)
Communities - Housing Services 8,311 8,281 35 8,316 5

20,422 20,108 35 20,143 (279)
Operational Support
Customer Contact 1,836 1,660 0 1,660 (176)
Finance 9,136 9,112 0 9,112 (24)
Human Resources 839 834 0 834 (5)
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Information Technology 2,936 2,908 0 2,908 (28)

Legal and Procurement 1,131 1,176 0 1,176 45
15,878 15,690 0 15,690 (188)

Transfer to Earmarked 0 1,076 0 1,076 1,076

Corporate Reserves

Total 132,981 132,128 578 132,706 (275)

Capital Budget

Council in July 2011 is due to 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 £44m on capital expenditure in 2010/11 and this funding and expenditure are shown in
the two tables below.

Latest Outturn Variation
Budget
£m £m £m

Borrowing — of which 12.3 12.3 0
Supported (by Government 4.7 4.2 (0.5)
funding)
Unsupported ( Prudential ) 7.6 8.1 0.5
Grants 29.2 28.0 (1.2)
Other Contributions 11 0.9 (0.2)
Revenue & Reserves 1.4 2.2 0.8
Capital Receipts 3.3 0.4 (2.9
Total Funding 47.3 43.8 (3.5)

Expenditure

The expenditure in the year of £44 million by the four “themes” that the Council reports on for internal

reporting are as follows:
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Latest
Budget Outturn Spent Variation
£m £m % £m

Pride in the Bay 12.3 12.2 99 (0.2)
New Economy 7.1 6.5 92 (0.6)
Learning & Skills 22.3 21.0 94 (1.3)
Stronger Communities 2.2 1.8 82 (0.4)
Corporate Health 3.4 2.3 68 (1.2)
TOTALS 47.3 43.8 93 (3.5

Material Assets or Liabilities acquired

Assets:

The Council spent £44m on capital assets of which £30m was added to the value of the Council's non
current assets. The balance of £14m was spent on capital expenditure on assets the Council does not
recognise as its own such as Foundation or Voluntary Aided schools.

A summary of capital expenditure in 2010/11 is shown below:

Scheme Spend 2010/11 £m

Office Accommodation Project 1.7
Paignton Library Hub 2.5
Royal Terrace Gardens/Rock Walk 1.9
Cockington Court 2.0
Torquay Community College — Rebuild 7.4
Paignton College — Sports Hub 1.7
My Place — Parkfield 1.9
Other Schools/Education 9.9
Tweenaway Cross Junction 25
Improvements

Other Transport 3.6
Waste (TOR2) 1.1
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Brixham Regeneration 4.2
Disabled Facility & Renovation Grants 0.9
Affordable Housing 0.6
Other Schemes 1.9
Total 43.8

Liabilities
No significant liabilities were acquired by the Council in 2010/11. The Council’s risk for both TOR2 and

English Rivera Tourism Company is limited under its ownership, although the Council does retain pension
liability for the staff that transferred to TOR2 and the tourism company up to date of transfer.

Significance of Pension liability

The Council’'s employees can be members of the Devon County Council 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).

This liability as at 31% March 2011 is assessed at £77 million, a £89 million decrease form the previous year
of £166 million.

This decrease is primarily due to three factors:

- a £8m reduction in liability as a result of staff transferring out of the scheme in relation to service
changes to TOR2, English Riviera Tourist board and Academy schools,

- a £28m reduction in liability based on benefits accrued to date following the Coalition government’s
announcement to link pension increases to the (lower) CPI index rather then the RPI and

- a £50m reduction in liability as a result of changes in actuarial assumptions about the cost of future
benefits including future changes in relation to CPI and other factors such as the rate of salary
increases.

Explanation of any unusual costs/income

There were a number of unusual costs within the income and expenditure account in 2010/11. These
include:

The majority of payments for back pay to April 2007 relating to the job evaluation process were made in
2010/11. These totalled £3.2 million and were funded from the 2010/11 budget for job evaluation costs and
provisions and accruals provided for in previous years.

As a result of the 2011/12 budget process and the restructuring of the Council’s senior management actual
costs and a provision for future costs arising from the staffing reductions was made in 2010/11. These
totalled £1.4 million and were funded from the Comprehensive Spending Review Reserve.

