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Independent auditor's report to the members of East Lothian Council and the Accounts Commission for Scotland

We certify that we have audited the financial statements of East Lothian Councll and its group for the year ended 31 March 2016 under Part Vil
of the Local Govarnment {Scotland) Act 1973. The financial statements comprise group and authority-only Comprehensive Income and
Expenditure Statements, Movement in Reserves Statements, Balance Sheets, and Cash Flow Statements, the authority-only Housing Revanue
Account Income and Expenditure Statement, the Movement on the HRA Statement, the Council Tax Income Accounts, and the Non-Domestic
Rate Income Account and the related notes. The financial reporting framework that has been applied in their preparatian Is applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union, and as interpreted and adapted by the Code of Practice
on Local Authority Accounting in the United Kingdom 2015/16 (the 2015/16 Code).

This report is made solely to the parties to whom it is addressed in accordance with Part VIl of the Local Government {Scotland) Act 1973 and
for no other purpose. In accordance with paragraph 125 of the Code of Audit Practice approved by the Accounts Commission for Scotland, we
do not undertake to have responsibilities to members or officers, in their individual capacities, or to third partias.

Respective responsibilities of the Chief Finance Officer and auditor

As explained more fully in the Statement of Responsibilities, the Chief Finance Officer is responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view. Our responsibility is to audit and express an opinion on the financial
statements in accordance with applicable law and international Standards on Auditing (UK and Ireland) as required by the Code of Audit
Practice approved by the Accounts Commissian for Scotland. Those standards require us to comply with the Auditing Practices Board's Ethical
Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the armounts and disclosures in the financial statements sufficient to give reasonable assurance
that the financial 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 circumstances of the council and its group and have been consistently applied and adequately
disclosed; the reasonableness of significant accounting estimates made by the Chief Finance Officer; and the overall presentation of the

_financiaIstatement—s.—ln-additien,—we-read—aII-the-ﬁnanciaIand'non=financ'raITnfDTTn—at|on in the annual accounts to identify material
inconsistencies with the audited financial statements and to identify any information that Is apparently materially incorrect based on, or
materially Inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent
material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:
*  give a true and fair view in accordance with applicable law and the 2015/16 Code of the state of the affairs of the council and its
group as at 31 March 2016 and of the income and expenditure of the council and its group for the year then ended;

*  have been properly prepared in accordance with 1ERSs as adopted by the European Union, as interpreted and adapted by the
2015/16 Code; and

*  have been prepared in accordance with the requirements of the Local Government (Scotland) Act 1973, The Local Authority
Accounts {Scotland) Regulations 2014, and the Local Government in Scotland Act 2003.

Opinion on other prescribed matters
in our opinion:
*  the part of the Remuneration Report to be audited has been properly prepared in accordance with The Local Authority Accounts
(Scotland) Regutations 2014; and

* theinformation given in the Management Commentary for the financial year for which the financial statements are prepared is
consistent with the financial statements.

Matters on which we are required to report by exception
We are required to report to you if, in our opinion:
*  adequate accounting records have not been kept; or

* thefinancial statements and the part of the Remuneration Report to be audited are not in agreement with the accounting records;
or




s we have not received all the Information and explanations we require for our audit; or
s the Annual Governance Statement has not been prepared in accordance with Delivering Good Governance in Local Government; or

»  there has been a failure to achieve a prascribed financial objective.

Woe have nothing to report in respect of these matters.

Andrew Shaw, (for and on behalf of KPMG LLP)
Saitire Court

20 Castle Terrace

Edinburgh

EH1 2EG

‘?55 September 2016




Management Commentary

East Lothian Council

With a population of just over 100,000, East Lothian covers some 270 square miles and includes some 43 miles of coastline. It extends from
Musselburgh, its largest town, eastwards to Dunbar and beyond to its boundary with Scottish Borders. Other principal towns in East Lothian
are Haddington, Tranent, North Berwick and Prestonpans,

East Lothian Council is made up of 23 elected members who were elected in May 2012, The political make up of the Council includes: 10
Labour, 8 SNP, 3 Conservative, 1 Independent, 1 Independent Nationalist.

East Lothian Coundil - Political Structure
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Political Administration

The political leadership and administration for the Council is set out below:

politlcal Leaders chosen by the Adminlstration

Leaderof the Council

CouncilerWillie Innes

Party: Scollish Labour

Depute Leader
Councillor Michael Veitch

Party: 5cottish Conservative

Pravost

Councillor Ludovic Broun-Lindsay

Party: Scottish Conservative

Depute Provost

Councillorlim Gilles

Party: ScoitishLabour

cablnet

Community Planning
Councilfor Willie Innes

Party: Scottishiabour

Transport and Roads
Councillor Michael Veitch

Party: Scottish Conservative

councillor tohn MeMillan

Party: Scottish Labour

Economic Development & Tourism| Education & Children's Services

Councillor Shamin akltar

Party: ScottishLabour

Housing & Environment

Councillor Norman Hampshire

Parly: Scottishlabour

Community Wellbeing
Councilior Tim Day

Party: Scottish Conservative

Health & Social Care
Councillor Donald Grank

Party: Scollish Labour

The Council’'s Management Team

East Lothlan Council - Adminlstrative Structure

Angelaleltch

Chief Executive

Alex McCrorie
Depute Chief Executive:
Resources & Pecple Services

MonlcaPatterson
Depule Chief Executive:
Partnerships & Community
Services
{Manitoring Officer)

David Small
Director or Health & Sodal

Care Partnership

Jim Lamond Fiona Rebertson
Head of Coundil Resources ||Head ofEducatlon from May
{Chief Finance OfFficer}

Ray Montgemery
Head ot Infrastructure

Douglas Proudfoat
Head of Develepment

Sharon Saunders Alison MacDonald
Headof Children & Adults || Head of Accessand Older
Services People

Decision Making in the Council

The Scheme of Administration sets out the Council’s governance arrangements. These include:

Thomas Shearer
Head of Communities &
Partnerships

s Full Council meetings, which involve all 23 elected members, take place every two months and are the focus for local democracy and

carrying out the Council’s statutory requirements,
»  Cabinet meets every month and makes decisions on areas such as; policy; strategy, financial reporting and partnership working.

¢  Two other service committees remain within the Council — Education and Planning Committee.
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East Lothian Co_uncil_is_committed.tosupporting-the—East-Lothian-Partnership*s—Single-Outcome-Agreement‘201‘3-—23.

Scrutiny of performance, decisions and plans of the Council is carried out by elected members who are not part of the Cabinet through the
Council’s Audit & Governance Committee and Palicy and Performance Review Committee. In addition the Councll has a Police, Fire & Rescue
and Community Safety Scrutiny Committee which scrutinises the performance of Police Scotland and the Scottish Fire & Rescue Service in East
Lothian.

Furthermore, scrutiny and inspection is carried out by external bodies including the Council's External Auditors, Audit Scotland and national
inspection agencies such as Education Scotland, the Scottish Housing Regulator, and the Care Inspectorate.

The Council has adopted a Code of Corporate Good Governance based on the six principles of good governance and the self-evaluation model

outlined In the CIPFA/ SOLACE Guidance on Delivering Good Governance in Local Government. The results of the annual Corporate
Governance self-evaluation are reported to the Audit & Governance Committee and form the basis of the Annual Governance Statement,

Strategy and Objectives

The East Lothian Council Plan 2012-2017 is an ambitious and aspirational statement setting out what the Council wants to achieve over that
period.

The Plan has been influenced by the 2020 Vision for East Lothian, the Single Outcome Agreernent 2013-23 {East Lothian Community Planning
Partnership’s plan for the future of East Lothian), and the Council Administration’s manifestos, adopted as Council policy in May 2012, It puts
these aspirations and commitments into one strategic document that sets the framework and priorities through which the Council will work
towards achieving its ambition for East Lothian.

East Lothian is currently thriving with high levels of public satisfaction, both with our natural environment and with the way in which Council
Services are being delivered. Our rapidly growing population provides great opportunity but also poses significant challenge. Having endured a
period of prolonged austerity that will most likely continue for at least another 5 years, the Council must work hard to satisfy increased public
expectations and meet the growing demand for services that will flow from the rising population.

Our primary focus is to respond to these challenges to enable East Lothian to continue to move towards achieving the ambition as set out in
the 2020 Vision, the Single Outcome Agreement and the Administration’s manifestos.

The Council's aim is to create a prosperous, safe and sustainable East Lothian that will allow our people and communities to flourish. To
achieve this, our Council Plan has four objectives:

*  Growing our Economy - to increase sustainable economic growth as the basis for a more prosperous East Lothian

*  Growing our Communities — to give people a real say in the decisions that matter most and provide communities with the housing,
transport links, community facifities and environment that wil elfow them to flourish

*  Growing our People — to give our children the best start in life and protect vulnerable and older people

¢ Growing the capacity of our Council - to deliver excellent services as effectively and efficiently as possible within our limited
resources.

The Council Plan provides clear direction for Council services and staff to allow the delivery of these key priorities. The detail about what our
services are doing, or plan to do, to support the strategic aims and priorities of the Councll Plan and the Single Outcome Agreement outcomes
is set out in Service Plans and other strategic documents such as the Integrated Children’s Services Plan and the Local Housing Strategy.

A review of the Council Plan carried out in Autumn 2014 concluded that, given the continuing financial and other challenges faced the Council
Plan’s four objectives remain valid as the key drivers of the wider Council policy. However, given the evidence of significant levels of inequality
across East Lothian, a further priority To reduce inequalities across and within our communifies, has been included within the Plan,
emphasising the continued commitment and priority placed upon early intervention and tackling inequalities over the remaining three years of
the Plan.

In order to make significant progress in meeting this enhanced priority the Council agreed to prioritise the following areas of activity:

*  Reducing unemployment, particularly youth unemployment and improving positive outcomes for schaol leavers, principally through
the initiatives developed and supported by East Lothian works.

¢ Raising attainment in schools, particularly for pupils from more economically ‘deprived’ areas, and providing a broader work based
education experience through working with Edinburgh College and Queen Margaret University on initiatives such as the Academies.




¢ Reducing inequalities and ensuring the most disadvantaged groups and communities, have access to sarvices that maximise
opportunities to break the cycle of poverty or mitigate the impact of deprivation; e.g. Children’s early years initiatives and improving
health and wellbeing for all age groups.

¢  Supporting the capacity of communities and voluntary organisations to show community resilience and maximise social capital from
community and social networks.

The annual monitoring repert shows substantial progress has been made against almost all the commitments contained in the Council Plan.
Key achievements over the last year include:

. Reduction in unemployment, particularly youth unemployment — the percentage of the population claiming lob Seekers Allowance
fell from 2.6% in March 2014 to 1.9% in March 2015 and the percentage of 18-24 year olds claiming Job Seekers Allowance fell
from 5.6% to 3.7% (below the Scottish average of 3.8%)

. Improvements in positive outcomes for school leavers — the proportion of school leavers in positive destinations Increased from
£9.9% in 2012/13 to 92.2% in 2013/14, although it fell back slightly to 92% in 2014/15.

. improvement in school attainment — the 2015 National Qualification results show an improvement over previous year’s results at
most levels, for example:

. Pass rates for National Qualifications 2 to 4 are consistently at 100% in East Lothian in 2015.

. Pass rates at National 5 remain relatively static in East Lothlan In 2015 with a slight drop of 0.26% on the previous year

. Pass rates at SCQF Level 6 or above {Higher) in 2015 are up by 3.5% on the previous year

. Pass rates at SCQF Level 7 or above {Advanced Higher} in 2015 are up by 2.75% on the previous year

. The percentage of Fifth Year pupils gaining three or more awards at SCQF Level 6 or above (Higher) increased by 6.08%
in 2015 and shows an improving trend in East Lothian over the last four years

. The percentage of Sixth Year pupils gaining 1 or more awards at SCQF Level 7 or above {Advanced Higher} decreased by
1.87% in 2015 and shows an overall Improved trend in East Lothian over the last four years.

. The Council reached agreement with Edinburgh College to establish a Future Technologies Centre — Construction Academy —
with a focus on the construction sector and promoting Science, Technology, Engineering and Maths in with capital funding
being provided by the Scottish Futures Trust. The Construction Academy, which will be based in Musselburgh is due to openin
autumn 2016.

. The Musselburgh Total Place pilot is being taken forward with a focus developing new models of service delivery around early
intervention for the most vulnerable families.

. The Health and Social Care Partnership has been working actively to address the problem of delayed discharge through early
intervention measures such as the establishment of the Hospital at Home service which has expanded into a responsive 7 days
a week service, and establishing ELSIE (East Lothian Service for Integrated care for the Elderly) to improve our capacity to
prevent admissions to hospital.

. The Council established the East Lothian Poverty Commission in January 2016 to take a strategic overview of the scale, scope
and nature of poverty in East Lothian and to make recommendations to the East Lothian Partnership and the Council for a
strategic and coordinated approach to tackling poverty and breaking the cycle of deprivation.

. The six Area Partnerships established in 2014/15 have continued to develop. 1n 2014/15 the Partnerships were responsible for
£1.25m of devolved funding.

However, it is recognised that many commitments are ongoing and will need continuous monitoring and that further progress needs to be
made on several commitments to ensure that they are fully achleved within the lifespan of the Council Plan.

Financial Strategy

The Council’s Financial Strategy forms the basis of the Council's stewardship over taxpayer's funds. It covers a rolling 3 year period and is
updated and approved each year by Councll as part of the annual budget setting process, with the most recent strategy covering the period of
2016/17 to 2018/19 approved by Council on 9 February 2016. The Strategy is developed taking into consideration the main opportunities,
risks and constraints facing the Council over the medium to longer term and seeks to enable the Council to deliver a sustainable level of service
provision within a structured budgetary framework. The strategy aims to reduce any future reliance on reserves, and takes into consideration
forecasts around the financial environment which the Council is currently and is likely to be operating within over the medium to langer term.
The approved financial strategy focuses on:

e Delivering an enhanced Change Programme that will achieve significant efficiency savings across all areas and all inputs such as
staffing and supplies;



¢ Constraining cost growth — through effective demand management, gaod financial control by managers and by effective negotiation
with suppliers;

*  Generating additional income and ensuring that, where the Council has decided to charge, there is full cost recovery;
*  Progressing partnership working where there are proven efficiency and or service gains; and
¢  Continuing to manage the General Services Loans Fund balance ensuring affordability across the three years of the Strategy, and

sustainability in the longer term. Itis important to recognise that capital investment decisions taken now have long term borrowing
and revenue implications which have the potential to place undue burden on future tax payers.

Financial Performance

Budget and Financial Strategy 2015/16

The Budget and Financial strategy covering the financial year’s 2015-2018 was approved by Council on 10 February 2015. This covers both the
General Services and Housing Revenue Account revenue and capital budgets. A summary of the main elements of the approved budgets were
set out below:

*  Total planned General Service revenue expenditure of £222.498m, the financing of which is set out in the graph below.

2015/16 - General Services Revenue

Budget
Reserves COther Income
Q% 0%

M RSG / NDR
B Council Tax
W Reserves

W OtherIncomea

*  Total planned General Services Gross Capital expenditure of £31.009m

*  HRA Capital Programme of £25.4m which delivers a programme of modernising existing housing stock as well as providing new
affordable housing for the residents of East Lothian.

The results and prospects for the General Services and Housing Revenue Accounts are quite different and are therefore considered separately
in the sections below.

General Services

During the year, and in order to inform 2016717 budget planning, the Council had revised its budgetary forecast as part of the review of in year
financial monitoring and management of service budgets, and had estimated that an additional £3 million would be contributed to reserves at
the year end. The actual 2015/16 outturn has delivered an increase in General Service usable reserves of £4.798 million. This has been
achieved through a combination of factors including a number of favourable movements, some of which are one-off in nature and therefore
non-recurring. Additionally, there have been a number of service specific movements during the year relative to approved budget. Some of
these favourable movemenits are set out below:

*  Service reductions and delivery of a wide range of efficiencies including the continued application of efficient workforce
management controls and a continued reduction in expenditure on supplies and services;

*  Additional income achieved through increased Buliding and Planning Warrant activity;

*  Reduction in anticipated debt charges resulting from a combination of lower than planned capital expenditure alongside a wider
review of the Council's Loans Fund.

In keeping with recent years, the Council has continued to reduce its overall cost base through the delivery of efficiencies, including a
significant programme of service reviews and Efficient Workforce Management targets. During 2015/16, savings of £1.8 million were
identified in order to balance the costs of delivering services within the available resources. These savings are in addition to efficiency savings
of around £19 million which have delivered since 2012, with a further requirement to defiver an enhanced programme of ‘efficiencies
amounting to £11.5 million planned until 2019. The delivery of efficiencies is monitered and reviewed as part of the quarterly monitoring
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reports which are presented to Cabinet. In addition, a Budget Review Group chaired by the Chief Executive has been established and this
group reviews spending across all service areas during the year against approved budget.

Capital Infrastructure

Key to delivering our outcomes is investment in assets including our schools, housing and wider infrastructure to support the wider economy.
In 2015/16 the Council budgeted for capital investment of £31 million in General Fund and £25.4 million of HRA, with actual expenditure in
bath programmes of £27.2 million {General Services) and £22.02 million (HRA) respectively, and financing of both programmes set out in the
table below.

General Services HRA

£'M £'M
Grants 13.617 3.760
Asset Sales 1.022 1.323
Other 3.233 1.260
Borrowing 9.368 15.677
TOTAL 27.240 22.020

In relation to the General Services, most of the reported underspend relates to slippage in a number of capital projects alongside additional
income of £1 million which had not been budgeted for. In relation to the HRA and similar to General Services, most of the underspend relates
to slippage on planned expenditure on a number of key sites included within the New Affordable Housing Programme, with higher than
anticipated-asset-sales-therefore-reducing-the-need-to-borrow.

During the year, as a result of continued review of the Council’s Loans Fund and treasury management investment declsions, the General
Service Loan Charges budget achieved significant reductions of over £1 million in the cost of financing capital for the Council, with a further
£0.4 million reduction in planned HRA loan charges. These savings have, as part of the latest budget development process already been built
into future year's budgets, the resultant flexibility having been used to support wider service budget pressures.

The Council continues to postpone some of its borrowing requirement by calling upon cash reserves and when necessary, taking advantage of
cheaper short term borrowing to manage its cash flows. This is particularly attractive when investment returns are so modest. We have
therefore used £47 million of reserves and working capital instead of borrowing.

Housing Revenue Account

In 2015/16 the Housing Revenue Account delivered an increase in reserves of £0.623m. Despite an increase in rental income of over £1.1
million from 2014/15, overall rental income was below budgeted levels. During 2015/16 this was offset by savings relative to planned budget
on most operational service expenditure areas including staffing and overall running costs. Despite very testing market conditions, there has
been a slight improvement in rent income collection performance during 2015/16 resulting in a slight decrease in the total outstanding rent
debt to £2.932 million (£2.959 million in 2014/15}. Similar to Council Tax, the Council provides for a level of bad debt and whilst the overall
provision has continued to increase, this was around £0.015million less than had been anticipated, based on previous perfermance trends.

Comprehensive Income and Expenditure Statement

The Comprehensive Income and Expenditure Statement shows the accounting cost of providing services rather than the cost of services which
requires to be funded by taxation.

Net Cost of Services

The Council is reguired to make various statutory accounting adjustments to the net cost of services as reported in the quarterly management
reports in order to comply with the Code of Practice for Local Authority Accounting in the United Kingdom 2015/16 (the Code).

These accounting adjustments include depreciation, impairments and Loan Charges. This results in the {statutory accounting) adjusted net
cost of services of £235.9 miflion compared with the reported departmental net cost of services of £232.2 million, as set out in Note 11,
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Further statutory adjustments are then made to the Comprehensive Income and Expenditure to include: net gains / losses on the disposal of
assets, interest payable and receivable and adjustments for pension costs. These accounting adjustments result in an overall deficit on the
Provision of Services of £20.052 million {compared to a surplus of £6.272 million in 14/15) - largely as a result of impairment charges and a
significant upwards revaluation of the Council’s operational assets as at 31 March 2016.

The net cost of service is then adjusted to take into consideration the reported surplus on the revaluation of assets of £116.5 million, and gain
on Pension Assets / Liabilities of £67.5 million. Taking this into consideration the Council reported a surplus on total Comprehensive income
and Expenditure of £164.9 million {2015/16 — deficit of £21.6 million),

Reserves

The Councit maintains two types of reserves — usable and unusable ~ the movement in these is set out in the Movement In Reserves
Statement.,

®  Usable Reserves - result from the Council's activities and can be spent in the future

¢ Unusable Reserves - resuit from accounting adjustments and cannot be spant
Within a very challenging operating environment, the Council has delivered stronger than anticipated results for the year, with an averall
increase in usable reserves of £5.748m. This is split between; an increase in General Services usable reserves of £4.798m, an increase in the
Council’s Insurance Fund of £0.328m, and an increase in Housing Revenue Account (HRA) reserves of £0.622m. in broad terms, this is a result

of stringent monitoring and management of finance by all budget holders and such discipline will stand us in good stead for any future
reductions to pubfic service expenditure.