In 2010/11 three schools converted to Academy status. As all three schools were previously foundation
schools there was no impact on the Council’s balance sheet however income and expenditure for these

10
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School's from date of transfer no longer forms part of the Council accounts.

The Council contract with TOR2 started in July 2010. Due to the pattern of contract payments to TOR2, set
up costs and the profile of residual costs the Council still pay — such as the repayment of borrowing on
vehicles & plant, there were increased costs in 2010/11 that were funded from reserves. There is estimated

to be lower costs in future years which will enable reserves to be replenished.

Changes in Accounting Policies

With the introduction of International Financial Reporting Standards (IFRS) for 2010/11 accounts there has
been significant changes in accounting policies, formats, terminology and presentation within these accounts
compared to the 2009/10 accounts which were presented on a UKGAAP basis (United Kingdom Generally
Accepted Accounting Practice). Proper practice for Councils to follow is still provided by CIPFA but the
guidance has been completely rewritten and renamed.

As part of the transition to IFRS from 1* April 2009 the comparative financial year (2009/10) has been
restated to enable comparison between 2009/10 and 2010/11 so there are no changes in accounting polices
between 2010/11 and the restated 2009/10 accounts.

From the Council’s published 2009/10 accounts which were based on UKGAAP and 2010/11 accounts
based on IFRS there are significant changes. Where these have a material impact these are summarised in
note 1 to these accounts. The major changes are around non current assets (fixed assets) where a number
of assets have been either removed or recognised on the Council’s balance sheet or recategorised and then
revalued as say investment properties or Assets Held for Sale. The largest change was the removal of
foundation schools from the Council’s balance sheet which resulted in a change of £125 million.

The Council has changed its accounting for the South Devon Link Road. In agreement with Devon County
Council (as the other Council involved in the scheme) the Council will, from 2010/11, treat expenditure on the
scheme until operational as REFCUS (revenue expenditure funded from capital under statute) and charged
as income to the Comprehensive Income and Expenditure Account. Expenditure incurred to 31% March 2010
of £0.8m has been removed from assets under construction and charged to Income and Expenditure
Account in 2010/11 and then reversed to Capital Adjustment Account through the Movement in Reserves
statement. This change will ensure that Torbay Council and Devon County Council’'s accounting treatment
are aligned.

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 an Economic Development Company which went live in May 2011 to provide a range of
professional services to the Council and other bodies. This involved the transfer of over 70 staff and the
transfer, at nil value, of a number of Council properties such as Innovation Centres, Bishop’s Place, Vaughan
Parade and a number of properties held for regeneration purposes.

Creation of a PFI 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.

The Council has an agreement in principal to create a Local Asset Backed Vehicle (a company owned 50%
by the Council and 50% by a private developer) to progress, develop and operate the major regeneration of
a number of Council assets. The Council will transfer assets to the new company as its contribution while the
developer will contribute the funding required. Any future profits to be split between the two owners.

Under the proposed NHS reforms primary care trusts are to be abolished. Within Torbay this generates an

issue as the local primary care trust (Torbay Care Trust) is the Council’s provider for Adult Social Care. The
future service delivery of this function will need to be established.

11
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It is anticipated that more schools will opt for Academy status in addition to the three schools in 2010/11.
Some schools have already informed the Council of their decision to transfer in 2011/12. From transfer date
the Council’'s accounts will no longer recognise any assets/liabilities or income/expenditure in relation to
those schools.

The impact of the reductions required under the Coalition Government's 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 roiling forward financial plan called The Medium Term Resource Strategy which is
available on the Council website. Within that document (November 2010) there is a summary of projected
revenue income and expenditure for the next four years.

2010/11 | 2011/12 2012/13 2013/14 2014/15
Estimated Income 132.9 126.2 124.1 121.3 118.8
Expenditure 132.9 139.2 145.5 148.8 151.8
Estimated Funding Gap 0 13.0 214 27.5 33.0

A number of service reductions were approved as part of the 2011/12 Council budget which will impact to an
extent on future service delivery. One change was the restructure from May 2011 of the Council’s senior

managers. This has seen the deletion of a number of posts.

The Council approved a four year capital plan in February 2011 which is available on the Council website. A

summary of anticipated capital spend over the next four years is summarised below.