The Councll’s General Service usable reserve Is maintained to support a number of potential commitments including:
*  Aworking balance to help support future budgets
*  Acontingency to cushion the impact of unexpected events or emergencies

s Insurance Fund to meet estimated future liabilities arising from insurance claims

¢  Earmarked balances — including Devolved School Management {DS$SM) balances
*  Balances to help support future pressures arising from the need to transform and redesign services and reduce future cost base
*  Balances to support future capital investment decisions

As at 31 March 2016, the total General Services reserve balance {including Insurance Fund) was £23.172 million (£18.048 million as at 31
March 2015). The total Housing Revenue Account reserves balance was £7.252 million (£6.630 million as at 31 March 2015). The HRA balance
includes both the general Housing Revenue Account and Housing Capital Fund which is used flexibly to support the wider Housing Capital
Programme by financing capital expenditure enabling the Council to maintain control of its outstanding debt in accordance with the Financial
Strategy.

Future Financial Implications

In line with the Financial Strategy, the Council has continued to develop a sustainable budget that removes any dependency on reserves by
2018/19. Despite the improved results for 2015/16, the Councll, in common with other public bodies, continues to face significant financial
challenges with further reductions in public sector funding levels expected to continue until at least 2020/21. It is therefore unlikely that future
Government Grant levels will be sufficient to suppert unavoidable cest and demand pressures and further work will be required to identify
additional cost efficiencies and increased income. The planned use of reserves will need to be carefully considered in line with the Council's
Financial Strategy.

Integration of Health and Soclal Care

In line with statutory requirements, during 2015/16 the East Lothian Integrated Joint Board {11B} was established and held its first meeting on 1
July 2015. The 1B has responsibility for considering and agreeing a Strategic Plan which sets out the wider strategic direction as to how health
and social care services for adults will be delivered over the coming years, and importantly when the Strategic Plan will be adopted, including
associated budgets. The Strategic Plan was formally adopted from 1 April 2016, with resources delegated from this date by the Council to the
1B to deliver the approved functions which are set out within the approved Scheme of Integration. Subsequentiy, from 1 April 2016 the 1B
has issued formal Directions to both the Councif and NHS to deliver the functions which have been delegated to the IIB as set out in the
Strategic Plan. Given the [JB was formally established in 2015/16, UB annual accounts have been prepared for this financial year by the 118
Chief Financial Officer,

Glven the Strategic Plan has now been adopted from 1 April 2016, there will be a need to review the financial planning process for all partner
bodies (IIB, NHS and Council) to ensure that there is a clear understanding of future resource requirements and assaciated risks.
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Highways Network Asset

Within the 2015/16 accounts, infrastructure assets such as highways, bridges, footways, cycleways and street lighting etc are included within
the Property, Plant & Equipment category on the Balance Sheet. During 2016/17, the Authority will need to recognise a new asset category on
the Balance Sheet which will be the Highways Network Asset. This will be a single asset as all elements exist for a single purpose which will be
disclosed as a separate line on the Balance Sheet and separately in the notes to the accounts.

This change comes as a result of changes to the 2016/17 Code of Practice which will require all Local Authorities to value their Highways
Network Asset using a Depreciated Replacement Cost basls rather than the current valuation basis of Depreciated Historical Cost. It is
anticipated that this accounting policy change will result in a significant increase In the value of these assets and therefore would normally
require retraspective restatement of the Authority’s Balance Sheet from 1st April 2015. However, CIPFA/LASAAC has introduced transitional
arrangements so that this will be applied from 1st April 2016 with no requirement to restate the information in the prior year.

The Authority is reviewing its transport infrastructure systems and considering the data which will be used to calculate the asset value to
ensure that it can meet the reporting requirements from 1st April 2016.

Performance

From Improvement to Excellence is the Improvement Framework through which East Lothian Council will continue to strive for best value and
move from being an improving Council to an excellent Council.

One of the four focus areas in the Council Plan 1s Growing the Capacity of our Council to ensure it delivers excellent, effective and efficient
services. The Council has put delivery of excellent services to the people and communitles of East Lothian at the heart of what we do. We
recognise that there is always more we could do to improve services, make them more effective and deliver them more efficiently ~ balancing
quality of service with value for money. We are on a journey from delivering improving services to delivering real excellence.

The Council’s commitment to continuous improvement and its Improvement Framework are centred an the belief that we have to be self-
aware of both our strengths and weaknesses, we need to be more proactive about identifying improvement opportunities and managing our
performance and be critically honest in our evaluation of our own performance. Inspections, audits and accreditation support the process by
providing independent and external assessment of how we are doing and what can be improved.

The Improvement Framework consists of five Inter-related elements by which the Council will move from Improvement to Excellence:

= Setting clear outcomes and priorities — what we need to do to achleve our vision and ambiticns

e Self-evaluation — measuring how are we doing and what do we need to improve

+  Service and impravement planning and management — setting out how are we going deliver and manage services and improvement
s  Performance management, monitoring and reparting — monitoring how we are doing

»  External assessment and accreditation — how others see us and gaining external validation.

In practice, delivering the Improvement Framework involves four areas of activity: planning, delivering, monitoring and reviewing.

Planning what we Council Plan . Service Plans _ i
need to do :

Single Outcome Agreement (SOA} Unit/ Business Plans
Council Improvement Plan '

Delivering what we Delivering services . Delivering services
have planned ‘

Monitoring or Performance reports: i performance reports, including:

checking how we e  Quarterly Performance Reports

. Services Plan Monitoring Reports

s  East Lothian Performs
s . Your Council Performs
e  SOA Annual Report

are delivering

T LA Il Annual review of Councit Plan " How Good is Our Council?
do to make it more

successful Monitoring of SOA and How Good is Qur " performance improvement tools; for example,

Partnership? Lean Thinking

Corporate Governance self-evaluation

Employee engagement is a vitally important aspect of the Council's approach to improvement, in particular in relation to the Review element
of the improvement framework.
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The Council's 2016 Employee Engagement Survey {carried out In February-March 2016) achieved a 58% response rate across all services
{compared to 51% in the previous year). The survey showed an overall positive engagemnent (Strangly Agree and Agree responses across all 21
questions) of 77%. The survey results continue to provide evidence that East Lothian Council has a committed workforce. Highlights from this
year's survey include:

*  92% of the workforce stated their work is interesting and uses their skills and capabilities
*  90% know how their job/ individual objectives contribute to the Council’s objectives
s 33% feel trusted to make decisions in thair rale.

Council staff at all levels are involved in the annuai Self-Evaluation for Improvement to Excellence exercise undertaken using the How Good is
our Council framework.

The Council publishes an Annual Performance Report in September of each year outlining its performance for the previous financial year. The
Council also publishes up-to-date performance results via its performance website, which draws performance Information directly from
Aspireview (the Council's management information system).
The annual Performance Report will be reported to Council in October 2016 with some of the key financial results set out below:
®  The Council continues to deliver improvements in the level of Council Tax which was due to be collected by 31 March 2016 with an in
year collection rate of 96.64%, in comparison with 96.5% in 2014/15,

¢ Despite multiple adverse pressures, there has been a slight improvement the amount of rent which is collected as a % of rent due
where 99.81% has been collected in 2015/16 {99.57% in 2014/15),

Risks
In keeping with the Council’s Risk Management Strategy, the Corporate Risk Register is reviewed annually and reported to the Cabinet.

The Council’s response in relation to adverse risk or its risk appetite is such that:

*  Very High risk is unacceptable and measures should be taken to reduce, transfer or treat the risk to a more tolerable position

—e—High-risk-maybetolerableproviding the Council s assured that adequate and effective control measures are in place
*  Medium risk is tolerable with control measures that are cost effective
*  Lowrisk is broadly acceptable without any further action to prevent or mitigate risk.

In accordance with the Risk Management Strategy ‘Very High' and *High Risks’ Identified in the Corporate Risk Register will be subject to closer
scrutiny by the Council Management Team, the Cabinet and the Audit and Governance Committee.

The 2016 Corporate Risk Register includes one Very High risk, ten High risks and five Medium risks.

The Very High Risk relates to the ‘Financial Pressure’ and financial operating environment, as significant uncertainty in the longer term
financial projections remain. The current financial strategy covers the medium term planning period of the next three financial years.
However this is likely to be extended to ensure that the Council is well placed to meet the future challenges if current forecasts emerge.

The Council is managing this risk through well developed short to medium term financial planning arrangements, including:

*  three year General Services revenue budgets
*  slxyear General Services capital plan budgets
®  tenyear Housing Revenue Account revenue and capital budgets.

In addition, it has cost contral and financial management arrangements for managing in year budget performance; both of which provide
mitigating controls in terms of the immediate financial risk and pressures the Council is faced with.

The Council Managerent Team and senjor managers continue to follow the financial strategy i.e. cost control/ cost minimisation to ensure
delivery of agreed savings. This is also being monitored closely through the continued operation of the Chief Executive’s Budget Review Group.

The Workforce Development Plan is a key part of the Council’s respanse to increasing financial pressures. It aims to support transformational
change, bulld and sustain leadership and management capacity, sustain a skilled, flexible and motivated workforce and develop the workforce

for the future.
The ten High Risks identified in the Corporate Risk Registar are:

*  Welfare Reform
*  Information security and data protection
*  Flooding and coastal ergsion
14




Public sector reform

Local Development Plan

Failure to maintain a highly skilled workforce

Duty of care to public and public protection

Duty of care to Council staff

Corporate events management

Contest {delivering the Government’s anti-terrorism strategy)

®» & & & &+ = »

Each of these high risks is managed through existing mitigating actions and pfanned additional control measures aimed at mitigating and
reducing the risk.

Key Developments for the Next Year

The review of the Council Plan carried out in Autumn 2015 highlighted the progress that has been made in achieving the priorities established
by the Plan and identified key priorities for action for the remaining two years of the Plan

As is highlighted in the Council’s Financial Strategy 2015/16 to 2017/18, the Council will need to continue its programme of focussed work to
maximise the efficlency and effectiveness of services provided to the public within the financial constraints faced by the Council. In order to
ensure that progress is made in the key elements of the drive for further improvement and Best Value a defined Transformation Programme is
being put in place with appropriate resources identified via the Cost Reduction Fund to ensure the capacity to achieve the programme.

The Transformation Programme will include on-going Council wide initiatives such as efficient workforce management and further
enhancements in procurement, as well as major ‘short-life’ project including:

*  Review of Council accommodation requirements
s Best Value Reviews and service review and re-design with options appraisal around alternative service delivery models
»  The Unified Business Support service review

¢ Electronic Data Retrieval Management System {EDRMS)/ Records Management Plan

X

e IT/ Digital Strategy, Channel Shift and the redevelopment of the Council’s website
s Strategic Partnerships with other Councils and partnars.

The Transformation programme will be supported by a Transformation programme Manager and Project Managers who will report into to a
sub-group of the Council Management Team.

2015/16 has again been an important year for the Council, with the continued application of a financial strategy which has focussed on cost
reduction and cost avoidance ensuring that services continue to be ‘délivered in the most efficient way possible. Despite the ever tightening
financial environment within which we operate, the Council is in a relatively good position to address the many challenges we face. Strong
financial performance during the year has helped provide a timely boost to our reserves, the future use of which must be wisely managed.

Given the future financial prospects with falling levels of expected Government Grant, the Financial Strategy must ensure the delivery and long
term sustainability of services by securing further reductions in the base operating costs. This will include reviewing the way in which we
deliver services such as the formal integration of Health and Social Care services. Further planned efficiencies have already been planned for
2016/17 and beyond, and this will continue to be a critical focus of our attention.

WLWE— NS o

Angela Leitch Willie Innes Jim Lamond {CPFA}
Chief Executive “Council Leader Head of Council Resources
September 2016 29 September 2016 25K September 2016

15



Statement of Responsibilities for the Statement of Accounts
The Authority's responsibilities
The Authority 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 Head of Council Rescurces, who is the designated Chief
Finance Officer.

*  Manage its affairs to secure economic, efficient and effective use of resources and safeguard its assets.

*  Approve the Statement of Accounts and lay the audited accounts to a meeting of the Council within two months of receipt of the
audit certificate.

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 Accou nting fn the United Kingdom ('the 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.

*  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 Certification

I certify that the Statement of Accounts present a true and fair view of the financial position of the Council at 31 March 2016 and its income
and expenditure for the year ended 31 March 2016.

Jim Lamond (CPFA) Willie Innes
Head of Council Resources Council Leader
X6 September 2016 2.8  September 2016
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Annual Governance Statement

East Lothian Council is responsible for ensuring that its business is conducted in accordance with the law and proper standards, and that public
money is safeguarded and properly accounted for, and used economically, efficiently and effectively.

In discharging this overall responsibility, the Council is responsible for putting In place proper arrangements for the governance of its affairs,
facilitating the effective exercise of its functions, and which includes arrangerments for the management of risk.

The Council also has a duty under the Local Government {Scotland) Act 2003 to make arrangements to secure continuous improvement in the
way in which its functions are exercised, having regard to a combination of economy, efficiency and effectiveness. In addition there is a duty
on the Council to conduct, at least annually, a review of the effectiveness of the system of internal controls.

The governance framework comprises the systems and processes, culture and values by which the Council is directed and controlled and its
activities through which it accounts to, engages with and leads its communities. It enables the Council to monitor the achievement of its
strategic objectives and to consider whether those objectives have led to the delivery of appropriate services and value for money.

The system of internal control is a significant part of that framework and is designed to manage risk to a reasonable level. It cannot eliminate
all risk of failure to achieve policies, aims and objectives and can therefore only provide reascnable and not absolute assurance of
effectiveness. The system of internal control is based on an ongoing process designed to identify and prioritise the risks to the achievemnent of
the Council’s policies, aims and objectives, to evaluate the likelihood and potential Impact of those risks being realised, and to manage them
efficiently, effectively and econamically.

East Lothian Council carries out these dutles i~n a ngmber of ways as set out below.

Annual self-evaluation of Corporate Governance

n 2015/16 the whole Council Management Team has undertaken an annual self-evaluation of corporate governance.

The team considers the extent to which the Council meets thé principles and requirements of the local Code of Corporate Good Governance
which was adopted by the Council in May 2010, by reviewing the documentary evidence and practice of each of the supporting principals and

requirements of the corporate governance code. The findings of the 2015/16 review were reported to the Council’s Audit & Governance
Committee_in iMay 2016

The group reviewed progress made against the improvement points identified in the 2015 self-evaluation and considered documentary
evidence and practice around each of the supporting principles and code reguirements as detailed in the local code.

As with the previous self-evaluations the 2015/16 self-evaluation has found that East Lothian Council continues to have good governance and
control arrangements in place across the six principles. The self-evaluation has identified a number of areas of development and
improvement, which build on existing good practice and improvement action already being implemented to ensure the Council’s progress
through continuous improvement.

Declaration of Assurance

All Chief Officers are asked to sign a Declaration of Assurance which either confirms that internal financial controls are operating satisfactorily
in their service or provides details of issues which they wish to highlight.

The results of these assurances were that;

All Chief Officers provided assurance that, to the best of their knowledge and understanding, the Internal Financial Controls in their areas
operated satisfactorily, subject to some minor improvements.

Internal Audit Review

ELC’s Internal Audit team carries out reviews of service areas throughout the year and report its findings to the Councii’s Audit and
Governance Committee. The agenda and minutes of this meeting can be accessed on the Council’s website at;

http://www.eastlothian.gov.uk/meetings/meeting/5710/audit_and governance committee

All internal audit reports into service areas include recommendations, agreed actions and an implementation date.

The Internal Audit manager also glves an assurance statement on the effectiveness of the system of internal controls within the Council. This
was reported to the May 2016 meeting of the Audit & Gevernance Committee. For 2015/16, the Internal Audit Manager concluded that,
subject to some weaknesses outlined in the report, reasonable assurance can be placed on the overall adequacy and effectiveness of East
Lothian Council’s framework of governance, risk management and control for the year to 31 March 2016.
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Statement on the role of the Chief Finance Officer

In 2010 the Chartered Institute of Public Finance & Accountancy (CIPFA} issued a statement on the role of the Chief Finance Officer (CFO) in
public service organisations. The statement sets out the principles that define the core activities and behaviours that are key to the role of the
CFO In public sector organisations. For each principle the statement sets out the governance arrangements required within an organisation to
ensure that CFOs are able to operate effectively and perform their core duties. The Council is able to confirm that, in all major regards, it
conforms with the governance arrangements of the CIPFA statement.

Results

It is our opinion that reasonable assurance can be placed on the governance and control arrangements within East Lothian Council and its
Group during 2015/16.

MU Jodche_ \l&m J— Q

Angela Leitch Willie Innes Jim Lamond (CPFA)
Chief Executive A Council Leader Head of Council Resources
Q.3 September 2016 298" september 2016 3% September 2016
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Remuneration Report
Introduction

The Remuneration Report has been prepared in accordance with the Local Authority Accounts (Scotland) Regulations 2014. These
regulations require Local Authoritles in Scotland to prepare a Remuneration Report as part of the annual statutory accounts. The
following information in this Remuneration Report has been audited by KPMG LLP.

e  Senior Councilfor Remuneration at Page 19

e Senior Officer Remuneration at Page 19

e  Pay Bandings information on Page 20

*  Pension Benefits information for Senior Councillors and Officers from Page 22

The other sections of the Remuneration Report were reviewed by KPMG LLP to ensure that they were consistent with the financial statements.
Remuneration of Councillors

The remuneration of councillors is regulated by the Local Governance {Scotland} Act 2004 (Remuneration) Regulations 2007 {SSI No.
2007/183).

The Regulations provide for the grading of councillors for the purposes of remuneration arrangements, as either the Leader of the Council, the
Provost, Senior Councillors or Councillors.

The Leader of the Council and the Provost cannot be the same person for the purposes of payment of remuneration. A senior councillor is a
councillor who holds a significant position of rasponsibility in the Council's political management structure.

When determining the level of remuneration, allowances and expenses afforded to local authority councillors, Scottish Ministers previously
looked to the Scottish Local Authority Remuneration Committee (SLARCY, for guidance based on its analysis and recommendations. Since 2011,
SLARC has not functioned in this role and today the dialogue on this issue is a matter between the Scottish Government and COSLA,

The salary that is to be paid to the Leader of the Council is set out in the Regulations. For 2015/16 the salary for the Leader of East Lothian
Council is £27,878. The Regulations also permit the Council to remunerate one Civic Head or Provost. The regulations set out the maximum

salary that may be paid To that Civic Head. Council pelity i5 to pay at the mational rmaximum:

The Regulations also set out the remuneration that may be paid to senior councillors and the total number of senior councillors the Council
may have,

The maximum yearly amount that may be paid to a Senior Councillor is 75 per cent of the total yearly amount payable to the Leader of the
Council. The total yearly amount payable by the Council for remuneration of all of its Senior Councillors {excluding the Leader and Civic
Head/Provost) shall not exceed £169,355.

The Council is able to exercise local flexibility in the determination of the precise number of Senior Councillors and their salary within these
maximum limits. The Council's policy is to set these within the national maximumn limits as set out above.

The Regulations alse permit the Council to pay contributions or other payments as required to the Local Government Pension Scheme in
respect of those Councillors who elect to becorne members.

In addition to the Senior Councillors of the Council the Regulations also set out the remuneration payable to counctllors with the responsibillty
of a Convenor or a Vice-Convenor of a Joint Board such as a Police loint Board. The Regulations require the remuneration to be paid by the
Council of which the convenar or vice-convenor {as the case may be} is a member. The Council is also required to pay any pension
contributions arising from the convenor or vice-convenor being a member of the Local Government Pensfon Scheme.

The Council is reimbursed by the Joint Board for any additional remuneration paid to the member from being a convenor or vice convenor ofa
Joint Board.
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Senior Councillor’s Remuneration

Office Held as at 315t March 2016 Salary, fees and Taxable Annualised Salary, feesand Toxable Annualised
Allowances Expenses Total Salary Allowances Expenses  Total Salary
2014715 2014715 2014715 2014715 2015/16 2015/16 2015716 2015/16
3] (€} (£} {3 (E} (£) (£} (£}
Leader of the Council and Cabinet
Willie Innes Spekesperson for Community Planning 27,602 0 27,602 27,602 27,878 1,116 28,994 27,878
Ludovic Broun-lindsay Provost 20,702 989 21,691 20,702 20,909 1,045 21,954 20,909
lim Gillies Depute Provost 20,702 1,796 22,498 20,702 20,909 1,719 22,628 20,909
Depute Leader and Cabinet Spokesman
Michael Veitch Transportand Roads 20,702 830 21,532 20,702 20,909 613 21,522 20,909
Cabinet Spokesman for Education and
Shamln Akhtar Children's Wellbeing 20,702 198 20,300 20,702 20,909 735 21,644 20,909
Cabinet Spokesman far Communl|ty
Tim Day Wellbeing 20,702 2,352 23,054 20,702 20,909 1,905 22,814 20,909
Cabinet Spokesman for Health and
Donald Grant Social Care 20,702 593 21,295 20,702 20,909 286 21,195 20,909
Cablnet Spokesman far Housing &
Norman Hampshire Environment 21,702 a 21,702 20,702 21,909 0 21,909 20,909
Cabinet Spokesman for Ecanomic
John McMilian Develapment and Tourism 20,702 0 20,702 20,702 20,909 0 20909 23,909
Stuart Currie Leader of the Oppositien 20,702 2,971 23,673 20,702 20,909 3,352 24,261 20,909
214,920 9,729 224,649 213,920 217,059 10,771 227,830 216,059
Total Councillor's Remuneration
2014/15 2015/16
Type of Remuneration / /
(£} (E)
. 429,200 433,497
Salaries
1,000 1,000
Allowances
34 34,1
Expenses 138 /185
464,338 468,682
Total , .

An allowance of £1,000 was paid to Norman Hampshire in his capacity as APSE Regional Advisory Group Chair.

The annual return of Councillors salaries and expenses for 2015/16 is available to view on the Council's website at:
http://www.eastlothian.gov.uk/downloads/file/11160/01 april 2015-31 march 2016

Senior Officer Remuneration

The Regulations require disclosure of remuneration information for 'relevant’ persons, These include senior officers i.e. those senior
employees who meet one or more of the following criteria;
*  Hasresponsibility for the management of the local authority to the extent that the person has power to direct or control the major
activities of the authority whether solely or collectively with other persons.
*  Holds a post that is politically restricted by reason of section 2(1){a), (b) or (c) of the Local Government and Housing Act 1989.
¢ Annual remuneration, including any annual remuneration from a local authority subsidiary body is £150,000 or more.

The Scottish Joint Negotiating Committee (SINC) for Local Authority Services sets the salaries for the Chief Executives of Scottish local
authorities.

A formal review of the Chief Officer structure was last carried out in February 2012, although there have been minor variations approved since
then.
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During 2015/16 the Council paid the following amounts to senior employeas

Name Past Title Salary, fees Taxable Compensation Total Salary, fees Taxable Total
and expenses for loss of 2014/15 and expenses 2015/16
allowances 2014/15 office 2014715 allowances 2015/16
2014715 2015/16
(£) (3] (€) (£) (£) (£) (£}
Angela Leitch Chief Executive 117,427 526 - 117,953 115,728 438 116,166

Depute Chief Executive-Partnership &
Monica Patterson epute thiel Executive-rarinership 96,783 337 - 97,120 97,962 339 98,301
Services for Communities

Depute Chief Executive-R &
Alex McCrorie epute Lhiet Execulive-esources 96,243 513 - 96,756 97,962 566 98,528
People Services

Head of Adult Wellbeing [until 28¢th

Murray Leys February 2015) 88,172 465 17,500 106,137 - - -
David H Head of Adult Wellbeing {from 18th 20,835 20.825
avid Heaney August to 16th November 2014) ! B : B B h
Jim Lamond Head of Council Resources 88,432 321 - 88,753 87,552 - B7,552
Richard J . Head of Development {untif 31st 45.022 49279 94301
ichard Jennings August 2014) K . . - - -
Head of Development {Acting Head
B | P - - 77 7
ouglas Proudfoot from 215t July 2014 to 215t June 2015) 59,241 59,241 85,502 B5, 579
Raymaond Montgomery Head of Infrastructure 84,242 207 - 84,449 85,502 - B5,502
Thomas Shearer Head of Communities & Partnerships 84,507 761 - 85,268 85,502 818 86,320
Sharon Saunders Head of Children's Wellbeing 83,967 1,499 - 85,466 85,502 1,028 86,530
Darrin Nightingale 232‘5’)“ Education (until 15t November o, ), 786 - 85,028 48,944 484 49,428
949,103 5,415 66,779 1,021,297 790,156 3,750 793,906

The salary, fees and allowances for senior officers includes any payments made in respect of efection roles. During 2015/16 the Heads of

Service were all pald £85,227 (full time equivalent].

At its meeting of 25" June 2013, the Council agreed to a share of the Director of East Lothian Health and Social Care Partnership post from
August 2013,

The costs are shared on a 50/50 basis with NHS Lothian. All payroll and pension arrangements for this post are administered by NHS Lothian.
During 2015/16, the Council was invoiced a total of £63,892 as a shared cost of this post.

Fiona Robertson was appointed Head of Education on 29/3/16 on a 1 year secondment from Education Scotland. No 2015/16 invoice was
received so no costs have been incurred to date.

The Council's employees receiving mere than £50,000 remuneration for the year, excluding pension contributions, were paid the following
amounts.

2014/15 2015/16
£50,000 - £54,999 a7 42
£55,000 - £59,999 30
£60,000 - £64,999
£65,000 - £69,999
£70,000 - £74,999
£75,000 - £79,999
£80,000 - £84,999
£85,000 - £89,999
£90,000 - £94,999
£95,000 - £99,999
£100,000 - £104,999
£105,000 - £109,999 1 -
£110,000 - £114,999 - -
£115,000 - £119,999 1 1
89 92

=
0

R = b Www

N = BN R =N
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Subsidiary Bodies
Separate disclosure of the remuneration and pension benefits of senior posts held in the Council subsidiary companies, where appropriate is
outlined in the table below. The remuneration arrangements for these raspective subsidiaries are determined solely by the subsidiary bodies.

The General Manager for Musselburgh racecourse is not a member of the Council's defined benefit pension scheme.

No Councillor receives remuneration from any of the Council's subsidiary bodies.
Expenses & Expenses &
Salary Bonuses Allowances Total Salary Bonuses Allowances Total
2014/15 2014/15 2014/15 2014/15 2015/16 2015/16 2015716 2015/16
(£} (£) (£) (E) (£} (£} (£}
89,995 8,780 14,467 113,242 92,723 200 14,000 106,923

Name Post Title

William Farnsworth  General Manager

Musselburgh Racecourse

Pension Benefits

Pension benefits for councillors and local government employees are provided through the Local Government Pension Scheme {LGPS).

Councillors' pension benefits are based on career average pay. The councillor's pay for each year or part year ending 31 March {other than the
pay in the final year commencing 1 April) is increased by the increase in the cost of living, as measured by the appropriate index (or indices)
between the end of that year and the last day of the month in which their membership of the scheme ends.

The total of the revalued pay is then divided by the period of membership to calculate the career average pay. This is the value used to
calculate the pension benefits.

From 1 April 2015 the LGPS for local government employees transferred to a career average scheme. This means that pension benefits are
built up each year based on your pensionable pay for that year. This is then added to your pension account. At the end of each year the
amount in your pension account will be adjusted in line with the cost of living currently the rate of the Consumer Price index -to ensure it
keeps its value,

——The scheme's-normal-retirement-age-for-both-councillors-and-employees-is-65:

From 1 April 2009 a five tier contribution system was introduced with contributions from scheme members being based on how much pay falls
into each tier. This was intended to strengthen the relationship between the cost and benefits of scheme membership. Prior to 2009
contribution rates were set at 6% for all non-manual employees.

Whote Time Pay Range 2014/15 Rate 2014715 Range 2015/16 Rate 2015/16

On earnings up toand £20,933 5.50% £21,102 5.50%

including

On earnings ahove £20,934 andup to 5.60%-5.80% £21,103 and up to 5.60%5.80%
£25,151 £25,330

On earnings above E25,152 andupto  5.90%-6.50% £25,331 and up to 5.90%-6.50%
E£34,152 £34,415

On earnings above £34,153 andup to 6.60%-7.30% £34,416 and up to 6.60%-7.30%
£46,071 E46,456

On earnings above £46,072 7.40%-11.20% £46,457 7.40%-11.20%

If a person works part-time their contribution rate is worked out on the whole-time pay rate for the job, with actual contributions paid an

actual pay earned.

There is no automatic entitlement to a lump sum. Members may opt to give up {commute) pension for lump sum up to the limit set by the
Finance Act 2009. Between 1 April 2009 and 31 March 2015 the accrual rate guaranteed a pension based on 1/60th of final pensionable salary
and years of pensionable service. Prior to this the accrual rate guaranteed a pension based on 1/80" and a lump sum based on 3/80ths of
final pensionable salary and years of pensionable service. From 1 April 2015 the accrual rate guarantees a pension based on 1/49" of a final
pensionable salary and years of pensionable service.

The value of the accrued benefits has been calculated on the basis of the age at which the person will first become entitled to receive a full
pension on retirement without reduction on account of its payment at that age; without exercising any option to commute pension
entitlement Into a lump sum; and without any adjustment for the effects of future inflation.

The estimated pension figures shown relate to the benefits that the person has accrued as consequence of their total local government
service, and not just their current appointment. These are based on information avallable to the Council. The Lothian Pension Fund

22



administers these pensions and holds information that is not available to the Council at the date of this statement. Should this information
become available to the Council, updated figures will be published.

Pension Benefits -Senior Councillors

The estimated pension entitlements for Senior Councillors for the year to 31 March 2016 are shown In the table below, together with the
contribution made by the Council during the year.

Pension Contributions Accrued Penslon Benefits
Office Held as at 315t March 2016 For Yearto For Yearto Asat31st March 2016 Difference from 31st
31st March  31st March March 2015
2015 2016
Penslon Lump Sum Pension Lump Sum
{£) {£) £000's £000's £000's £000's
Willie Innes Leader of the Council and Cabinet 5,893 5,938 4 2 1 -
Spokesperson for Community Planning
Ludovic Broun-Lindsay Provost 4,410 4,454 3 1 1 -
lim Gillies Depute Provost 4,410 4,454 3 2 - 1
Michael Veltch Depute Leader and Cabinet Spokesman 4,410 4,454 1 - - -
Transport and Roads
John McMillan Cabinet Spokesman for Econamic 4,410 4,454 1 - - -
Development and Tourism
Shamin Akhtar Cabinet Spokesman for Educatian and 4,410 4,454 i - - -
Children's Wellbeing
Norman Hampshire Cabinet Spokesman for Housing & 4,622 4,667 3 1 1 -
Environment
Donald Grant Cabinet Spokesman for Health and Social 4,410 4,454 3 2 1 1
Care
Total 36,975 37,329 19 8 4 2
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Pension Benefits -Senior Employees

The estimated pension entitlements for Senior employees for the year to 31 March 2016 are shown in the table below, together
with the contribution made by the Council during the year.

Pension Contributions Accrued Pension Benefits
Office Held as at 315t March 2016 For Yearto ForYearto  Asat 31st March 2016 Difference from 31st
31st March 31st March March 2015
2015 2016
Penslon Lump Sum Pension Lumg Sum
{E} {£) £000's £000's £000°s £000's
Angela Leitch Chief Executive 23,744 23,990 48 105 3 1
Angela Leitch Returning Officer 628 660 - - - -
D Chi tive-P hip &
Epl:Ite ; ief Execu n.: : artnership 20,499 20,807 a4 a7 3 1
Monica Patterson Services for Communities
Depute Chief Executive-Resources & People 15.375 . B . _ .
Alex McCrorie {*) Services !
Murray Leys Head of Adults Wellbeing (to 28/2/15) 16,395 - B ) - -
. Head of Adults Wellbeing {from 18/8/14 to
David Heaney 16/11/14) 13,276 - - - -
Sharon Saunders Head of Children's Wellbeing 17,885 18,153 29 57 2 1
Darrin Nightingale  Head of Education (until 1/11/15) 17,885 10,589 4 - 1 -
Richard Jennings Head of Development {to 31/8/14) 7,452 - - - - -
Head of Development (Acting head from
Douglas Proudfoot  21/7/14 to 21/6/15) 15,965 18,153 29 70 5 8
Ray Montgomery Head of Infrastructure 17,885 18,153 34 73 2 1
Thomas Shearer Head of Communities & Partnerships 17,885 18,153 43 98 2 1
—Jimtamond————Head of Council-Resources 17,885 18,153 33 69 2 1
Total 202,759 146,811 264 569 20 14

{*) This member has transferred out of the Pension scheme

Exit Packages

The number of exit packages with total cost per band and total cost of the compulsory and other redundancies are set out in the
table below for 2015/16, with comparative figures for 2014/15.
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Comparative Exit Packages 2014/15

Number of Number of Other Total Total Cost of
Cost Banding Compulsory Departures Number by Exit
Redundancies Agreed Cost Band Packages
£000's
£0-£20,000 2 - 2 39
£20,001 - £40,000 2 1 3 67
£40,001 - £60,000 - 1 1 56

£60,001 - £80,000

=
'
=

£80,001 - £100,000 86
£100,001 - £150,000 - - - -
£150,001-£200,000 1 1 160
Total ] 2 8 408
Exit Packages 2015/16
Number of Number of Other Total Total Cost of
Cost Banding Compulsory Departures Number by Exit
Redundancies _Agreed Cost Band Packages
£000's
£0 - £20,000 4 2 6 48
£20,001 - £40,000 - - - -
£40,001 - £60,000 - - - -
£60,001 - £80,000 - - - -
£80,001 - £100,000 - - - -
£100,001 - £150,000 - - - -
E150,001-£200,000 - - - -
Total 4 2 3] 48
A l p Q
Angela Leitch Willie Innes Jim Lamond {CPFA}
Chief Executive 5 Council Leader Head of Council Resources
Q/% September 2016 24" September 2016 I September 2016
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Movement in Reserves Statement

This staternent shows the movement in the year on the different reserves held by the Council, analysed between usable reserves i.e, those
that can be applied to fund expenditure or reduce local taxation and other reserves. The Surplus or [Deficit) on the Provision of Services line
shows the true economic cost of providing the Council's services, mare details of which are shown on the Comprehensive income and
Expenditure Statement. These are different from the statutory amounts required to be charged to the General Fund Balance and the Housing
Revenue Account for council tax setting and dwelling rent setting purposes. The Net Increase or Decrease before Transfers to Earmarked
Reserves line shows the statutory General Fund Balance and the Housing Revenue Account Balance before any discretionary transfers to or
from earmarked reserves undertaken by the Council.

For the year ended 31 March 2015

General Capital Housing Houslng  Tetal Total
Fund Receipts Insurance Revenue Capital  Usable Unusable Authorlty
Balance Reserve Fund Account Fund  Reserves Reserves Reserves
£000's £000°s £000's £000's £000's  FOOO's £000's £000's
Balance at 31 March 2014 carried forward {9,187) - {1,520} {2,056) (2,589) (15,352) (236,873) {252,225)
Movementin reserves during 2014/15
Surplus an provision of services [2,986) - - (3,286} - [6,272) - {6,272}
Other Comprehensive Expenditure and Income - - - - - - 27,906 27,906
Total Comprehensive Expenditure and Income (2,986} - - (3,286) - (6,272) 27,906 21,634
Adjustments between accounting basis & funding basis under 1,745)  {1,61S) - 2,752 (2,446) (3,054) 3,054 -
regutations (Note 5}
Net (Increase}/Decrease before Transfers to Other Statutory (4,731}  {L615) - {534) (2,446) (9,326) 30,960 21,634
Reserves
Transfers to/from Earmarked Reserves {2,735) 1,615 125 1,451} 2,446 - - -
Housing Revenue Account {995) - - 995 - - - -
Capital Funds (1,615) 1615 - {2446) 2,446 - - -
Insurance Fund (125} - 125 - - - - -
(In¢rease)/Decrease in Year (7,466) - 125 {1,985} - {9,326) 30,960 21,634
Balance at 31 March 2015 carrled forward (16,653) - (L,395)  (4,0a1) (2,589} {24,678) (205913}  {230,591)
For th ended 31 March 2016
or the year ¢ are General Capital Houslng  Housing  Total Total
Fund Receipts Insurance Revenue : Capital  Usable Unusable Authority
Balance  Reserve Fund Account Fund  Reserves Resarvas Reserves
E000's £000's EQDO's £000's EQD0's  £000's £000's EDOO's
Balance at 31 March 2015 carried forward (16,653) - (1,395) (4,041) (2,589} ([24,678) (205,913} - (230,591)
Movement in reserves during 2015/16
Deficit on provision of services 17,798 - - 2,254 - 20,052 - 20,052
Other Camprehensive Expenditure and Income - - - - - - {185,026) [185,028)
Total Comprehensive Expenditure and Income 17,798 - - 2,254 - 20,052 (185,026) {164,974)
Adjustments between accounting basis & funding basis under {21,929) - - (3.872) - {25,801) 25,801 -
regulations (Note 5)
Net (Increase)/Decrease before Transfers ta Other Statutory {4,131) - - (1,618) - (5,749) (159,225) {164,974}
Reserves
Transfers to/from Earmarked Reserves {667) - {328) 995 - - - -
Housing Revenue Account {995) - - 995 - - - -
Insurance Fund 328 - [328) - - - - -
(Increase)/Decrease in Year {4,798) - {328} {623} - {5,749) [159,225) {164,974)
Balance at 31 March 2016 carried forward {21,451) - (L723)  (4,664) (2,589) (30,427) (365,138)  (395,565)
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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 practice rather
than the amount to be funded from taxation. Authorities raise taxation to cover expenditure in accordance with statute and regulations. This
may be different from accounting cost. The taxation position is shown in the Movement in Reserves Statement.

2014715 2015/16
Gross Gross Net Note Gross Gross Net
Spend Income Spend Spend Income Spend
£000's  £000's £000's £000's £000's EQQD's
9,807 (4,513) 5,294 Central Services 7,959 {4,580) 3,379
22,942 (1,829) 21,113 Culturai and Related Services 27,894 (2,153) 25,741
95,528 (4,286) 91,242 Education Services 106,460 {4,007) 102,453
12,772 (698) 12,074 Environmental Services 12,080 (877) 11,203
34,047 (29,623} 4,424 Housing Services (non-HRA}) 34,650 (30,141) 4,509
674 - 674 Joint Board Requisitions 669 - 669
23,577 (24,359) {782) Local Authority Housing (HRA}) 25,461 (25,594) {133)
5,080 (2,233) 2,847 Planning and Development Services 5,393 (2,127) 3,266
9,858 (325) 9,533 Roads and Transport Services 11,089 (535) 10,554
71,285 {9,954) 61,331 Social Work Services 81,067 (10,025} 71,042
1,439 - 1,439 Corporate and Demaocratic Core 1,876 - 1,876
197 - 197 Non-Distributed Costs 1,385 - 1,385
287,206 (77,820) 209,386 Cost of Services 315,983 (80,039) 235,944
{1,425) (Gains)/Losses on the Disposal of Non Current Assets (547)
15,819 interest Payable and Similarcharges 16,487
(462) Interest Receivable and Similar Income (507)
5,564 Interest Expense on Pension Defined Benefit Obligation 5;582
!235,154) Taxation and Non Specific Grant Income 6 {236,907)
{6,272) (Surplus} / Deficit on Provislon of Services 20,052
{9,009} {Surplus) or Deficit on Revaluation of Non-Current Assels {116,543)
610 [Surplus) or Deficit on Revaluation of Available for Sale (1,005)

Financial Instruments

36,305 Actuarial (Gain} orLoss on Pension Assets/Liabilities ;67,473!
27,906 Other Comprehensive Income and Expenditure {185,026)
21,634 Total Comprehensive Income and Expenditure !154,974!
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Batance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by the Council. The net assets of the
Council are matched by the reserves held by the Council. Resarves ara reported in two categories. The first category of reserves are usable
reserves i.e . those reserves that the Council may use to provide services, subject to the need to maintain a prudent level of reserves and any
statutory limitations on their use. The second categories of reserves are those that the Council is not able to use to provide services. This
category of reserves includes reserves that hold unrealised gains and losses where amounts would only become available to provide services if
the assets are sold. It also includes reserves that hald timing differences shown in the Movement in Reserves Statement line 'Adjustments
between accounting basis and funding basis under regulations.