2011/12 2012/13 2013/14 2014/15

£'000 £'000 £'000 £'000
PRIDE IN THE BAY 7,303 5,440 6,970 2,605
NEW ECONOMY 2,403 0 0 0
LEARNING & SKILLS 17,627 1,000 1,000 0
STRONGER
COMMUNITIES 3,593 1,318 125 0
CORPORATE HEALTH 11,116 13,049 230 0
Total 42,042 20,807 8,325 2,605

Borrowing & Investments

The Council undertakes borrowing to support its capital expenditure. As at 31* March 2011 the Council had
£163 million of borrowing primarily to the Public Works Loans Board. In addition it had a long term liability of
£10m to the PFI contractor for Westlands and Homelands schools.

12
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The Council had £115m of investments at year end with a net debt position of £56 million. During 2010/11
the Council increased its borrowing by £10 million. In addition in October 2010 the Council converted £20m
of debt owed to Devon County Council arising from assets transferred to Torbay in 1998 on local
government reorganisation to PWLB debt. This had no impact on the Council’s overall borrowing and long
term liabilities.

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 decision 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:

31/3/10 31/3/11

£m £m
Balance Sheet Values:
External Borrowing 133 162
Long Term Liabilities 30 10
External Investments (209) (116)
Net Debt 54 56
Treasury Management Limits:
Capital Financing Requirement 130 138
Authorised Limit - 224
Operational Limit - 195
Revenue Income & Expenditure:
Investment Income (2.7) (1.6)
Interest Paid 5.2 6.3
Costs re long term liabilities 2.0 1.0
Minimum Revenue Provision (for 4.1 4.0
repayment of principal)

The level of Council borrowing reflects the Council’s capital financing requirement plus the borrowing
required by the approved four year capital 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.

13
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Significant Provisions or contingencies

The Council has provisions at year end of £3 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
staff restructuring decisions taken in 2010/11.

The Council has given a number of pension guarantees as Council staff have 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 companies the council has some exposure to risk but this is limited by
guarantee.

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

Material events after reporting date

Since 31% March 2011 to the date the Chief Finance officer authorised the accounts (30th June 2011) there
are a few significant events to note:

In the Council elections in May 2011 a conservative majority was elected along with a new Mayor — Gordon
Oliver who is a conservative party candidate.

In April 2011 an economic development company was set up — limited by share, 100% owned by the
Council, which went live in May 2011 when over 70 staff and a number of assets were transferred to the
company at nil consideration

Three primary schools converted to academy status in April 2011 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 a range of financial information:

http://www.torbay.gov.uk/financial _services.

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

The revenue and capital outturn reports that support this document are due to be presented to Council on
13" July 2011.

An extract of the website showing the links to the Council’s financial information is shown below:
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cial Services - Windows Internet Explorer
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ou are here: Home » Your Council » Financial Services
Section Contents Financial Services Contact Us
» Annual Audit & B4 Financial Senices
Inspection Letters Torbay Council
Town Hall
+
Annual Report Castle Circus
> Asset Management Torquay
Plan TQ1 30R
* Budget Digest On this page:+ R + Related Websites + Related Tasks ~@ financial servic
es
* Council Budget Financial Senices provides a comprehensive financial management senice to all departments of the Council @torbay.gov.uk
+ Problems Paying the | | VWe aim to ‘provide a quality financial support service which effectively. efficiently and economically meets the & 01803 207285
Council needs of our customers” This includes 01803 207492
Additional Contact
*> Capital Programme = providing financial advice to all sevice managers and elected members Dotaile
> Gapital Strategy = providing financial advice for strategic planning and pelicy making to ensure the efiicient and effective
use of resources P —
+ Devon Audit = provision of financial management infarmation to all service managers Y
Partnership = co-ordination and preparation of the Council's statutory statement of accounts Find your nearest W
» Expenditure Reports = advice and co-ordination on the effective use of capital and revenue budgets Council Ofices
Libraries. Recycling
> Income Strategy All documents will be made available in different languages and formats as required Points and other Iocal
» Statement of senices and
- a E'“f” o information in your
ccounts e
+ Summary Accounts 3
> Sundry Debts Related Tasks =
> Treasury » Feedback - Complaints » Feedback - General
Management Strategy Page Options
& £ Related i Lo o

Internet

Glossary

There is a glossary at the back of these accounts 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

30" June 2011
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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

Full Council Approval of the Statement of Accounts 2010/2011

I confirm that the Council completed its approval process of the Statement of Accounts 2010/2011 on the
29th September 2011 at a meeting of the Council.