31 March 2015 31 March 2016
£000's Note £000's
785,423 Property, Plant & Eq uipment 12 899,749
605 Heritage Assets 14 301
2,765 Long Term Investments 20 3,770
8,479 Long Term Debtors 21 11,454
797,272 Long Term Assets 915,774

5 Short Term Investments 2

2,269 Assets Held for Sale 15 898
520 Inventories 622
26,858 Short Term Debtors 22 27,434
(11,415} Bad & Doubtful Debt Provision 22 (12,026)
8,650 Cash and Cash Equivalents 5,881
26,887 Current Assets 22,811
(16,052) Short Term Borrowing 23 {14,658)
!23,026! Short Term Creditors 24 !28,200!
(39,078) Current Liabilitles {42,858)
{3,957) Praovisions 25 (4,3086)
(328,038} Long Term Borrowing 23 {325,119)
(222,376) Other Long Term Liabilities 26 (170,657)
(119) Capital Grants Receipts in Advance 32 {80)
(554,490) Long Term Liabilities (500,162}
— —_——
230,591 Net Assets 395,565
{24,678) Usable Reserves 28 (30,427)
(205,913) Unusable Reserves 29 (365,138)
{230,591} Total Reserves {395,565}

The unaudited accounts were issued on 30th June 2016 and were authorised for issue ond $eptember 2015.

"/H:-’_-%

Jim Lamond (CPFA)
Head of Council Resources
4% September 2016
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Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during the reporting period. The statement shows
how the Council generates and uses cash and cash equivalents by classifying cash flows as operating, investing and financing activities. The
amount of net cash flows arising from operating activities is a key indicator of the extent to which the operations of the Council are funded by

way of taxation and grant income or from the recipients of services provided by the Council.

2014/15 2015/16
£000's £000's
(6,272) Netdeficit/(surplus) on the provision of services 20,052

(42,283) Adjustments to net surplus or deficit on the provison of services for (63,129)
non-cash movements (Note 33)
Adjustments foritems included in the netsurplus or deficit on the
23,640 provision of services thatare investing and financing activities 24,539
{Note 34) —
(24,915) Net Cash flow from Operating Activities (18,538}
Investing Actlvities
39,188 Purchase of property, plantand equipment 50,486
(359} Proceeds from short term investments {439)
{20,319) Other receipts from investing activities (26,912)
!2,962! Proceeds from the sale of property, plant and equipment (3.682)
15,548 Netcash flows from investing activities 19,453
Flnancing Activities
(89,079) Cash receipts of shortand long term borrowing {21,916)
1184 Cash payments for the reduction of the outstanding liabllity relating 1060
' to finance lease and on-Balance Sheet PFl contracts !
93,492 Repayments of short and long term borrowing 19,310
- New loans made 3,400
5597 Netcash flow from financing activities 1,854
(3,770) Net decrease or{increase)in cash and cash equivalents 2,769
{4,880) <Cash and cash equivalents atthe beginning of the reporting peried (8,650)
58,650) Cash and cash equivalents at the end of the reporting period (5,881)
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NOTES TO THE ACCOUNTS
Note 1 General Accounting Policies

i. General Principles

The Statement of Accounts summarises the Authority’s transactions for the 2015/16 financial year and its position at the year-end of 31 March
2016. The Authorlty Is required to prepare an annual Statement of Accounts by the Local Authority Accounts {Scotland) Regulations 2014,
which section 12 of the Local Government in Scotland Act 2003 require to be in accordance with proper accounting practice. These practices
primarily comprise the Code of Practice on Local Authority Accounting in the United Kingdom 2015/16 and the Service Reporting Code of
Practice {SeRCOP) 2015/16 supported by International Financial Reporting Standards (IFRS) and statutory guidance issued under Section 12 of
the 2003 Act.

The accounting convention adopted in the Statement of Accounts Is principally historical cost, modified by the revaluation of certain categories
of non-current assets and financial instruments,

ii. Accruals of Income and Expendlture
Activity is accounted for in the year that it takes place, not simply when cash payments are made or received.
In particular:

Revenues from the sale of goods is recognised when the Authority transfers the significant risks and rewards of ownershi p to the purchaser
and itis probable that economic benefits or service potential associated with the transaction will flow to the Authority,

Revenues from the provision of services is recognised when the Authority can measure reliably the percentage of completion of the
transaction and it is probable that economic benefit or service potential associated with the transaction will flow to the Authority.

Supplies are recorded as expenditure when they are consumed — where there Is a gap between the date supplies are received and their
consumption, they are carried as inventories on the Balance Sheet,

Expense-s-in-relation-to-services—received-(including'serviceS'provldE‘d'by employees) are recorded as expenditure when the services are
received rather than when the payments are made.

Interest receivable on investments and payable on borrowings is accounted for respectively as income and expenditure on the hasis of the
effective interest rate for the relevant financial instrument rather than the cash flows fixed or determined by the contract.

Where revenue and expenditure have been recognised but cash has not been received or paid, a debtor or creditor for the relevant amount is
recorded in the Balance Sheet. Where debts may not be settled, the balance of debtors is written down and a charge made to revenue for the
income that might not be collected.

lii. Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of not more than 24 hours.
Cash equivalents are highly liquid investments that mature in no more than three months or less from the date of acquisition and that are
readily convertible to known amounts of cash with insignificant risk of change in value.

In the Cash Flow statement, cash and cash equivalents are shown net of bank overdrafts that are repayable on demand and form an integral
part of the Authority's cash management.

iv. Charges to Revenue for Non Current Assets

Services, support services and trading accounts are debited with the following amounts to record the cost of holding non-current assets during
the year:

Depreciation attributable to the assets used by the relevant service

Revaluation and impairment losses attributable on assets used by the service where there are no accumulated gains In the
Revaluation Reserve against which the losses can be written off.

The Autharity is not required to raise Council Tax to fund depreciation, revaluation and impairment losses or amortisation, However, it is
required to make an annual contribution from revenue to contribute towards the reduction in its overall borrowing requirement equal to
loans fund principal charges. Depreciation, revaluations and impairment losses and amortisation are therefore replaced by the contribution in
the General Fund Balance by way of an adjusting transaction with the Capital Adjustment Account in the Movement in Reserves Statement for
the difference between the two.
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v. Employee Benefits

Benefits Payable during Employment

Short-term employee benefits are those due to be settled wholly within 12 months of the year-end. They inciude such benefits such as wages
and salaries, paid annual leave and paid sick leave, bonuses and non-monetary benefits for current employees and are recognised as an
expense for sarvices in the year in which employees render sesvice to the Authority. An accrual Is made for the cost of holiday entitlements {or
any form of leave e.g. time of in [ieu) earned by employees but not taken before the year end which employees can carry forward into the next
financial year. The accrual is made at the wage and salary rates applicable in the following accounting year, being the period in which the
employee takes the benefit. The accrual is charged to the Surplus or Deficit on the Provision of Services, but then reversed out through the
Movement in Reserves Statement so that holiday entitlements are charged to revenue in the financial year in which the holiday absence
oceurs.

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Authority to terminate an cfficer’s employment before the normal
retirement date or an officer’s decision to accept voluntary redundancy in exchange for those benefits and are charged on an accruals basis to
the appropriate service or, where applicable, to the Non Distributed Costs fine in the Comprehensive Income and Expenditure Statement at
the earlier of when the Authority can no longer withdraw the offer of those benefits or when the Authority recognises costs for a restructure,

Where termination benefits involve the enhancement of pensions, statutory provisions require the General Fund balance to be charged with
the amount payable by the Autharity to the pension fund or pensioner in the year, not the amount calculated according to the relevant
accounting standards. In the Movement in Reserves Statement, appropriations are required to and from the Pensions Reserve to remove the
notional debits and credits for pension enhancement termination benefits and replace them with debits for the cash paid to the pension fund
and pensioners and any such amounts payable but unpaid at the year-end.

Post Employment Benefits

Employees of the Authority are members of two separate pension schemes:

The Teachers’ Pension Scheme, administered by the Scottish Public Pensions Agency {SPPA).

The Local Government Pensians Scheme, administerad by the Lottiram Pension Fundoperated by the-City-of Edinburgh-Council:

Both schemes provided defined benefits to members (retirement lump sums and pensions), earned as employees worked for the Authority.
However, the arrangemenits for the teachers’ scheme mean that liabilities for these benefits cannot ordinarily be identified specifically to the
Authority. The scheme is therefore accounted for as if It were a defined contributions scheme and no liability for future payments of benefits is
recognised in the Batance Sheet. The education service line in the Comprehensive income and Expenditure Account is charged with the
employer’s contributions payable to Teachers’ Penslons in the year.
The Local Government Pension Scheme
The Local Government Scheme is accounted for as a defined benefits schemae:
The liabilities of the Lothian Pension Fund attributable to the Authority are included in the Balance Sheeton an actuarial basis using the
projected unit method -i.e. an assessment of the future payments that will be made in refation to retirement benefits earned to date by
employees, based on assumptions about mortality rates, employee turnover rates, etc, and projected earnings of current employees.
Liabilities are discounted to their value at current prices, using a discount rate of 3.5%
The assets of the Lothian Pension Fund attributable to the Authority are included in the Balance Sheet at their fair value :

e Quoted securities -current bid price

e  Unquoted securities -professional estimate

* Unitised securities -current bid price

*  Property -market value.
The change in the net pension liability is analysed into the following components:

Service cost comprising:

e  Current service cost — the increase in liabilities as a result of years of service earned this year — allocated in the Comprehensive
Income and Expenditure Statement to the services for which the employees worked
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*  Pastservice cost - the increase in liabilitles Is a result of a scheme amendment or curtailment whaose effect relates to years of service
earned in earlier years — debited to the Surplus or Deficit on the Provision of Services in Comprehensive Income and Expenditure
Statement as part of Non Distributed Costs

®  NetInterest on the net defined benefit liabiiity {asset}, i.e. net interest expense for the authority — the change during the period in
the net defined benefit liability {asset) that arises from the passage of time charged to the Financing and Investment Income and
Expenditure line of the Comprehensive Income and Expenditure Statement — this is calculated by applying the discount rate used to
measure the defined benefit obiigation at the beginning of the period to the net defined benefit liability {asset) at the beginning of
the period — taking into account any changes in the net defined benefit liability (asset) during the pericd as a result of contribution
and benefit payments

Remeasurements comprising:

¢ The return on plan assets — excluding amounts included in the net interest on the net defined liability {asset) — charged to the
Penslons Reserve as Other Comprehensive Income and Expenditure

*  Actuarial gains and losses — changes in the net pensions liability that arise because events have not coincided with assumptions
rnade at the last actuariaf valuation or because the actuaries have updated their assumptions - charged to the Pensions Reserve as
Other Comprehensive Income and Expenditure

*  Contributions paid to the Lothian Pension Fund — cash paid as employer’s contributions to the pension fund in settlement of
labilities; not accounted for as an expense.

In relation to retirement benefits, statutory provisions require the General Fund Balance to be charged with the amount payable by the
Authority to the Pension Fund or directly to pensioners in the year, not the amount calculated according to the relevant Accounting Standards.
In the Movernent in Reserves Statement, this means that there are transfers to and from the Pensions Reserve to remove the notional debits
and credits for retirement benefits and replace them with debits for the cash paid to the Pension Fund and pensieners and any such amounts
payable but unpaid at the year end. The negative balance that arises on the Pension Reserve thereby measures the beneficial impact to the
General Fund of being required to account for retirement benafits on the basis of cash flows rather than as benefits are earned by employees.

Discretionary Benefits

The Authority also has restricted powers to make discretionary awards of retirement benefits in the event of ea rly retirements. Any liabilities
estimated to arise as a result of an award to any member of staff {including teachers) are accrued in the year of the decision to make the
award and accounted for using the same policies as are applied to the Local Government Pension $cheme.

vi. Financial Instruments
Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Authority becomes a party to the contractual provisions of a financial
instrument and are Initfally measured at fair value and are carried at their amortised cost. Annual charges to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure Statement for interest payable are based on the carrying amount
of the liabllity, multiplied by the effective rate of interest for the instrument. The effective interest rate is the rate that exactly discounts
estimated future cash payments over the life of the instrument to the amount at which it was originally recognised.

For most of the borrowings that the Authority has, this means that the amount presented in the Balance Sheet is the outstanding principal
repayable (plus accrued interest) ; and interest charged to the Comprehensive Income and Expenditure Statement is the amount payable for
the year according to the loan agreement.

Galns and losses on the repurchase or eariy settlement of borrowing are credited and debited to the Financing and investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement in the year of repurchase/settlement. However, where repurchase
has taken place as part of a restructuring of the loan portfolio that involves the modification or exchange of existing instruments, the premium
or discount is respectively deducted from or added to the amortised cost of the new or modified loan and the write-down to the
Comprehensive Income and Expenditure Statement is spread over the life of the loan by an adjustment to the effective interest rate.

Where premiums and discounts have been charged to the Comprehensive Income and Expenditure Statement, regulations allow the impact gn
the General Fund Balance to be spread over future years. The Authority has a policy of spreading the gain/loss over the term that was
remaining on the loan against which the premium was pavable or discount recelvable when it was repaid. This can lead to a difference in the
amounts charged to the Comprehensive Income and Expenditure Statement compared to the net charge required against the General Fund
Balance. This difference is managed by a transfer to or from the Financial Instruments Adjustment Account in the Movement in Reserves
Statement.
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vii. Financial Assets

Financial assets are classified into two types:

Loans and receivables -assets that have fixed or determinable payments but are not quoted in an active market
Available-for-sale assets -assets that have a quoted market price and/or do not have fixed or determinable payments.
Loans and Receivables

Loans and receivables are recognised on the Balance Sheet when the Authority becomes a party to the contractual provisions of a financial
instrument and are initially measured at fair value. They are subsequently measured at their amortised cost. Annual credits to the Financing
and Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement for interest receivable are based on
the carrying amount of the asset multiplied by the effective rate of interest for the instrument. For the loans that the Authority has made, this
means that the amount presented in the Balance Sheet is the outstanding principal receivable {plus accrued interest) and interest credited to
the Comprehensive Income and Expenditure Statement is the amount receivable for the year in the loan agreement.

If assets are identified as impaired because of a likelihood arising from a past event that payments due under the contract will not be made,
the asset is written down and a charge made to either the relevant service for receivables specific to that service or to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement. The impairment is measured as the
difference between the carrying amount and the present value of the revised future cash flows discounted at the asset’s original interest rate.

Any gains and losses that arise on derecognition of the asset are credited/debited to the Financing and Investment Incorme and Expenditure
line in the Comprehensive Income and Expenditure Statement.

Available for Sale Financial Assets

Thase assets are recognised on the Balance Sheet when the Authority bacomes a party to the contractual provisions of a financial Instrument
and are initially measured and carried at fair value. Where the asset has fixed or determinable payments, annual credits to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement for interest receivable are based on the
—amortised-cost-ofthe-asset-multiplied-by-the affective-rate-of-interast-for-the-instrument..Where_ there are.no fixed or determinable payments,
income e.g. dividends is credited to the Comprehensive Income and Expenditure Statement when it becomes receivable by the Authority.

Assets are maintained in the Balance Sheet at fair value. Values are based on the following techniques:
+ Instruments with quoted market prices —market price
s Other instruments with fixed and determinable payments — discounted cash flow analysis
*  Equity shares with no quoted market prices — independent appraisal of company valuations

The inputs to the measurements techniques are categorised in accordance with the following three levels:
e Level 1inputs — quoted prices (unadjusted) in active markets for identical assets that the Authority can access at the measurement
date
s Level 2 inputs —inputs other than quoted prices included within level 1 that are observable for the asset, either directly or indirectly
* Level 3 inputs — unobservable inputs for the asset

Changes in fair value are balanced by an entry in the Available for Sale Reserve and the gain/less is recognised in the Surplus or Beficit on
Revaluation of Available For Sale Financial Assets. The exception is where impairment losses have been incurred — these are debited to the
Financing and Investment income and Expenditure line in the Comprehensive Income and Expenditure Statement, along with any net gain or
loss for the asset accumulated in the Available For Sale Reserve.

If assets are identified as impaired because of a likelihood arising from a past event that payments due under the contract will not be made, or
fair value falls below cost, the asset is written dewn and a charge made to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement.

Any gains and losses that arise on derecognition of the asset are credited or debited to the Financing and Investment Income and Expenditure
line in the Comprehensive Income and Expenditure Statement along with any accumulated gains or losses previously recognised in the

Available For Sale Reserve.

Where fair value cannot be measured reliably, the instrument is carried at cost less any impairment losses.
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viii, Government Grants and Contributions

Whether paid on account, by instalments or in arrears, government grants and third party contributions and donations are recognised as due
to the Authority when there is a reasonable assurance that the Authority will comply with the conditions attached to the payments and grants
or contributions will be received.

Amounts recognised as due to the Council are not credited to the Comprehensive Income and Expenditure Statement until conditions attached
to the grant or contribution have been satisfied. Conditions are stipulations that specify that the future economic benefits or service potential
embodied in the asset acquired using the grant or contribution are required to be consumed by the recipient as specified, or future economic
benefits or service potential must be returned ta the transferor.

Monies advanced as grants and contributions for which conditions have not been satisfied are carried in the Balance Sheet as creditors. When
conditions are satisfied, the grant or contribution is credited to the relevant service line (attributable revenue grants and contributions) or
Taxation and Non-Specific Grant Income {non-ring-fenced revenue grants and all capital grants) in the Comprehensive Income and Expenditure
Statement.

Where capital grants are cradited to the Comprehensive Income and Expenditure Statement they are reversed out in the General Fund
Balance in the Movement in Reserves Statement, Where the grant has yet to be used to finance capital expenditure, it is posted to the Capital
Grants Unapplied Reserve. Where it has been applied, it is posted to the Capital Adjustment Account, Amounts in the Capital Grants Unapplied
Reserve are transferred to the Capital Adjustment Account once they have been applied to fund capital expenditure.

i%. Interests in Companies and Other Entities

The Authority has material interests in companies and other entities that have the nature of subsidiaries, associates and joint ventures and
require it to prepare group accounts. In the Authority's own single-entity accounts, the interests in companies and other entities are recorded
as financial assets at cost, less any provision for losses.

X. Inventories

Inventories are included in the Balance Sheet at a value based on latest purchase price. The difference between this practice and that
recommended has no significant or material effect on the financial statements.

Xi. leases

Leases are classified as finance leases where the terms of the lease transfer substantially all the risks and rewards incidental to ownership of
property, plant and equipment from the lessor to the lessee, All other leases are classified as operating leases.

The Authority as Lessee

Finance Leases

Property, plant and equipment held under finance leases is recognised in the Balance Sheet at the commencement of the lease at its fair value
measured at the lease inception or the present value of the minimum lease payments if lower. The asset recognised is matched by a liability
for the obligation to pay the lessor. Lease payments are apportioned between:

A charge for the acquisition of the interest in the property, plant or equipmant — applied to write down the lease liability; and

A finance charge made to the Financing and Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement.

Property, plant and equipment recognised under finance leases is accounted for using the policies applied generally to such assets, subject to
depreciation being charged over the lease term if this is shorter than the asset’s estimated useful life.

The Autherity is not required to raise council tax to cover depreciation or revaluation and impairment losses arising on leased assets. Instead, a
prudent annuai contribution is made from revenue funds towards the deemed ca pital investment in accordance with statutory requirements.
Depreciation and revaluation and impairment losses are therefore substituted by a revenue contribution in the General Fund Balance, by way
of an adjusting transaction with the Capital Adjustment Account in the Movement In Reserves Statement for the difference between the two.

Operating leases
Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure Statement as an expense of the services

benefitting from use of the leased property, plantand equipment. Charges are made on a straight-line basis over the life of the lease, even if
this does not match the pattern of payments {eg if there is a rent-free period at the commencement of the lease).
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The Authority as lessor

Operating Leases

Where the Authority grants an operating lease over a property or an item of plant er equipment, the asset is retained in the Balance Sheet.
Rental income is credited to the relevant service line in the Comprehensive Income and Expenditure Statement. Credits are made on a
straight-line basis over the life of the lease, even if this does not match the pattern of payments {e.g. there is a premium paid at the

commencement of the lease). Initiat direct costs incurred in negotiating and arranging the lease are added to the carrying amount of the
relevant asset and charged as an expense over the lease term on the same basis as rental income.

xii. Overheads and Support Services

The costs of overheads and support services are charged to those that benefit from the supply or service in accordance with the costing
principles of the CIPFA Service Reporting Code of Practice 2015/16 (SeRCOP). The total absorption costing principle is used — the full cost of
overheads and support services are shared between users in proportion to the benefits received, with the exception of:

Corporate and Democratic Care — costs relating to the Authority’s status as a multi-fu nctional, democratic organisation

Non-Distributed Costs —the cost of discretionary benefits awarded to employees retiring early and any impairment losses chargeable on
Assets Held For Sale.

These two cost categaries are defined in 5eRCOP and accounted for as separate headings in the Comprehensive Income and Expenditure
Statement as part of Net Cost of Services.

xiii. Property, Plant and Equipment

Assets that have physical substance and are held for use in the production or supply of services, for rental to others, or for administrative
purposes and that are expected to be used during more than one year are classified as Property, Plant and Equipment.

Recognition

Expenditure of over £6,000 on the acquisition, creation or enhancement of any Property, Plant and Equipment Is capitalised on an accruals
basis, provided that it is probable that the future economic benefits or service potential associated with the item will flow to the Authority and
cost of the item can be measured reliably. Expenditure that maintains but does not add to an asset’s potential to deliver future economic
benefits or service potential is charged as an expense when it is incurred.

Measurement

Assets are initially measured at cost, comprising the purchase price and any costs attributable to bringing the asset to the location and
condition necessary for it to he capable of operating in the manner intended by management.

The Authority does not capitalisa borrowing costs incurred whilst assets are under construction.
Assets are then carried in the Balance Sheet using the following measurement bases:

Infrastructure assets and community assets — depreciated historical cost.

o  Councll Dwellings — current value, determined using the basis of existing use value for social housing (EUV-SH}

+  Other Land & Buildings — current value, determined as the amount that would be paid for the asset in existing use (Existing Use Value
—EUV)

e Vehicles, Plant, Furniture and Equipment —depreclated historical cost.

e Surplus Assets - the current value measurement base is fair value, estimated at highest and best use from a market participant’s
perspective.

Where there is no market based evidence of current value because of the specialist nature of an asset, depreciated replacement cost is used as
an estimate of current value.

Where non-property assets, that have short useful lives or low values {or both), depreciated historical cost basis is used a proxy for current
value.

Assets included in the Balance Sheet at current value are revalued sufficiently regularly to ensure that their carrying amount is not materially
different from the current value at the year-end, but as a minimum every five years, Increases in valuations are matched by credits to the
Revaluation Reserve to recognise unrealised gains. Exceptionally, gains might be credited to the Comprehensive Income and Expenditure
Statement where they arise from the reversal of an impairment loss previously charged to a service revenue account.

35



Where decreases in value are identified, they are accounted for by:

®  Where there is no balance in the Revaluation Reserve or an Insufficient balance, the carrying amount of the asset is written down
against the relevant service fine in the Comprehensive Income and Expenditure Statement

*  Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying amount of the asset is written
down against that balance up to the amount of the accumulated gains

The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, the date of its formal implementation. Gains arising
before that date have been consolidated Into the Capital Adjustment Account.

lmpairment

Assets are assessed at each year-end as to whether there is any Indication that an asset may be impaired. Where indications exist and any
possible differences are estimated to be material, the recoverable amount of the asset is estimated and, where this is less than the carrying
amount of the asset, an impairment loss is recognised for the shortfall.

Where impalrment losses are identified as part of this review or as a result of a valuation exercise, they are accounted for by:

*  Where thare Is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying amount of the asset is written
down against that balance up to the amount of the accumulated gain.

¢ Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount of the asset is written down
against the relevant service line in the Comprehensive Income and Expenditure Statement.

Where an impairment loss is reversed it is credited to the relevant service line in the Comprehensive income & Expenditure Statement, upto
the amount of the original loss, adjusted for depreciation that would have been charged if the loss had not been recognised.

Depreciation

Depreclation is provided for on all Property, Plant and Equipment assets by systematic allocation of depreciable amount over their useful lives.
An exception is made for assets without a determinable finite useful life {Land and certain Community Assets) and assets that are not yet
available for use {Assets under Construction).

—Deprecation is calculated.on-the following-bases:

*  Dwellings and Other Buildings — straight-line allocation over the life of the property as estimated by the valuer

*  Vehicles, plant and equipment - straight-line allacation over the life of the asset as advised by a suitably qualified officer
*  Infrastructure - straight-line allocation

*  Community assets — straight-line allocation over the life of the asset as advised by a suitably qualified officer.

The estimated useful lives are as follows.

Council Dwellings 10-60 years
Other Land and Buildings 5-70 years
Vehicles, Plant, Furniture & Equipment 1-50 years
Infrastructure 5-35 years
Community Assets 5-60 years

Assets under Construction are not depreciated.

Where an item of Property, Plant and Equipment asset has major components, whose cost is significant in relation to the total cost of the item,
the components are depreciated separately.

Revaluation gains are also depreciated, with an amount equal to the difference between current value depreciation charged on assets and the
depreciation that would have been chargeable based on their historical cost being transferred each year from the Revaluation Reserve to the
Capital Adjustment Account.

Disposals and Non-current Assets held for Sale

When it becomes probable that the carrying value of an asset will be recovered principally through a sale transaction rather than its continuing
use, it is reclassified as an asset Held for Sale. The asset is revalued immediately before reclassification and then carried at the lower of this
amount and fair value less costs to sell. Where there is a subsequent decrease to fair value less costs to sell, the loss is posted to the Other
Operating Expenditure line in the Comprahensive Income and Expenditure Statement. Gains in fair value are recognised only up to the amaount
of any previous losses recognised in the Surplus or Deficlt on Provision of Services. Depreciation is not charged on Assets Held for Sale.

Where an asset is disposed of or decommissionad, the carrying amount of the asset in the Balance Sheet is written off to the Gains/Losses on
the disposal of non-current assets line in the Comprehensive Income and Expenditure Statement as part of the galn or loss on disposal.
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Receipts from disposals are credited to Gains/Losses on the disposal of non-current assets line in the Comprehensive Income and Expenditure
Statement as part of the gain or loss on disposal {i.e. netted off against the carrying value of the asset at the time of disposal}. Any revaluation
gains for the asset in the Ravaluation Reserve are transferred to the Capital Adjustment Account.

All capital receipts are credited to the Capital Receipts Reserve, They can then be used for new capital investment or to meet the cost of debt
repayments. Receipts are appropriated to the Reserve from the General Fund Balance in the Movement in Reserves Statement.

The written-off value of disposals is not a charge against Councll Tax, as the cost of non-current assets are fully provided for under separate
arrangements for capital financing. Amounts are approgriated to the Capital Adjustment Account from the General Fund Balance in the
Movement in Reserves Statement.

xiv. Private Finance Initiative (PFI} and Similar Contracts

PFI and stmilar contracts are agreements to receive services, where the responsibility for making available the non-current assets needed to
provide the services passes to the Private Finance Initiative (PFI) contractor. As the Council is deemed to control the services that are provided
under its PFI schemes and as ownership of the non-current assets will pass to the Council at the end of the contract for no additional charge,
the Council carries the non-current assets used under the contracts on the Balance Sheet as part of Property, Plant and Equipment.

The original recognition of these assets at fair value based on the cost to purchase the property, plant and equipment was balanced by the
recognition of a liability for amounts due to the scheme operator to pay for the capital investment.

Non-current assets recognised on the Balance Sheet are revalued and depreciated in the same way as property, plant and equipment owned
by the Council.

The amounts payable to the PFl operators each year are analysed into five elements:

e Fairvalue of the services received during the year — debited to the relevant service in the Comprehensive Income and Expenditure
Statement.

e Finance cost—an interest charge on the outstanding Balance Sheet liability, debited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement.

e  Contingent rent —increases in the amount to be paid for the property arising during the contract, debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expanditure Statement.

% Payment towards llability=applied to-write-down the'Balance-Sheet-liability to-the-PFl-operator:
s Lifecycle replacement costs —a proportion of the amount payable to the PF! operator is posted to the Balance Sheet asa
prepayment and then recognised as additlons ta Property, Plant and Equipment when the relevant works are eventually carried out.

Av. Provisions

Provisions

Provisions are made where an event has taken place that gives the Counci! a legal or constructive obligation that probably requires settlement
by a transfer of economic benefits or service potential, and a reliable estimate can be made of the amount of the obligation. For instance, the
Council may be involved in a court case that could eventually result in the making of a settlement or the payment of compensation,

Provisions are charged to the appropriate service revenue account in the Comprehensive Income and Expenditure Statement in the year that
the Council becomes aware of the obligation, and are measured at the best estimate at the balance sheet date of the expenditure required to
settle the obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision set up in the Balance Sheet. Estimated settlements are reviewed at
the end of each financial year — where it becomes more likely than not that a transfer of economic benefits will not now be required {or a
lower settlement than anticipated is made}, the provision is reversed and credited back to the relevant service revenue account.

Where some or all of the payment required to settle a provision is expected to be met by another party (e.g. from an insurance claimy}, this is

only recognised as income in the relevant service revenue account if it is virtually certain that reimbursement will be received if the obligation
is settled.

xvi. Reserves

Reserves are created by appropriating amounts out of the General Fund Balance in the Movement in Reserves Statement.

When expenditure to be financed from a reserve is incurred, it is charged to the appropriate service revenue account in that year to score
against the Net Cost of Services in the Comprehensive Income and Expenditure Statement. The reserve is then appropriated back into the
General Fund Balance in the Movement in Reserves statement so that there is no net charge against Council Tax for the expenditure.
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Certain reserves are kept to manage the accounting processes for non —current assets and retirement benefits and they do not represent
usable resources for the Councii — these reserves are explained in the relevant policies below.

xvii. VAT

VAT is included as an expense only to the extent that it is not recoverable from Her Majesty's Ravenue & Customs. VAT receivable is excluded
from income.

xviil. Heritage Assets

The aim of the Council’s museums service 1s to preserve and present the Council's Cultural & Heritage assets and to enable communities and
individuals to engage with these assets as a resource for enjoyment, education and information. Heritage assets are recognised and measured
{including the treatment of revaluation gains and losses) in accordance with the Council’s accounting policies on Property, Plant and
Equipment. However, some of the measurement rules are relaxed in relation to heritage assets as detailed below.

The Council's collection of oil paintings is reported in the Balance Sheet at insurance valuation which is based on market values. Valuations are
obtained every five years. The paintings are deemed to have indeterminate lives and a high residual value: hence the Council does not
considerate appropriate to charge depreciation. The remainder of the Council's collection relates to generic soclal history, which is not
believed to be of any material value. All of the collections are relatively static and acquisitions are rare. Where they do occur they are initially
recognised at cost.

xviv. Fair Value Measurement
The authority measures some of its non financial assets such as surplus assets at fair value at each reporting date. Fair value Is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement

date. The fair value measurement assumes that the transaction to sell the asset or transfer the liability takes place either:

a) Inthe principal market for the asset or liability, or;
b) In the absence of a principal market, In the most advantageous market for the asset or liability

The authority measures the fair value of an asset or liability using the assumptions that market participants would use when pricing the asset

—orliability;assuming that market participants act in their economic best interest,

When measuring the fair value of a non-financial asset, the authority takes into account a market participant’s ahility to generate economic
benefit by using the asset in its highest and best use or by selling it to another market participant that would use the asset in its highest and
best use,

The authority uses valuation techniques that are approgriate in the circumstances and for which sufficient data is available, maximising the use
of relevant observable inputs and minimising the use of observahble inputs.

lnputs to the valuation techniques in respect of assets and liabilities for which fair value is measured or disclosed in the authority’s financial
statements are categorised within the fair value hierarchy, as follows:

*  Llevel 1-quoted prices (unadjusted) in active markets for identical assets or labilities that the authority can access at the
measurement date

*  level 2-inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or
indirectly

* leve! 3 —unobservable inputs for the asset or liability
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Note 2 Accounting Standards Not Yet Adopted

The following IFRSs have been issued but have not yet been applied in these Fipancial Statements. Their adoption is not expected to have a
material effect on the Financlal Statements unless otherwise indicated:

e IFRS 9 — Financial Instruments. This standard has been issued by the 1ASB with an effective date of 1st January 2018. It is therefore
currently anticipated to be adopted in the 2018/19 code subject to EU adoption of the Standard by the effective date for that Code.
This Standard is unlikely to have a financial impact on the Council as we do not hold investments which would fall within the
available-for-sale class of financial assets.

e IFRS 15 — Revenue from Contracts with Customers. This Standard is effective from 1st January 2018 and is therefore expected to
apply to Local Authorities from 2018/19 {subject to EU adoption in time for the 2018/19 Code). This Standard is unlikely to have a
financial impact on the Council as for many contracts the accounting for revenue will remain unchanged. IFRS 15 will however
introduce substantial new disclosure requirements for material transactions.

s IFRS 16 — Leases. This standard has an effective date of 1st January 2019 which means that, subject to CIPFA/LASAAC'S
considerations of the applicabllity to local authorities (and EU adoption), it will be adopted in the Code in the 2019/20 financial year.
The Standard establishes a new accounting model for lessees in which all leases for substantial assets for more than 12 months will
be accounted for by recognising a “right to use” asset on the Balance Sheet, together with a liability for the present value of the
unavoidable lease payments. In overall terms, this means that leases currently accounted for as operating leases would be treated
similarly to finance leases, but recognising only a proportion of the asset’s overall value.

e Transport infrastructure assets will be recognised as a separate class of property, plant and equipment and measured at depreciated
replacement cost for the first time in the 2016/17 financial statements, in accordance with the CIPFA Code of Practice on Transport
Infrastructure Assets and the recognition, measurement and disclosure requirements of the CIPFA Code of Practice on Local
Autharity Accounting. The value of the highways infrastructure assets at depreciated replacement cost used in the 2014/15 Whole of
Government Accounts was E1,298m. The carrying amount of assets within the 2015/16 Financfal Statements which are expected to
be reclassified as transport infrastructure assets is £61.6m.

Note 3 Critical Judgements Applied

In-applying-the-accou nting-policies set-out.in.Note 1, the Authority has had to make certain judgements about complex transactions or those

involving uncertainty about future events. The critica! judgements made in the Statement of Accounts are:

e  The inclusion of the PFI contract for the refurbishment and facllities management of the six secondary schools as a finance lease
within the Council’s accounts. The accounting policies for PFI schemes have been applied to the arrangement and the asset and
liability associated with this have been recognised on the Council’s Balance Sheet as the Counci! considers that it has the majority of
the risks and rewards of ownership.

e  There is a degree of uncertainty about future levels of funding for [ocal governrﬁent in Scotland. However, the Authority has

determined that this uncertainty is not yet sufficlent to provide an indication that the assets of the Authority might be impaired as a
result of a need to close facilities and reduce levels of service provision.
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Note 4 Future Assumptions

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

The items in the Council’s Balance Sheet at 31 March 2016 for which there is a significant risk of material adjustment in the forthcoming year
are as follows;

Effect if Actual Results Differ from
Assumptions

Estimation of the net liabillty to pay pensions If actual results are different from

depends on a number of complex judgements assumptions there is the potantial

including the discount rate chosen, the rate of for a significant change - either

salary increase, changes in retirement agesand | increasing or decreasing the

mortality rates and expected returns on potential liability.

pension fund assets. The actual figure has

proved to be variable over time and more detail

regarding this has been referred to in Note 27.

Uncertainties

Pensions Liabifity

Property, Plant and Assets are valued and depreciated over their if the useful life of an asset is

Equipment useful lives in line with advice taken from reduced, depreciation increases
external and internal valuers. The current and the carrying amount of the
economic climate makes it uncertain that the asset falls.

Authority will be able to sustain its current
spending on repairs and maintenance, bringing
into doubt the useful lives assigned to assets.
Debtaors At 31 March 2016 the Council had balances of If collection rates were to

£8.9 million relating to Council Tax debt and deteriorate then there would be
£2.6 million relating to Council House rent debt. | deterioration in cash inflows and

_ —The-Council-believes-it-has-provided-for the ~the potential that income would
potential of doubtfu! debts. However, it is not be realisable.

possible that future economic conditions could
have a detrimental Impact on collection rates.

Fair Value When the fair value of assets and liabilities The authority uses quoted prices
Measurements cannot be measured based on quoted pricesin | for similar assets or liabilities in
active markets {i.e. Level 1 inputs), their fair active markets to measure the fair
value is measured using valuation techniques value of some of its non-financial
(e.g. quoted prices for similar assets or assets.
liabilities in active markets). Where possible, If the authority had to refer to
the inputs to these valuation techniques are unobservable inputs to measure

based on observable data, but where this is not | fair value, any significant changes
possible judgement is required in establishing to these unobservable inputs would
fair values. These judgements typicaily include result in a significantly lower or
consideratfons such as uncertainty and risk. higher fair value measurement,
However, changes in the assumptions used
could affect the fair value of the authority’s
assets and liabilities.

Where Level 1 inputs are not available, the
authority employs relevant experts to identify
the most apprepriate valuation techniques to
determine fair value {e.g. valuers).

Further information on fair value measurement
is disclosed in Note 1.
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Note 5 Adjustments between Accounting and Funding Basis under Regulations

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

General Housing Capital

Fund Revenue Receipts Insurance Capital Movement In

Balance Account Reserve Fund Fund Usable Reserves
2014/15 £000's EQ0O's £000's £000's £000's £000's
Depreciation {charged to the Surplus or Deficit on the (19,205) {9,308} - - - {28,513)
Provision of Services) of non-current assets
Impairment and revaluation losses (charged to the Surplus or (1,409) - - - - (1,409)
Deficit on the Provision of Services) of non-currant assets
Capital grant and contributions applied 13,076 7,243 - - - 20,319
Differences re finance leases,stepped loans, premiums and 311 - - - - 311
discounts
Profit on sale of non-current assets 1,047 377 (1,615) - {1,346) (1,537)
Statutory Provision relating to PPP 1,307 - - - - 1,307
Netretirement benefits per1A519 {20,889) (135) - - - {21,024)
Employee - Statutory Adjustments {155) - - - - {155)
Items not debited or credited to the Comprehensive Income & {36} - - - {1,100) (1,136)
Expenditure Statemeant
Loans Fund principal repayments and statutory premia 10,299 2,432 - - - 12,731
Employer's contributions payable to the Lothian Pension Fund 13,743 343 - - - 14,086
Capital expenditure charged againstthe General Fund and 166 1,800 - - - 1,966
HRA balances
Total Adjustments (1,745} 2,752 (1,615) - (2,446) (3,054)
2015/16
Depreciation {charged to the Surplus or Deficiton the (22,388) (9,723) - - - {32,111)
Provision of Services) of non-current assets
Impairment and revaluation losses (charged to the Surplus or (18,137) - - - - (18,137)
Deficit on the Provision of Services) of non-current assets
Capital grant and contributions applied 16,658 3,760 - - - 20,418
Differences re finance leases,stepped loans, premiums and 309 - - - - 309
discounts
Profit on sale of non-current assets 821 (274} - - - 547
Statutory Provision relating to PPP 457 - - - - 457
Netretirement benefits per |AS19 (23,811) {770) - - - (24,581)
Employee - Statutory Adjustments 129 - - - - 129
ltems not debited or credited to the Comprehensive Income - - - - - -
and Expenditure Statement
Loans Fund principal repayments and statutory premia 10,276 2,666 - - - 12,942
Employer's contributions payable to the Lothian Pension Fund 13,667 4169 - - - 14,136
Capital expenditure charged against the General Fund and 90 - - - - a0
HRA balances ‘
Total Adjustments (21,929) (3,872) . - - (25,801)
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Note 6 Taxation and Non-Specific Grant Income

2014/15 2015/16
£000's £000's
(43,476) Council Tax {42,790}
{25,172) Non domestic rates (26,079)
(146,187) Non ringfenced government grants (147,620}
(20,319) Capital grants and contributions {20,418)
{235,154} Total ~__{236,907)

Note 7 Trading Operations

Facility Services

The Facility Services trading operation provides catering, janitorial and cleaning services at locations owned or ma naged by the Council. A
catering service is provided at secondary and primary schools and at some other buildings. The cleaning aperation provides a regular bullding
cleaning service to all departments of the Council. The cumulative position over the three years is a surplus of £0.552 million.

2013/14 2014/15 2015/16

£000's £000°'s £000's

Turnover 8,711 8,480 8,749
Surplus/(Deficit) 65 360 127
3-year Cumulative Surpius - - 552

Praperty Maintenance

Property Maintenance provides property maintenance services. The majority of work is undertaken on the Council's housing stock — including
an increasing amount of work an housing improvements. This trading operation has now been operating for seven years. The cumulative
position over the last three years is now a surplus of £1.306 million.