Councillor Derek Mills
Chairman of the Council

29" September 2011
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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 2003 (last amended March
2011) is set out on pages 3 to page 140 and has been prepared in accordance with the accounting policies
set out on pages 105 t0129. In my opinion it is a true and fair view of the financial position of the Council at
31st March 2011 and its income and expenditure for the year ended 31st March 2011.

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

The Statement of Accounts 2010/11 were authorised for issue on the 30th June 2011. This is also the date
up to which events after the balance sheet date have been considered.

P LOOBY BA CPFA
Chief Finance Officer
30th June 2011

The Statement of Accounts 2010/11 were authorised for approval by Members and for publication on the
29th September 2011. This is also the date up to which events after the balance sheet date have been
considered.

P LOOBY BA CPFA
Chief Finance Officer
29" September 2011
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Independent Auditor’s Report to the Members of Torbay Council
Opinion on the Authority’s accounting statements

| have audited the accounting statements of Torbay Council for the year ended 31 March
2011 under the Audit Commission Act 1998. The accounting statements comprise the
Movement in Reserves Statement, the Comprehensive Income and Expenditure Statement,
the Balance Sheet, the Cash Flow Statement, and Collection Fund and the related notes.
These accounting statements have been prepared under the accounting policies set out in the
Statement of Accounting Policies.

This report is made solely to the members of Torbay Council in accordance with Part Il of the
Audit Commission Act 1998 and for no other purpose, as set out in paragraph 48 of the
Statement of Responsibilities of Auditors and Audited Bodies published by the Audit
Commission in March 2010.

Respective responsibilities of the Chief Financial Officer and auditor

As explained more fully in the Statement of the Chief Financial Officer's Responsibilities, the
Chief Financial Officer is responsible for the preparation of the Authority’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. My responsibility is to audit the
accounting statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require me to comply with the Auditing Practice’s
Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the accounting
statements sufficient to give reasonable assurance that the accounting statements are free
from material misstatement, whether caused by fraud or error. This includes an assessment
of: whether the accounting policies are appropriate to the Authority’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the Authority; and the overall presentation of the accounting
statements. | read all the information in the explanatory foreword to identify material
inconsistencies with the audited accounting statements. If | become aware of any apparent
material misstatements or inconsistencies | consider the implications for my report.

Opinion on accounting statements

In my opinion the accounting statements:

« give a true and fair view of the state of Torbay Council’s affairs as at 31 March 2011
and of its income and expenditure for the year then ended; and

« have been properly prepared in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom.

Opinion on other matters

In my opinion, the information given in the explanatory foreword for the financial year for
which the accounting statements are prepared is consistent with the accounting statements.

Matters on which | report by exception
I have nothing to report in respect of the governance statement on which | report to you if, in
my opinion the governance statement does not reflect compliance with ‘Delivering Good

Governance in Local Government: a Framework’ published by CIPFA/SOLACE in June 2007.

Conclusion on Authority’s arrangements for securing economy, efficiency and
effectiveness in the use of resources
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Authority’s responsibilities

The Authority is responsible for putting in place proper arrangements to secure economy,
efficiency and effectiveness in its use of resources, to ensure proper stewardship and
governance, and to review regularly the adequacy and effectiveness of these arrangements.

Auditor’s responsibilities

I am required under Section 5 of the Audit Commission Act 1998 to satisfy myself that the
Authority has made proper arrangements for securing economy, efficiency and effectiveness
in its use of resources. The Code of Audit Practice issued by the Audit Commission requires
me to report to you my conclusion relating to proper arrangements, having regard to relevant
criteria specified by the Audit Commission.

| report if significant matters have come to my attention which prevent me from concluding
that the Authority has put in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources. | am not required to consider, nor have | considered,
whether all aspects of the Authority’s arrangements for securing economy, efficiency and
effectiveness in its use of resources are operating effectively.