2013/14 2014/15 2015/16

£000's £000's £000's

Turnover 10,066 10,068 10,614
Surplus/{Deficit) 540 650 116
3-year Cumulative Surplus - - 1,306

Roads Services

Roads Services carrles out a repair and maintenance service to enable the Council to fulfil its statutory obligations. The extent of its work
includes roads network repair and maintenance. This includes routine and cyclical maintenance as well as some capital work. Over the three-
year period the service has a cumulative surplus of £1.855 million and has met the statutory target.

2013/14 2014/15 2015/16

£000's £000's £000's

Turnover 6,997 6,786 7,221
Surplus/{Deficit) 585 731 529
3-year Cumulative Surplus - - 1,855
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— haverepresentation

Note 8 Agency Income and Expenditure

The Councll provides an agency service to Scottish Water. Assoclated income and expenditure is not included within the Council
Comprehensive Income and Expenditure Statement. In 2015/16 £16.9m (2014/15: £16.2m) was paid over to Scottish Water,

The Council shares servicas with other authorities (e.g. special education and social work facilities). The expenditure on these services is
incurred so that the Council can perform its duties rather than the duties of another organisation.

Note 9 Related Parties

The Authority 1s required to disclose material transactions with related parties i.e. bodies or individuals that have the potential to control or
influence the Councll or to be controlled or influenced by the Council. Disclosure of these transactions helps assessment of the extent to which
the Council might have been constrained in its ability to operate independently or might have secured the ability to limit another party's ability
to bargain freely with the Council.

Central Government

Central government — which includes the UK and Scottish governments - has significant influence over the general operations of the Council. It
is responsible for providing the statutory framework within which the Councll operates, provides the majority of its funding in the form of
grants and prescribes the terms of many of the transactions that the Council has with other parties {e.g. council tax bills, housing benefits}.

Members

Members of the Council have direct contral over the Counci's financial and operating policies. The total of members’ allowances paid in
2015/16 is shown in the Remuneration Report.

On 10 March 2015 East Lothian Council approved Partnership Funding for 2015/16 of £1,925,469. Adult Wellbeing payments to Voluntary
Organisations of £1,350,415 were also approved. Of these amounts £716,000 and £224,000 was awarded to organisations in which Members

Further grants of £349,000 were awarded to organisations in which Members have reprasentation.

In all instances the grants were made with proper consideration of declarations of interest. A register of Members' interests is available on the
Council's website. Details of all grants and awards to organisations in which Members have representation are listed below.

Name of Organisation Partnership Adult Other Total Amount
Funding Wellbelng Grants Awarded

£000's £000's £000's £000's

Dunbar & District Twinning Assaciation 1 1
Dunbar Community Development Company 78 78
Dunbar Day Centre 19 13 52
East Lothian Voluntary Organisation Netwoark 23 23
First Step 209 209
Fisherrow Trust 30 30
Haddington Citizens Advice Bureau 206 13 111 330
Haddington Community Development Trust 50 50
Haddington Garden Trust 10 10
Harlawhill Day Centre 106 106
Haddington Twinning Association 1 1
Hollies Day Centre 66 66
John Muir Birthplace Trust 9 9
Lamp of Lothian Trust 20 18 38
Lothian Miners Convalescent Home 5 1 6
Musselburgh Citizens Advice Bureau 108 108
Musselburgh Twinning Assaciation 1 1
Pennypit Trust 99 9 108
Preston, $eton & Gosford Twinning Assoc 1 1
Scottish Seabird Centre 13 10 23
The Bridge Centre 7 37
Tranent Family Fireworks 2 2
716 224 349 1,289
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Entities Controlled or Significantly Influenced by the Council

Entlty Nature of Related Party Relatlonship Payments Payments
In the year In the year
2014/15 2015/16
EODD's £000's
Enjoy East Lothian Charitable organisation registered with 2520 2420
Limited Office of Scattish Charity Regulators !
Companysetup under the Companies Act
Eastlothian investments 2006 with aim of encouraging enterprise and -
commercial activity
Charitable crganisation reglsterad with
B ten Theatre Trust 455 455
runten Iheatre Trus Office of Scottish Charity Regulators
f hi i hs |
Comman Goods Council managc.as assets of historic burghs In B ~
line with statute
i h
Musselburgh Jolnt Racing Unincaorporated organisation whic
organlses raclng on Musselburgh Links under - -
Committee . . -
Minute of Agreement with Council.
Appraximately 48 Trust Funds which are
Trust Funds managed by the Council in line with the - -
. respective trust deeds
Joint Boards Statutery bodies set up by Scottish Ministers 674 669

Integration Jjoint Board

Nature of transactions

Payment for provision

of leisure services

Loans provided to
company

Payment for provision

of ants/fcultural
seivices

Cash balances
refating to normal
operations

Cash balances
relating to normal
operations

Cash balances
relating te narmal
operations
Payments to run
valuation services

Positlon at year-end
2014/15

Debtor
Balances

Creditor
Balances

£000's £000's

151 -

48 -

- {339)

- {2,150)

177 -

- {1,149)

In line with statutory requirements, during 2015/16 the East Lothian Integration Joint Board (1B) was established.

During 2015/16 the Council incurred Chief Officer costs of £23,959 and audit fees of £2,870 relating to the operation of the IJB.

Partnership post. The audit costs are part of the note 10 figure below of £245,000.

Note 10 Audit Costs

Posltion at year-end
2015/16

Creditor
Balances

Debtor
Balances

£000's £000's

63 -

- (295)

- {2,410)

317 -

- {1,245)

KPMG LLP has been appointed as the Council’s external auditor by the Accounts Commission.

Audit Fee 2014/15 2015/16
£000's £000's

Statutory Audit Fee 241 245

Non Audit Services

VAT Claim 35 -
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Note 11 Amounts Reported for Rescurce Allocation Decisions

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

¢ No charges are made in relation to capital expenditure {whereas depreciation, revaluation and impairment losses in excess of the
balance on the Revaluation Reserve and amortisation are charged to services in the Comprehensive Income and Expenditure
Statement.

e  The cost of retirement benefits is based on cash flows (payment of employers pension contributions) rather than current service cost
of benefits accrued in the year.

«  Expenditure on some support services is budgeted for centrally and not charged to service directorates.

The income and expenditure of the Authority’s principal service Directorates recorded in the budget reports for the year is as follows:

2014/15 Childrens Education Council Adult Communities & Development Infrastructure Housing Total
Waellbelng Rescources Wellbelng Partnerships

Departmental Income & Expenditure £000's £000's E000's E000's £000's £000's £000's £000's £000's
Employee Costs 6,074 56,482 8,215 14,089 9,294 7,620 24,210 1,934 127,968
Premises Costs 98 7,316 560 1,562 1,979 2,202 4,866 6,506 25,089
Transport Costs 198 67 23 220 85 160 5,834 16 6,703
Supplies & Services Costs 3,177 8,655 2,709 18,487 8,248 2,760 18,245 691 62,972
Third Party Payment Costs 2,973 4,239 614 19,561 241 3 1,094 14 28,739
Transfer Payments 486 402 390 17 9 - - 551 1,855
Support Services 863 5,333 (6,818) 2,793 (1,343) {3,067) {5,334} 4,313 {3,260}
Capital Charges 45 8,375 770 537 2,426 586 7,954 9,537 30,230
Income (383) {2,383) {2,210) [9,663) (4,857) (4,044) {27,803) {24,359} (75,702)

13,531 BB,586 4,253 47,603 16,082 6,220 29,066 {(747) 204,594
2015/16 Childrens Ecucation Council Adult Communities & Development Infrastructure  Housing Total

Wellbelng Rescourcas—Wellbelng— Partnerships

Departmental Income & Expenditure £000's £000's £000's £000's £000's £000's £000's £000's £000°s
Employee Costs 6,649 58,117 8,778 15,457 10,105 7,982 26,344 2,694 136,126
Premises Costs 95 7,621 526 1,391 1,922 2,273 5,059 7,380 26,267
Transport Costs 194 104 19 206 B3 133 5,789 24 6,552
Supplies & Senvices Costs 3,075 9,386 2,706 18,593 9,038 2,611 19,312 662 65,383
Third Party Payment Cosls 2,740 4,504 261 21,352 265 22 Q74 14 30,132
Transfer Payments 617 367 390 20 26 - - 361 1,781
Support Services 916 5,700 {6,974} 2,395 {1,305} (3,040} (5,439 3,919 (4,329)
Capital Charges {32} 16,478 781 6,613 7,426 505 7,464 10,258 49,494
Income (264}  (2,185) {2,156)  {9,762) (5,386) {3.846) {29,969) (25,594} {79,162}

13,980 100,092 4,331 56,765 22,173 6,640 28,534 {281) 232,244

Recanciliation of Council Management Structure Income and Expenditure to the Surplus or Deficit on the Provision of Services in the
Comprehensive Income and Expenditure Statement.

2014/15 2015/16

£000's £000's
Net Expenditure in the Council Management Structure Analysis 204,594 232,244
Amounts in the CIES notreported to Management 4,792 3,700
Amounts reported to Managementnotincluded in the CIES - -
Cost of Services in the CIES 209,386 235,944
Corporate Amounts (215,658)  (215,892)
{Surplus} / Deficit on Provision of Services (6,272) 20,052
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Note 12 Property Plant and Equipment Movements

Movements In 2014/15

Council  Otherland Vehicles, Piant, Infra- Comm- Surplus Assets Under Total Property,  PF) Assets
Dwellings and Fuintture & structure unity  Assets Con-struction Plantand Included in
buildings Equipment Assets Assets Equipment PPE
£000’s EQOQ's £000's £000's £000's  £000's EOOO's EOOD's £000's
Cost or Valuation
At 1 April 2014 320,160 400,563 36,254 74,920 16,133 63 11,203 859,296 95,361
Additions 20,128 5,857 2,874 6,432 539 - 3,358 39,188 -
AccDep & Imp WO to GCA (2,965) {183) {1} - {3,149)
Revaluation Increases recognised in the - 8,432 - - 517 - 9,009 -
Revaluation decreases recognised in the - (B63) - - {534) {12} - {1,409) -
Derecognition - Disposals (984) {1,248) {25) - - - - {2,257) -
Assetreclassified (to) Held for Sale - {1,420} - - - - - {1,420) -
Other Movements in cost or valuation 1,223 B,947 - - 1,788 (3} {11,456) 499 -
At 31 March 2015 340,527 417,363 39,103 81,352 18,260 47 3,195 899,757 95,361
Accumulated Depreclatlon and Impalrment
At 1 April 2014 - {40,142} (27,361} (19.426) {2,540) {1} {54) {89,524} (8,796)
Depreciation Charge 19,308) [11,937) (3,355) (3,453) 1460) - - (28,513} {2.918)
Acc Dep & Imp WO to GCA - 2,965 - - 184 1 - 3,150
Impairment (reversals) recognised in the - {6} - - - - - {6} -
Derecognition - Disposals 15 995 - - - - - 1,010 -
Other movements In depreciation or impairment [477) 45 [25] - (42} - 48 [451) 81
At 31 March 2015 (s,770) _  (48,080) {30,741) (22,879) [2,858) - {6} {114,334) (11,633)
Net Book Value
At 31 March 2015 330,757 369,283 8,362 58,473 15,402 47 3,099 785,423 83,728
At 1l April 2014 320,160 360,421 8,893 55,494 13,593 62 11,149 769,772 86,565
Movements In 2015/16
Countll  Otherland Vehlcles, Plant, Infra- Comm- Surplus Assets Under Total Property, PFl Assets
Dwellings and Furnlture & structure unity  Assets Con-struction Plantand Included In
buildings Equipment Assets Assets Equipment PPE
£000's £000°s EQOD's E000's £000's  £000's £000's £000's £000's
Cost or Valuatlon
At1April 2015 340,527 417,363 39,103 81,352 18,260 47 3,105 899,757 95,361
Additions 19,612 16,566 3,773 7,010 370 - 2,408 49,739 478
Acc Dep & Imp WO to GCA - {53,950 - - {106} - - (54,056) [34,775)
ﬁevaluat_lon Inereases recognised in the 106 116,031 ; . 114 125 B 116,376 24,700
Revaluation Reserve
Revaluation decreases recognised in the
Surplus/Deficit on the Provision of Sendces ) (16,259) N i i - (1377) (17,636) (4.640)
Derecognition - Disposals (2,460) - {92} - - {37) - (2,589) -
Assetreclassilied (to)}/from Held for Sale - {112} - - - 1,220 - 1,108 -
Gther Movements In cost orvaluation {512) 926 - - (1,301) 887 - - -
At 31 March 2016 357,273 480,565 42,784 88,362 17,337 2,242 4,136 992,629 121,124
Accumulated Depreclation and Impalrment
At 1 April 2015 (9,770} {48,080) {30,741) [22,879) 12,858) - (6) (114,334) {11,633)
Depreciation Charge {9,723) {14,822) {3,434) {3,845} 1287) - - (32,111) {3,025)
AccDep & 'mp WO to GCA - 53,949 - - 106 - - 54,055 14,775
lmpalrmc_snt(reversals) recognised In the 6 {186) ; . B R B (192} .
Revaluation Reserve
Depreci?tl_on written.nutm the Surplus/Deficit on (22) : . ~ R R . {22) .
the provision of services
Impairment {reversals) recognised in the Deficit
on the Provisien of Services - 500} - . . i . {s00) i
Deracognition - Disposals 419 - B2 - - - 1 132 -
Assetreclassified (to)/from Held for Sale - 22 22
Other movements in depreciation or impairment {5} {151) - - 151 - 5 - -
At 31 March 2016 {19,477} {9,768) {34,093) [26,724) (Z,BBQ_ - - {92,950) 117
Net Bock Value
At 31 March 2016 337,796 470,797 8,691 51,638 14,449 2,242 4,136 899,749 121,241
At 1 April 2015 330,757 369,283 8,362 58,473 15,402 47 3,099 785,423 83,728
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Note 13 Property Plant and Equipment

Depreciation

Property, Plant and Equipment is depreciated over their estimated useful lives. The straight- line method has been used over the following
periods:

Council Dwellings 10-60 years
Other Land and Buildings 5-70 years
Vehicles, Plant, Furniture & Equipment 1-25 years
Infrastructure 5-35 years
Community Assets 5-60 years

Assets under Construction are not depreciated.

Capital Commitments

As at 31 March 2016, the Council had entered into a number of contracts for the construction or enhancement of Property, Plant and
Equipment in 2016/17 and future years budgeted to a value of £11.7m. Similar commitments in 2015/16 were £15.9 million. The gross

commitments for the Council's major projects are:

£000’s
Secondary Communication Provision 1,454
Dunbar Primary School - Lochend Campus 1,458
Hallhill housing Development 8,300
Penston House alterations 500
TOTAL 11,712

Revaluations

The Authority carries out a rolling programme to ensure that Council Dwellings and Other Land and Building assets, which required to be
measured at current value, are revalued every five years.

Details of previous and future valuation dates are provided below

Council Dwellings Other Land & Other Land &
Bulldings Buildings
Non Operational Operational
Council Houses & Industrial Lets etc  Portfolio of schools, Mew Build
Garages community centras
etc

Date of last valuation 31/03/2014 31/03/2015 31/03/2016 As completed
Date of nextvaluation 31/12/2018 31/12/2019 31/12/2020

Valuations are carried out by professional firms of chartered surveyors and by Council Estates staff. Valuations of land and buildings are carried
out in accordance with the methodologies and bases for estimation set out in the professional standards of the Royal Institute of Chartered

Surveyors,
The significant assumptions applied in estimating the current values for buildings are that;
s  East Lothian Council has good and clear title to all the subjects under valuation;
¢«  The appropriate planning consents are in place for the subjects to be used for their existing use;
¢ The subjects under valuation are in a state of repair and condition commensurate with their age;
*  Mining operations nor any other environmental matters do not have a material impact on the valuations noted;

¢ No high alumina cement, asbestos, or other deleterious material was used in the construction of any property and that none has
been subsequently incorporated;

e The properties are not subject to any unusual or especially onarous restrictions, encumbrances or outgoings and that good titles can
be shown;
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e The properties and their values are unaffected by any matters which would be revealed by a local search or inspection of any register
and that the use and occupation are both legal;

*  Theinspection of those parts which have not been assessed would not cause an alteration in value;

»  The land and properties are not contaminated nor adversely affected by radon.

Note 14 Heritage Assets

2014/15 2015/16
Art Collection Art Collection
£000's £000's

Cost or Valuation
Net carrying amount at the start of the year 605 605
Additions - 196
Net carrylng amount at end of year 605 801

Note 15 Assets Held for Sale

2014/15 2015/16

£000's £000's
Balance outstanding at start of year 1,190 2,269
Assets newly classified as held for sale 1,370 89
Assets declassified as held for sale - {1,220)
Assets sold {291) (240}
Balance outstanding at end of the year 2,269 898

Note 16 Assets held under lease

Council as Lassea
Operating leases

The Council uses certain items of plant and equipment financed under the terms of operating leases.
The amount paid under these arrangements in 2015/16 was £0.40m {2014/15: £0.37m).

The future minimum lease payments due under non-canceltable leases in future years are:

Minimum Lease Payments

31 a1

March 2015 March 2016

£000's £000's

Not later than one year 344 358
Later than one year and not later than five years 1,304 800
1,648 1,158

Finance Leases
The Council has acquired a number of buildings, street lights and vehicles under finance leases.

The assets acquired under these leases are included within Property, Plant and Equipment at the fallowing net amounts:

48



31 31

March 2015 March 2016

£000's £000's

Qther Land and Buildings 11,221 14,007
Vehicles, Plant, Furniture and Equipment 222 204
11,443 14,211

The Council is committed to making minimum lease payments under these leases comprising settlement of the long-term liability for the
interest in the assets acquired by the Council and finance costs that will be payable by the Council in future years while the liability remains
outstanding. The minimum lease payments are made up of the following amounts:

31 31
March 2015 March 2016
£000's £000's

Finance lease liabilities (Net Present Value

of Minimum Lease Payments)

Current 53 55
Non-Current 1,111 1,108
Finance costs payable in future years 5,793 5,925
Minimum Lease Payments 6,957 7,088

31 March 31 March 31 March 31 March

2015 2016 2015 2016

£000's £000's £000's £000's

Not later than one year 268 283 53 55
Later than one year and not later than five years 1,074 1,132 226 236
Later than five years 5,615 5,879 885 835
6,957 7,294 1,164 1,126

The minimum lease payments do not include rents that are contingent on events taking place after the lease was entered into, such as
adjustments following rent reviews. In 2015/16 £14,700 in contingent rents were payable by the Counclil.

Counclil as lessor

Operating Leases

The Council leases out property under operating leases for the following purposes;

. For the provision of community services such as community centres and sports facilities;

. For economic development purposes to provide suitable affordable accommodation for business.
The future minimum lease payments receivable under non-cancellable leases in future years are:

Minimum Lease Payments

31 31

March 2015 March 2016

£000's £000's

Not later than one year 1,640 1,785
Later than one year and not later than five years 2,326 2,676
Later than five years 20,577 23,609
24,543 28,070
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Note 17 Private Finance initiatives and Similar Contracts

During 2002/03 the Council entered into a thirty year partnership with Innovate East Lothian Ltd for the provision of enhanced secondary
school facilities, a new community centre and swimming poaol and the associated facility management of the various sites.

The assets used to provide services are recognised on the Council's Balance Sheet. Movemants in their value over the year are detailed
in the analysis of the movement on the Property, Plant and Equipment balance in Note 12.

The Council makes an agreed payment each year which is increased annually in line with inflation and can be reduced if the contractor fails to
meet availability and performance standards in any year -but is otherwise fixed. The PPP contract runs until 2035 at which time the facilities
and all operational services revert to full Council management. At this time responsibility for facilities management, maintenance, insurance,
etc will all be transferred back to the Council.

Under the terms of the contract all facilities should be handed back to the Council in the same condition as at the Service Availability Date i.e.
the date the facilities were completed. To achieve this, there will be an increased lifecycle spend over the last five years of the contract
ensuring the facilities are handed back in the appropriate condition. Innovate East Lothian Limited has na right of renewal of the contract.

Payments remaining to be made under the PFI contract at 31 March 2016 are as follows:

Payment for Reimbursement of Interest Total

Services Capital Expenditure :

£000's £000's £000's £000's

Payablein 2016/17 3,571 1,131 2,729 7,431
Payable within 2-5 years 13,954 5,729 10,040 29,723
Payable within 6-10 years 18,985 7,775 10,393 37,153
Payable within 11-15 vears 17,750 11,949 7,454 37,153
Payable within 16-20 years 11,810 14,795 2,484 29,089
Payable within 21-25 years - - - -
Total 66,070 41,379 33,100 140,549

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

31 March 31 March

2015 2016

£000's £000's

Balance atstart of year 43,533 42,402
Payments {1,131} {1,023}
Balance outstanding at year-end 42,402 41,379
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Note 18 Capital Expenditure and Capital Financing

The total amount of capital expenditure incurred in the year Is shown in the table below, together with the resources that have been used to
finance it. Where capital expenditure is to be financed in future years by charges to revenue as assets are used by the Council, the expenditure
results in an increase in the Capital Financing Requirement {CFR), a measure of the capital expenditure incurred historically by the Council that
has yet to be financed. The CFR is analysed in the second part of this note.