Basis of conclusion

| have undertaken my audit in accordance with the Code of Audit Practice, having regard to
the guidance on the specified criteria, published by the Audit Commission in October 2010, as
to whether the Authority has proper arrangements for:

« securing financial resilience; and

« challenging how it secures economy, efficiency and effectiveness.

The Audit Commission has determined these two criteria as those necessary for me to
consider under the Code of Audit Practice in satisfying myself whether the Authority put in
place proper arrangements for securing economy, efficiency and effectiveness in its use of
resources for the year ended 31 March 2011.

| planned my work in accordance with the Code of Audit Practice. Based on my risk
assessment, | undertook such work as | considered necessary to form a view on whether, in
all significant respects, the Authority had put in place proper arrangements to secure
economy, efficiency and effectiveness in its use of resources.

Conclusion

On the basis of my work, having regard to the guidance on the specified criteria published by
the Audit Commission in October 2010, | am satisfied that, in all significant respects, Torbay

Council put in place proper arrangements to secure economy, efficiency and effectiveness in
its use of resources for the year ending 31 March 2011.

Certificate

| certify that | have completed the audit of the accounts of Torbay Council in accordance with
the requirements of the Audit Commission Act 1998 and the Code of Audit Practice issued by
the Audit Commission.

Alun Williams

District Auditor

Audit Commission

3-4 Blenheim Court
Lustleigh Close
Matford Business Park
Exeter EX2 8PW

30 September 2011
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Core Financial Statements

Movement in Reserves Statement

This statement shows the movement in the year on the different reserves held by the authority, 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 authority’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.

Balance at 31 March
2009

Movement in reserves
during 2009/10

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
2009/10

General Earmarked  Capital Capital Total Unusable Total
Fund General Receipts Grants Usable Reserves  Authority
Balance Fund Reserve Unapplied Reserves £m Reserves

£m Reserves £m £m £m £m
£m
Note 8 Note 25 Note 25 Note 25 Note 26

3.3 27.4 0.4 19.2 50.3 96.7 147.0
(16.0) 0 0 0 (16.0) 0 (16.0)
0 0 0 0 0 (41.7) (41.7)
(16.0) 0 0 0 (16.0) (41.7) (57.7)
20.0 0 0 (0.1) 19.9 (19.9) 0
4.0 0 0 (0.2) 3.9 (61.6) (57.7)
(3.6) 3.6 0 0 0 0 0
0.4 3.6 0 (0.1) 3.9 (61.6) (57.7)
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General
Fund
Balance
£m

Earmarked
General

Fund

Reserves

£m
Note 8

Capital
Receipts
Reserve

£m

Note 25

Capital
Grants
Unapplied
£m

Note 25

Total
Usable
Reserves
£m

Note 25

Unusable
Reserves
£m

Note 26

Total
Authority
Reserves

£m

Balance at 31 March
2010 carried forward

Movement in Reserves
during 2010/11

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
2011 carried forward

3.7

24.4

31.0

0.4

19.1

54.2

24.4

35.1

60.9

89.3

24.4

60.9

24.4

(22.3)

0.1

(2.1)

24.4

(24.3)

60.9

24.3

85.3

21

(1.8)

18

0.1

(2.1)

0.1

85.2

85.3

0.3

1.8

0.1

2.1)

0.1

85.2

85.3

4.0

32.8

0.5

17.0

54.3

120.3

174.6
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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.

2009/2010 2010/11
Gross Gross Net Gross Gross Net
Exp Income Exp Exp Income Exp
£m £m £m £m £m £m
18.3 (16.3) 2.0 Central services to the public 195 (17.4) 2.1
38.0 (14.4) 036  Cultural, environmental, 46.4 (12.1) 34.3
regulatory and planning services
1415  (114.5) o7  Educationand children’s 1565  (127.7) 28.8
services
18.6 (8.9) 9.7 Highways and transport services 27.0 (9.8) 17.2
68.5 (66.1) 2.4 Housing services 72.8 (65.1) 7.7
45.9 (1.8) 44.1 Adult social care 47.0 (2.0) 45.0
1.0 0 1.0 Exceptional Items 2.9 (28.0) (25.1)
6.9 (0.4) 6.5 Corporate and democratic core 5.0 (1.6) 3.4
1.1 0 1.1 Non distributed costs 14 (8.8) (7.4)
339.8 (222.4) 117.4 Cost Of Services 378.5 (272.5) 106.0
Other Operating Expenditure
38.6 (2.4) 36.2 (Note 9) 0.7 (0.8) (0.2)
Financing and Investment
24.3 (12.3) 12.0 Income and Expenditure (Note 25.2 (15.0) 10.2

10)

Taxation and Non-Specific Grant

0 (149.6)  (149.6) Income (Note 11)

0 (140.5)  (140.5)

(Surplus) or Deficit on

16.0 Provision of Services (24.4)

4.3) Sur_plus or deficit on reval- 06
uation of non current assets
Surplus or deficit on revaluation

0 of available for sale financial 0

assets
Actuarial gains / losses on

461 ension assets / liabilities (61.5)
Other Comprehensive Income

4138 and Expenditure (60.9)

578 Total Comprehensive Income (85.3)

and 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 authority. The net assets of the authority, (assets less liabilities), are matched by the reserves held by the
authority. Reserves are reported in two categories. The first category of reserves are usable reserves, i.e.
those reserves that the authority 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 authority 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’.
12%85” 312?)/'16{(;Ch Notes 31 March 2011

£m £m £m
326.9 3258 property, Plant & Equipment 12 333.2

4.1 4.1 Investment Property 13 4.1

0.9 0.7 Intangible Assets 14 0.7

13.6 4.4  Long Term Investments 17 3.0

2.8 3.0 Long Term Debtors 19 3.0
348.3 338.0 Long Term Assets 344.0
61.4 95.6  Short Term Investments 17 112.0

0.4 0.4 Inventories - 0.1

18.3 11.7  Short Term Debtors 19 12.2

5.7 14.2 Cash and Cash Equivalents 20 2.7

24 1.1 Assets Held for Sale 18 11
88.2 123.0 Current Assets 128.1
1.2) (1.5) Short Term Borrowing 15 (1.5)
1.2 (1.2) Other Short Term Liabilities 24 (0.4)
(26.8) (32.8) Short Term Creditors 21 (35.6)
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1 April 31 March
2009 2010
£m £m
(0.5) (2.3)
(29.7) (37.8)
(1.2) 1.3)
(2.0) (0.3)
(109.5) (132.6)
(31.2) (30.0)
(112.9) (166.4)
(3.0) 3.3)
(259.8) (333.9)
147.0 89.3
50.3 54.2
96.7 35.1
147.0 89.3

Provisions

Current Liabilities

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

21

22

15

24

46

38

25

26

The unaudited accounts were issued on 30" June 2011 and the audited
accounts were authorised for issue on 29" September 2011.

P LOOBY BA CPFA
Chief Finance Officer
29" September 2011

31 March 2011

£m

2.7)

(40.2)

(1.0)
(0.3)
(162.7)
(9.9)
(76.6)

(6.8)

(257.3)

174.6

54.3

120.3

174.6
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Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the authority during the
reporting period. The statement shows how the authority 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 authority are funded by
way of taxation and grant income or from the recipients of services provided by the authority. Investing
activities represent the extent to which cash outflows have been made for resources which are intended to
contribute to the authority’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 authority.

2009/10 2010/11
£m £m
16.0 Net (surplus) or deficit on the provision of services (24.4)

Adjustments to net surplus or deficit on the provision of
(72.6) services for non cash movements (4.2)

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

2.1 financing activities 0.6
(54.5) Net cash flows from Operating Activities (Note 27) (27.9)
68.0 Investing Activities (Note 28) 48.6
(21.9) Financing Activities (Note 29) (9.2)

Net (increase) or decrease in cash and cash
(8.4) equivalents 115

Cash and cash equivalents at the beginning of the

5.8 reporting period (Note 20) 14.2
Cash and cash equivalents at the end of the

14.2 reporting period (Note 20) 2.7

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

Transition to IFRS

The statement of accounts for 2010/11 is the first to be prepared on an IFRS basis. Adoption of the
IFRS based code has resulted in the restatement of various balances and transactions, with the result
that some amounts presented in the financial statements are different from the equivalent figures