31 March 31 March
2015 2016

£000's £000's

Opening Capital Financing Requirement 410,551 411,761
Capital Investment
Property, Plant and Equipment 39,189 49,738

Loans to Housing Associations 1,390 3,550

Sources of flnance

Capital receipts (2,962) (3,605)
Government grants {18,611) (16,801}
Other Contributions {1,916) (4,196)
Direct Revenue Contributions (1,966) (90}
Leans Fund (13,914) (14,017}
Closing Capital Financing Requirement 411,761 426,340

Note 19 Impairment Losses

During 2015716 the Council recognised impairment losses totalling £18.137 million. The majority of this relates to updated building valuations,

The recoverable amount of the assets have been reduced to their value in use and the impairment losses have been charged to the relevant
service lines in the Comprehensive Income and Expenditure Statement.

Note 20 Long Term Investments

31 March 31 March Details
2015 2016
EODO's £000's
Lothian Buses plc 1,946 2,965 East Lothian Council holds 200,000 crdinary

shares representing 3.1% of the share capital.
A dividend is received each year,

East Lothian investments 214 204 The Council's interest, estimated as 40% was
Limited inherited from the farmer Lothian Investments
Board. No dividends are received.

East Lothian Ltand 605 601 Set up in 2000 for the purpose of managing
land to support economic development. The
Council is the sole shareholder. No dividends
are received.

Total 2,765 3,770

Long -term investments are held at fair value, which the Council considers to equal the net assets of the related companies.
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Note 21 Long Term Debtors

In addition to shori-term debt, the Council is owed money by a small number of people and organisations that will be repaid over a period
greater than 1 year.

31 March 31 March Purpose
2015 2016
£000's £000's
Public Private Partnerships - Prepaid lifecycle 1070 772 Prepaid lifecycle replacement costs -
replacement casts ! over 30 years
PPP- Insurance g1 - Contribution paid over 3 years
i i d
Private property owners - common repairs 883 852 Repairs to private property funded by
secured ELC loans
Loans to employees repaid over 3-5
Employees - car/other loans 17 11 pioy P
years
North Berwick Trust - - loan secured on land/Repaid 2015/16
East Lothian Investments 48 4  Loanto berepaid over 3 years
East Lothian Housing Association 6,364 9,801 Loan secured on land and houses
Other 16 14 Loans secured on houses
Total 8,479 11,454

Note 22 Short Term Debtors

Thousands of people and organisations owe the Council money that is due for payment within a year. In summary, the money owed to the
Council on 31 March was:

31 March 2015 31 March 2016

£000s £000's
Central Government Bodies 6,098 6,269
Other local authorities 495 765
NHS bodies 245 354
Public corporations and trading funds 46 -
Other entities and individuals 19,974 20,046
Total 26,858 27,434

Based on past experience and our assessment of collection risks, we have made the following provision against non-payment of these debts:

31 March 2015 31 March 2016

£000's £000's
Taxpayers - Council Tax (6,338) {6,359}
Customers - Goods & Services {2,726) (3,025}
Tenants - Council House Rents {2,351) (2,642)
Total {11,415) {12,026)
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Note 23 Financial Instruments

The borrowings and investments disclosed in the Balance Sheet are made up of the following categories of financial instruments;

The Council did not reclassify any financial assets or liabilities between categories during the year.

Long-Term Current
31 March 31 March 31 March 31 March
2015 2016 2015 2016
£000's £000's £000's £000's
Borrowings
Financial liabilities (principal amount) (325,461} (324,005) {14,776) (13,158)
Accrued interest - - {1,236) (1,500)
EIR & finance leases (2,577) {1,114) {40) -
Total included in borrowings (328,038) (325,119) (16,052) {14,658)
_ Other Long term Liabilities
PFl and finance lease liabilities (41,382) (41,319) (1,076) {1,186)
Total other long term liabilities (41,382) (41,319} {(1,076) (1,186}
Creditors
Financial liabillties carried at contract amount - . {23,026) {28,200}
Total creditors - - (23,026) {28,200)
Investments
Available-for-sale financial assets 2,765 3,770 - -
Total investments 2,765 3,770 - -
Debtors
Loans and receivables - - 5 2
Financial assets carried at contract amounts 8,479 11,454 26,858 27,434
Total debtors 8,479 11,454 26,863 27,436
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Financial Instruments Gains and Losses

The gains and losses recognised in the Comprehensive Income and Expenditure Statement in relation to financial instruments are made up as
follows:

FInanclal Liabilities FInanclal Assets
Liabllities measured at Loans and Available-for-sale
amortised cost recelvables assets  Total
£000's £000's ) £000's  £000's
Interest expense 2,797 13,690 - 16,487
Fee expense 4 - 4
Total expense In Surplus or Deficit on the Provislon of Services 2,797 13,694 - 16,491
Interest income - [507) - [507)
Total income In Surplus or Deflcit on the Provision of Services - {507) - (507}
Net {Gains} / losses on revaluation - - {1,005} (1,005)
Surplus arising on revaluation of financial assets in Other Comprehensive .
Income and Expenditure . - - (1,005) {1,005)
Net galn/{loss) for the year 2,797 13,187 {1,005) 14,979
Financial instruments Gains and Losses 2014/15
Financtal Liabilities : Financial Assets
Liabilities measured at Loans and Available-for-sale
amortised cost receivables assets  Total
£000's £000's £000"s  £000's
Interest expense 2,871 12,948 - 15,819
Fee expense - 20 - 20
Total expense In Surptus or Deflclt on the Provislon of Services 2,871 12,968 - 15,839
Interest income - (462) - (462)
Total Income In Surplus or Deficit on the Provislon of Services - {462) - {462)
Net {Gains) / losses on revaluation - - 610 610
Surplus arlsing on revaluation of financlal assets In Other Comprehensive
Income and Expendlture - - 610 610
Net galn/{loss) for the year 2,871 12,506 610 15,987

Financial Llabilities and Financial Assets — Fair Value

As at 31 March 2016 the Council held £41.656 financial assets and £409.298m financial liabilities. The financial liabilitles are held with PWLB,
PFl and Market lenders. All of these borrowings were not quoted on an active market and a market valuation is not available. To provide a falr
value which provides a comparison to the carrying amount, we have used a financial model valuation provided by Capita Asset Services, This
valuation applies the Net Present Value approach, which provides an estimate of the value of payments in the future in today’s terms as at the
balance sheet date. This is a widely accepted valuation technique commonly used by the private sector. Our accounting policy uses New
Borrowing Rates to discount the future cash flows.
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Credit risk

The Council does not generally allow credit for its custémers, such that £4.736m of the £20.046m balance is past its due date for payment.
The past due amount can be analysed by age as follows:

31 March 31 March

2016 2015

- £000s £000s

Less than three months 1,200 1,563
Three to six months 318 351
Six months to one year 286 315

More than one year 2,490 2,506

Total 4,294 4,735

The Council considers that its maximum exposure to credit risk relating to debtors is reflected in the accounts by the provisions made for
potential bad debts.

The Council initiates a legal charge on property where, for instance, clients require the assistance of sacial services but cannot afford to pay
immediately. The total collateral at 31 March 2016 was £848k,

Liquidity risk

The Council manages its liquidity position through the risk management procedures above {the setting and approval of prudential indicators
and the approval of the treasury and investment strategy reports}, as well as through a comprehensive cash flow management system, as
required by the CIPFA Code of Practice. This seeks to ensure that cash is available when needed.

The Council has ready access to borrowings from the money markets to cover any day to day cash flow need, and the FWLB and money
markets for access to longer term funds. The Council is also required to provide a balanced budget through the Local Government Finance Act
1992, which ensures sufficient monies are raised to cover annual expenditure. There is therefore no significant risk that it will be unable to
ralse finance to meet its commitments under financial instruments.

All sums owing (£27.434m) are due to be paid in less than one year.

Refinancing and Maturity risk

The Council maintains a significant debt portfolio. Whilst the cash flow procedures above are considered against the refinancing risk
pracedures, longer-term risk to the Council relates to managing the exposure to replacing financial instruments as they mature,

The maturity analysis of financial Fabilities is as follows, with the maximum and minimum fimits for fixed interest rates maturing in each period
{approved Council in the Treasury Management Strategy, section 3.4):

Approved Approved Approved maximum  Actual 31 Actual 31

minimum limits maximum limits limits 2016 March 2015 March 2016

£000s £000s £000s

Less than 1 year 0% 20% 67,432 16,052 13,158
Between 1 and 2 years 0% - 30% 101,148 5,738 8,180
Between 2 and 5 years 0% 40% 134,864 35,942 52,409
Between 5 and 10 years 0% 40% 134,864 79,437 54,443
More than 10 years 0% 75% 252,871 206,921 208,971
Total - 344,090 . 337,161

Market risk

Interest Rate risk
The Council is exposed to interest rate movements on its borrowings and investmerits. Movements in interest rates have a complex impact on

the Council, depending on how variable and fixed interest rates move across differing financial instrument periods. For instance, a rise in
variable and fixed interest rates would have the following effects:

Borrowings at variable rates — the interest expense charged to the Comprehensive Income and Expenditure Statement will rise;
Borrowings at fixed rates — the fair value of the borrowing will fall {no impact on revenue balances);

Investments at variable rates — the interest income credited to the Comprehensive Income and Expenditure Statement will rise; and
Investments at fixed rates — the fair value of the assets will fall {(no impact on revenue balances).
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The fair values calculated are as foliows:

FInancial Liabilities 31 March 2015 31 March 2016
Carrying Carrying
amount Fair value amount  Fair value
_ £000's £000's £000's £000's
PWLEB debt 293,845 342,210 293,952 345,629
Non-PWLB debt 46,068 49,709 40,823 51,528
Short term Borrowing 4,174 9,486 5,000 5,001
Short term creditors 23,026 23,026 28,200 28,200
Short term finance lease liability 1,023 1,023 1,186 1,186
Long term finance lease liability 41,381 41,381 41,319 41,319
Total Llabflitles ) 409,517 466,835 410,480 472,863
Financial Assets 31 March 2015 31 March 2016
Carrying Carrying
amount Falr value amount Fair value
£000's £000's £000's £000's
Short term investments 5 . 5 2 2
Long term investments 2,765 2,765 3,771 3,771
Fair Value through the I&E 610 610 {1,005) (1,005)
Short term debtors 26,858 26,858 27,434 27,434
Long term debtors 8,479 8,479 11,454 11,454
Total Assets 38,717 38,717 41,656 41,656

The fair value of the liabilities Is greater than the carrying amount because the Council’s portfolio of loans includes a number of fixed rate loans
where the interest rate payable is higher than the rates available for similar loans in the market at the balance sheet date. This shows a
notional future loss (based on economic conditions at 31 March 2016) arising from a commitment to pay Interest to lenders above current

market rates.

The fair value of Public Works Loan Board {(PWLB) loans of £345.629m measures the economic effect of the terms agreed with.the PWLB

compared with estimates of the terms that would be offered for market transactions undertaken at the Balance Sheet date. The difference
between the carrying amount and the fair value measures the additional interest that the authority will pay over the remaining terms of the
loans under the agreements with the PWLB, against what would be paid if the ioans were at prevailing market rates.

Key risks
The Council’s activities expose it to a variety of financial risks. The key risks are:

¢ Credit risk - the possibility that other parties might fail to pay amounts due to the Council;

*  Liquidity risk - the possibility that the Council might not have funds available to meet its commitments to make payments;

*  Re-flnancing risk - the possibility that the Councll might be requiring to renew a financial instrument on maturity at disadvantageous
interest rates or terms.

s Market risk - the possibility that financial loss might arise for the Council as a result of changes in such measures as interest rates or
stock market movements,’

The Council’s overall risk management programme focuses on the unpredictability of financial markets, and seeks to minimise potential
adverse effects on the resources available to fund services.

Risk management is carried out by a central treasury team, under policies approved by the Council in the annual treasury management
strategy. The Council provides written principles for overall risk management, as well as written policies {covering specific areas, such as
interest rate risk, credit risk, and the investment of surplus cash.

4
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Borrowings are not carried at fair value on the balance sheet, so nominal gains and losses on fixed rate borrowings would not impact on the
Surplus or Deficit an the Provision of Services or Other Comprehensive Income and Expenditure. However, changes in interest payable and
receivable on variable rate borrowings and investments will be posted to the Surplus or Deficit on the Provision of Services and affect the
General Fund Balance. Movements in the fair value of fixed rate investments that have a quoted market price will be reflected in the Other
Compreheansive Income and Expenditure Statement.

The Council has a number of strategies for managing interest rate risk. The Annual Treasury Management Strategy draws together Council’s
prudential and treasury indicators and its expected treasury operations, including an expectation of Interest rate movements. From this
Strategy a treasury indicator is set which provides maximum limits for fixed and variable interest rate exposure. The central treasury team will
maonitor market and forecast interast rates within the year to adjust exposures appropriately. For instance during periods of falling interest
rates, and where economic circumstances make it favourable, fixed rate investments may be taken for longer pericds to secure better long term
returns, similarly the drawing of longer term fixed rates borrowing would be postponed.

According to this assessment strategy, at 31 March 2016, if all interest rates had been 1% higher (with all other variables held constant) the
financial effect would be:

March 2016
EQOOs
Increaseininterest payable on variable rate borrowings 165
Impact on Surplus or Deficit on the Provision of Services 165
Decrease in fair value of fixed rate borrowings liabilities (no impact on the
Surplus or Deficit on the Provision of Services or Other Comprehensive
Income and Expenditure) 38,671

The approximate impact of a 1% fall in interest rates would be as above but with the movements being reversed, These assumptions are
based on the same methodology as used in the Note — Fair value of Assets and Liabilities carried at Amortised Cost

Price.risk

The Council does not generally invest in equity shares or marketable bonds.

However, it does have shareholdings to the value of £3.771m in a number of joint ventures and in local industry. Whilst these holding are
generally illiquid, the Council is exposed to fosses arising from movements in the price of the shares.

As the shareholdings have arisen in the acquisition of specific interests, the Council is not in a position to limit its exposure to price movements
by diversifying its portfolio. Instead it only acquires shareholdings in return for "open book” arrangements with the company concerned so
that the Council can monitor factors that might cause a fall in the value of specific shareholdings.

The shares are all classified as Available-for-Sale, meaning that all movements in price will impact on gains and losses recognised in the
Available for Sate Reserve.

On behalf of the Trusts and Common Good Funds, the Counci does invest in equities and bonds via a professional investment management
company. The investment managers seek to secure and grow the capital value of the funds whilst generating a return on those assets that the

Trusts and Common Goods can use. The choice of investments is at the discretion of the investment managers guided by the underlying
objective of securing the current and longer-term capital value of the funds.

Foreign exchange risk

The Coungil has no financial assets or liabilities denominated in foreign currencies, It therefore has no exposure to loss arising from
movements in exchange rates.
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Note 24 Short Term Creditors

At any financtal year-end we owe money to thousands of people and organisations due for payment within a year. In summary, the money the
Council owed on 31 March was:

31 March 2015 31 March 2016

£000's £000's
Central government bodies {5,315} (6,126)
Other local authorities (2,301} {2,595}
NHS bodies {636) (293)
Public corporations (8) {2)
Other entities and individuals (14,766) {19,184)
Total (23,026) (28,200)

Note 25 Provisions
Included within gross expenditure are the following provisions against known future costs.

Affordable Homes Accumulated Municipal Other Total

Development Fund Absences Fund Mutual Fund Provision
£000's £000's £000's £000's £000's
Balance at 31 March 2015 (248) (3,523) {186) - (3,957)
Provisions made in 2015/16 {390) {3,394} - (484) (4,268)
Amounts used in 2015/16 319 3,523 77 - 3,919
Balance at 31 March 2016 {319) (3,394) {109} {484) {4,306)

“—Affordable Homes Development Fund

Prior to October 2008, any funds raised by reducing the second home or empty property Council Tax discount had been allocated to Registered
Social Landlords (R5Ls) for the development of affordable housing. Under Scottish Government direction, Local Authorities can now'use this
income themselves, disburse these funds to other organisations and individuals, as well as RSLs. Funds not yet allocated are held in this
provision.

Accumulated Absences Fund

The Accumulated Absences Fund relates to benefits that employees raceive as part of their contract of employment, entitlement to which is
built up as they provide services to the Council. The most significant benefit covered by this heading is holiday pay. The cost of providing
holidays and similar benefits is required to be recognised when employees render services that increase thefr entitlement to future
compensated absences. At the end of each financial year the Council accrues for any annual leave and other benefits earned but not taken at
31st March each year. It is expected that these benefits will be used over the coming year.

Municipal Mutual Fund

During the early 1990s, Municipal Mutual Insurance Limited {MMI1}, which was the main insurer of local authorities across the country, ran into
financial difficulties. The MMI business was subsequently acquired by another insurance company with the plan to wind up its activities. Until
this year, the expectation was that there would be a solvent run-down of the business and that there would be sufficient funds to meet all the
current and future insurance ¢laims. During 2012/13 however, East Lothian Council as one of the company’s creditors, was informed that a
solvent run-down Is now unlikely and a prearranged Scheme of Arrangement would be triggered. Under the Scheme the creditors are required
to pay a levy designed to meet the deficit between assets and liabilities. The amount of the levy for East Lothian Council has been assessed as
£100,000.

Othar Provision

A case has been lodged against the Authority. A provision of £484,000 has been made for the possible settlement that the Authority will have
to pay.
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Note 26 Long Term Liabilities

At 31 March the Council held some funds that are linked to agreements that will be implemented in the future.

Details
31 March 31 March
2015 2016
£000°'s £000’'s
Deferred Liabilities - Developers’ Contributions (6,829) (13,281) These amounts represent the payments received

from developers and are linked to future capital
spending. Funding is retained until projectis

completed
Deferred Liabilities - Rental Incomein advance {485) (450) Income to be released over the lease period
Other (632) (612)
PPP and Finance Lease Liabilities (42,402) {41,319} This amount represents the outstanding

obligations the Council has to make payments
under finance and PFl leases. More details are
provided at Note 16 and Note 17.

Net Pensions Liability (172,028) (114,995) The underlying commitment that the Council has to
pay retirement benefits. Recovered from the
Council over future years. More details are
provided at Note 27

Total Long term llabilities (222,3786) {170,657)

Note 27 Defined Benefit Pension Schemes

Participation in Pensions schemes
As part of the terms and conditions of employment of its officers, the Council makes contributions towards the cost of post employment

—— benefits, Althoug these beriafits will notactaally be payable until employees retire; the Council has-a-commitment to-make the-payments for ———
those benefits and to disclose them at the time that employees earn their future entitlement.

The Council participates In the Local Government Pension Scheme, administered by the City of Edinburgh Council as the Lothian Pension
Fund. This is a funded defined benefit scheme, meaning that the Council and employees pay contributions into a fund, calculated at a level
intended to balance the pension liabilities with investment assets.

Arrangements for the award of discretionary post retirement benefits upon early retirement is an unfunded defined benefit arrangement
under which liabilities are recognised when awards are made. No investment assets are built up to meet these pension liabilities and cash has
to be generated to meet actual payments as they fall due.

The Lothian Pension Fund is operated under the regulatory framework for the Local Government Pension Scheme and the governance of the
scheme is the responsibility of the pensions committee of City of Edinburgh Council. Policy is determined in accordance with the pension fund
regulations.

The principle risks to the authority of the scheme are the longevity assumptions, statutory changes to the scheme, structural changes to the
scheme, changes to inflation, bond yields and the performance of the equity investments held by the scheme. These are mitigated to a certain
extent by the statutory requirements to charge the General Fund and Housing Revenue Account the amounts required by statute as described
in the policies note.

Discretionary Post-retirement Benefits

Discretionary post-retirement benefits on early retirements are an unfunded defined benefit arrangement, under which liabilities are
recognised when awards are made. There are no assets built up to meet these pension liabilities.

Transactions relating to retirement benefits

We recognise the cost of retirement benefits in the reported cost of services when employees earn them, rather than when the benefits are
eventually paid as pensions. However, the charge we are required to make against Councll Tax Is based on the cash payable in the year, so the
real cost of post employment/retirement benefits is reversed out of the General Fund and Housing Revenue Account via the Movement in
Reserves Statement. The following transactions have been made in the Comprehensive Income and Expenditure Statement and the General
Fund via the Movement in Reserves Statement during the year:
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2014/15 2015/16

£000's £000's
Comprehensive Income and Expenditure Statement
Cost of Services comprising:
Current service cost 15,294 18,993
Past service costs (including Curtailments) 166 &6
(Gain}/Loss on Settlements - -
Financing and Investment Income and Expenditure
Net interest expense 5,564 5,582
Interest cost - -
Expected return on assets in the scheme - -
Total Post Employment Benefit Charged to the Surplus or 21,024 24,581
Deficit on the Provision of Services
Other Post Employment Benefits Charged to the
Comprehensive Income and Expenditure Statement
Remeasurement of the net defined benefit liability
comprising:
Return on plan assets (excluding the amount 43,478 7,474
included in the net interest expense)
Actuarial gains and losses arising on changes in {21,928) -
demographic assumptions
Actuarial gains and lossas arising on changes in {59,394) 53,573
financial assumptions
Other remeasurement experience 1,539 6,431
Total Post Employment Benefits Charged to the {36,305) 67,478

Comprehensive Income and Expenditure Statement
Movement in Reserves Statement

Reversal of net charges made to the Surplus or Deficit on
the Provision of Services for post employment benefits in 6,938 10,445
accordance with the Code.

Actual amount charged_agalnst_the_General Fund Balance

for pensions in the year
Employers Contributions Payable 14,086 14,136

Pension assets and liabilities recognised in the Balance Sheet

A reconciliation of present value of the scheme assets and liabllities can be presented as follows:

2014/15 2015/16

£000's £000's
Pensions Assets and Liabilities Recognised in the
Balance Sheet
Present value of the defined benefit obligation {602,659} (566,444}
Fair value of plan assets 430,631 451,449

Net liability arising from deflned benefit obligation (172,028} (114,995}
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Tha Reconciliation of the Movements in the fair Value of the scheme assets is as follows:

31 March 2015 31 March 2016

£000's £000°s
Opening Fair Value of scheme assets 369,975 430,631
Interest Income 15,924 13,773
Remeasurement gain/{loss):
Return on plan assets, excluding the amount included in 43,478 7.474
the netinterest expense
Contributions from employer 14,086 14,136
Contributions from employees into the scheme 3,607 3,705
Benefits paid {16,439} {18,270)
Closing Fair Value of Scheme Assets 430,631 451,449

The reconciliation of the present value of the scheme liabilities is as follows:

31 March 2015 31 March 2016

£000's £000's
Reconciliation of Present Value of the Scheme
Liabilities (Defined Benefit Obligation)
Opening Balance at 1 April {498,760) {602,659)
Current Service Cost (15,294) (18,993)
Interest Cost (21,488) (19,355}
Contributions from Scheme participants (3,607) (3,705)
Remeasurement (gains) and losses:
. . . (21,928) -
Actuarial gains/losses arising from
changes-in-demographicassumptions
59,394 53,573
Actuarial gains/losses arising from ( )
changes in financial assumptions
Other 1,539 6,431
{166) (6)
Past Service Cost {incl curtailments)
16,439 18,270
Benefits Paid 6
Closing Balance at 31 March {602,659) {566,444)

Scheme History

The liabilities show the underlying commitments that the Council has in the long run to pay retirement benefits. The total liability of £114.995
million 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 as the deficit wili result in

increased contributions in future years, as assessed by the scheme actuary.

The total contributions expected to be made to the Local Government Pension Scheme by the Council in the year to 31 March 2017 is £12.765
million

Basis for Estimating Assets and Liabilitles

Liabilities have been assessed on an actuarial basis using the projected unit method, an estimate of the pensions that will be payable in future
years dependent on assumptions about mortality rates, salary levels, etc.

The Local Government Pension Scheme liabilities have been estimated by Hymans Robertson, an independent firm of actuaries. The liabilities
for the Lothian Pension Fund at 31st March 2016 have been assessed by rolling forward the value of the liability calculated at the latest formal
valuation date {31st March 2014}, allowing for the different financial assumptions required under the Accounting Standard at the reporting
date.
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The main financlal assumptions in the actuaries’ calculations were:

2014/15 2015/16
Mortallty assumptions
Longevity at 65 for current pensloners
Male 221 221
Female 23.7 237
Longevity at 65 for future pensloners
Male 242 242
Female 26.3 26.3
Rate of inflation
Rate of increasein salaries 4.3% 4.2%
Rate of increasein pensions 2.4% 2.2%
Rate for discounting scheme liabilities 3.2% 3.5%

The following sensitivity analysis demonstrates the potential effect on the defined obligation in the scheme as a result of changes in the
underlying assumptions:

Impact an the Defined Benefit Obligation in the Scheme Approximate Agpproximate
Actuarial Assumptions Sensitivity Analysis % tncrease Monetary
to employer Amount (£000)
0.5% decrease in Real Discount Rate 10% 57,626
1 year increase in member life expectancy 3% 16,993
0.5%increasein Salary increase rate 4% 19,947
0.5% increasein Pension increase rate 6% 36,530

Lothian Government Pension Scheme Assets comprised:
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31 March 2015

31 March 2016

£000's % £000°s %
Local Government Pension Scheme Assats
comprised:
Cash and Cash Equivalents 34,022 8% 27,809 6%
Private Equity 49,934 12% 19,743 4%
Derivatives 660 0% -26 0%
Equity Instruments:
Consumer 60,397 14% 68,753 15%
Manufacturing 50,654 12% 53,245 12%
Energy and Utilities 43,028 10% 35,860 B%
Financial Institutions 315,479 8% 38,237 8%
Health and Care 29,344 7% 30,010 7%
Informatfon Technology 26,932 6% 27,048 6%
Other 19,287 4% 25,840 6%
Sub-total Equity 265,121 61% 278,993 62%
Bonds:
Corporate - 0% - 0%
Government 24,935 6% 29,052 6%
Other 10,620 2% 11,420 3%
Sub-total Bonds 35,555 8% 40,472 9%
Property:
UK Property 28,167 1% 38,617 9%
Overseas Properly 1,367 1% - 0%
Sub-total Property 32,534 2% 38,617 9%
Other Investment Funds:
Equities 4,672 1% - 0%
Bonds - 0% 31,658 1%
Commodities - 0% 1,251 0%
Infrastructure - 0% 30,026 7%
Other — §;133 2% 10,816—— 29 —_—
Sub-total Investment Funds 12,805 3% 45,751 10%
Total Assets 430,631  100% 451,449 100%
Scheme Assets Fair Value
Quoted Prices in Active Markets 345,625 357,380
Prices not Quoted in Active Markets 84,006 94,069
Total 430,631 451,449

Pension schemas accounted for as defined contribution schemes

Teachers employed by the Council are members of the Scottish Teachers' Superannuation Scheme, administered by the Scottish Public
Pensions Agency (SPPA). It provides teachers with defined benefits upon their retirement, and the Council contributes towards the costs by
making contributions based on a percentage of members' pensionable safaries.

In 2015/16, the Council paid £6.92m (2014/15: £5.32m) to the Scottish Teachers Superannuation Scheme in respect of teachers’ retirement
benefits, representing 14.9% of pensionable pay from 1 April 2015 increasing to 17.2% of pensionable pay from 1 September 2015 (2014/15:
14.9%).

The scheme is a defined benefit scheme. Although the scheme is unfunded, Teachers' Pensions use a notional fund as the basis far calculating
the emplayers' contribution rate paid by local education authorities. However, it is not possible for the Council to identify a share of the
underlying liabilities in the scheme attributahle to its own employees. This means it is not possible to identify the extent to which a surplus or
deficit in the scheme may affect the amount of future contributions. For the purposes of this Statement of Accounts, it is therefore accounted
for on the same basis as 2 defined contribution scheme. The Council is responsible for the costs of any additional benefits awarded upon early
retirement outside of the terms of the teachers' scheme. In 2015/16, the Council paid £0.628m {2014/15: £0.671m] to Teachers' Pensions in
respect of these retirement benefits.

Ex-Gratia Scheme
Under Regulation 45 of The Local Government (Discretionary Payments and Injury Benefits) (Scotland} Regulations 1998, the Council awarded

an Ex-Gratia discretionary allowance to retiring employees in respect of service for which they were ineligible to join the pension fund prior to
1986.
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In 2015/16, the Council paid £0.07m {2014/15: £0.07m} to individuals. The estimated value of future liabilities based on actuarial mortality

estimates is £0.727m .

Note 28 Usable Reserves

Movements in the Council’s Usable Reserves are detailed in the Movement in Reserves Statement within the Core Financial Statements.

General Fund Balance

The General Fund is the statutory fund into which all of the receipts of an Authority are required to be received and which all of the liabilities
are to be met, except to the extent that statutory rules might provide otherwise. These rules can also speclify the financial year in which
liabilities and payments should impact on the General Fund balance, which is not necessarily in accordance with praoper accounting practice.
The General Fund balance therefore summarises the resources that the Council is statutoril

investment at the end of the financial year.

Housing Revenue Account balance

The Housing Revenue Account reflects a statutory obligation to maintain a revenue account for local authority housing provision in line with
the Housing (Scotland) Act 1987. It contains the balance of income and expenditure as defined by the 1987 Act that is available to fund future

expenditure in connection with the Council’s landlord function.

Note 29 Unusable Reserves

y empowered to spend on its services or on capital

31 31

March 2015 March 2016

£000's £000's

Revaluation Reserve (138,504) {249,337}

Available-for-sale Financial Instruments Reserve (1,766) (2,771)
——Pensions-Reserve 172,028 114,995 o

Capital Adjustment Account {245,394} (235,347)

Financial Instruments Adjustment Account 4,200 3,928

Employee Statutory Adjustment Account 3,523 3,394

Total {205,913) (365,138)

Revaluation Reserve

The Revaluation Reserve contains the gains made by the Council arising from increases in the value of its Property, Plant and Equipment

and Intangible Assets. The balance is reduced when assets with accumulated gains are;

. Revalued downwards or impaired and the gains are lost
. Used in the provision of services and the gains are consumed through depreciation; or
. Disposed of and the gains are realised.

The Reserve contains only revaluation gains since 1 April 2007, the date that the Reserve was created. Accumnulated gains arising before that

date are consolidated into the balance on the Capital Adjustment Account.
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31 March 31 March

2015 2016

£000's £000's

{134,846) Balance at 1 April {138,504}

(9,715) Upward revaluation of assets (121,184)

1,848 Downward revaluation of assets and impairment not 4,641
charged to the Surplus/Deficit on the Provision of Services

(7,867) Surplus or deficit on revaluation of non-current assets not {116,543)

posted to the Surplus or Deficit on the Provision of Services

3,809 Difference between fair value depreciation and historical 5,457
costdepreciation

400 Accumulated gains on assets sold or scrapped 253

{138,504) Balance at 31 March !249,337)

Available for Sale Financial Instruments Reserve

The Avallable for Sale Financial Instruments Reserve contains the gains made by the Council arising from increases in the value of its
investments that have quoted market prices or otherwise do not have fixed or determinable payments. The balance is reduced when
investments with accumulated gains are;

. Revalued downwards or impaired and the gains are lost; or
. Disposed of and the gains are realised.
31 March 31 March
2015 2016 —
£000's £000's
(2,376) Balance at 1 April {1,766)
- Upward revaluation of investments (1,005)

610 Downward revaluation of investments not charged to the -
Surplus/Deficit on the Provision of Services
510 (1,005)

- Accumulated gains on assets sold and maturing assets -
written out to the Comprehensive Income and
Expenditure Statement as part of Other Investment
Income

{1,766} Balance at 31 March j2,771!
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Penslons Reserve

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

31 March 31 March

2015 2016

£000's £000's

128,785 Balance at 1 April 172,028

36,305 Actuarial gains or losses on pensions assets and (67,478)
liabilities

21,024 Reversal of items relating to retirement benefits debited 24,581

or credited to the Surplus or Defict on the Provision of
Services in the Comprehensive Income and Expenditure

Statement

(14,086) Employer's pensions contributions and direct payments (14,136}
to pensioners payable in the year

172,028 Balance at 31 March 114,995
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Capital Adjustment Account

The Capital Adjustment Account absorbs the timing differences arising from the different arrangements for accounting for the consumption of
non-current assets and for financing the acquisition, construction or enhancement of those assets under statutory provisions. The Account is
debited with the cost of acquisition, construction or enhancement as depreciation, impairment losses and amortisations are charged to the
Comprehensive Income and Expenditure Statement {with reconciling postings from the Revaluation Reserve to convert current and fair value
figures to a historical cost basis). The Account is credited with the amounts set aside by the Counci! as finance for the costs of acquisition,
construction and enhancement. The Account also contains revaluation gains accumulated on Property, Plant and Equipment before 1 April
2007, the date the Revaluation Reserve was created to hold such gains. '

31 March 31 March
2015 2016
£000’'s £000's
(236,269} Balance at 1 April (245,394}
28,513 Charges for depreciation of non-current assets 32,111
1,409 Revaluation and impairmentlosses on Property, Plant 18,137
and Equipment

1,137 Assets written off on disposal or sale (800)
31,059 49,448
(3,809) Adjusting amounts written out of the Revaluation Reserve (5,457)
27,250 Net amounts written out of the cost of non-current assets 43,991

consumed in the year

——————

Capital Financing applied in the year

__ (20,319)_Capital grants and contributions credited to the (20,418)

Comprehensive Income and Expenditure Statement that
have been applied to capital financing

(14,090) Statutory provison for the financing of capital investment (13,436)
charged against the General Fund and HRA balances

{1,966) Capital expenditure charged against the General Fund (90])
and HRA balances

(36,375) (33,944}

!245,394[ Balance at 31 March (235,347)
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Financial Instruments Adjustment Account

The Financial Instruments Adjustment Account absorbs the timing differances arising from the different arra ngements for accounting for
income and expenses relating to certain financial instruments and for bearing losses or benefitting from gains per statutory provisions.

The Council uses the Account to manage premiums paid on the early redemption of loans. Premiums are debited to the Comprehensive
Income and Expenditure Statement when they are incurred, but reversed out of the General Fund Balance to the Account in the Movement in
Reserves Statement. Over time, the expense is posted back to the General Fund Balance in accordance with statutory arrangements for
spreading the burden on council tax. In the Council’s case this period is the unexpired term that was outstanding on the loans when they were
redeemed.

31 March 31 March
2015 2016
£000's ) £000's
4,459 Balance at 1 April 4,200
(3) Premiums incurred in the year and charged to the Comprehensive {16)
Income and Expenditure Statement
{256) Proportion of premiums incurred in previous financial years to be {256}
charged against the General Fund Balance in accordance with statutory
provisions
(259) Amount by which finance costs charged to the Comprehensive Income {272)

and Expenditure Statement are different from finance costs chargeable

in the year in accordance with statutory provisions

4,200 Balance at 31 March 3,928

Employee Statutory Adjustment Account

The Employee Statutory Adjustment Account absorbs the differences that would otherwise arise on the General Fund Balance from accruing
for compensated absences earned but not taken in the year e.g. annual leave entitlements carried forward at 31 March. Statutory
arrangements require that the impact on the General fund Balance Is neutralised by transfer from the Account.

31 March 31 March
2015 2016
£000's £000's
3,368 Balance at 1 April 3,523
(3,368) Settlement or cancellation of accrual made atthe end of the {3,523)
preceding year
3,523 Amount accrued at the end of the current year 3,394
155 Amount by which officer remuneration charged to the (129)

Comprehensive Income and Expenditure Statement on anaccruals
basis is different from remuneration chargeable in the year in

accordance with statutory requirements

3,523 Balance at 31 March 3,394
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Note 30 Transfer to and from Earmarked Reserves

Mid and East Workforce Devolved School Cost Reduction

Lothian Drugs & Development Management Fund

Alchohol Project Balances Balances
£000's £000's £000's £000's
Balance at 31 March 2014 192 - 490 3,542
Transfers Out during 2014/2015 - - (228) {460}
Transfers In during 2014/2015 171 181 - -
Balance at 31 March 2015 363 181 262 3,082
Transfers Out during 2015/16 - (56} {42) {85)
Transfers In during 2015/16 92 150 - -
Balance at 31 March 2016 455 275 220 2,997

Note 31 Grant Income
The Council credited the following grants, contributions and donations to the Comprehensive Income and Expenditure Statement in 2015/16.

2014/15 2015/16

£000's £000's

Credited to Taxation & Non-Speclfic Grant Income
General Capital Grant (11,297) (11,484)
Sporting Facilities (5) -
~—--Contributions-from-developers: (1,466) —{3,498)
Mortgage to Rent scheme/Housing Grants (7,502) (3,760)
Other Grants & Contributions {49) {1,676)
Total (20,319) (20,418)

Credited to Services

Housing Benefit Subsidy/Admin Grant & Housing

26,565 25,783
Payments/Department for Work & Pensions ( ) ( )

Resource Transfer Funds/NHS (3,163) (3,226)
Criminal Justice Grant/Criminal Justice Authority (1,354) (1,213)
Leader Programme/ European Union {(134) (160)
Housing Benefit Administration Subsidy/Department for

. (463) -
Work & Pensions
Change Funds (654) {723)
Private Sector Housing Grant/Scottish Government (628) (628)
Funding for Drugs & Alcohol Teams/NHS {746) (818)
HEEPS (455} (978)
Educational Maintenance Allowance Funding/Scottish (359) (335)
Government
Active Schools/Sports Scotland (261) (233)
Determined to Succeed (141) -
Developing Youth Scotland - (460)
Youth Music Initiative - (339)
Total (34,923) (34,896)
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Note 32 Capital Grant Receipts in Advance

The Council has received a number of grants and contributions that have yet to be recognised as income as they have conditions attached to
them that may require the monies or property to be returned to the giver. The balances at the year-end are as follows.

2014715 2015/16
£000's £000°'s
Capital Grants & Contributions Receipts in Advance

Sport Scotland {119) -
National Health Service {80)
Total (119) {80}

Note 33 Cash Flow Statement -Adjustments to net surplus or deficit on the provision of services for

non-cash movements

2014/15 2015/16

£000's £000's

Depreciation (28,513) (32,111)
Impairments and downward valuations (1,409) (18,137)
Carrying amount of non-current assets held for sale, sold or derecognised {1,538) {2,904)
Net charges made for retirerent benefits in accordancewithlAs19__ ——-{21;024) {24;581)
Employer's contributions payable to the Lothian Pension Fund 14,086 14,136
Increasein revenue long term-debtors & liabilities 684 (296}
(Increase}/Decrease in provisions 8,609 {960)
Increasef{Decrease) In inventories {151} 108
{Increase}/Decrease in revenue creditars (8449) 1,039
{Decrease)/Increase in revenue debtors (12,178) 577
Total (42,283) (63,129)

Note 34 Cash Flow Statement -Adjust for items included in the net surplus or deficit on the provision of services that are

investing and financing activities
2014/15  2015/16

£000's £000's
Proceeds from capital grants 20,319 20,418
Proceeds from short-term investments 359 439
Pr ds fi sale of PPE, Assets H for Sal
oceeds from saleo sets Held for Sale 2,962 3,682
and other non-current assets
Total 23,640 24,539

Note 35 Material Items of Income and Expense
Where items are not disclosed on the fate of the Comprehensive Income and Expenditure Statement (CI&ES), the Council is required to

disclose the nature and amount of material items. Material items of expenditure charged to servicas in the year are shown in the
table below.
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2014415 2015/16

Depreciation charged on assets 238,513 32,111
Impairments and downward valuations 1,409 18,137
HouslIng Benefit Paid 25,753 25,634
Unitary Charge/PPP payments to contractor 9,077 9,079

Material items of income credited to service revenue accounts within the CIES largely relate to grants and contributions and these are
disclosed in Note 31. Subsidy income in relation to the payments of Housing Benefit {included in the table above) is also disclosed at Note 31.

Note 36 Fair Value Hierarchy

Details of the authority’s surplus assets and information about the fair value hierarchy as at 31" March 2015 and 31" March 2016 are as

follows:

Quoted prices in active Other signiflcant  Significant Fair value as
markets for Ildentical observable Inputs unobservable at 31 March
assets {Level 1} {Level 2) Inputs{Level 3} 2016
Recurring fair value
measurements using: £000's £000's £000's £000's
Non-Financial Assets 2,242
Total 2,242

2014/15 Comparatlve Figures

Quoted prices in active Other significant Signlficant Falr value as
markets for identical observable inputs unobservable at 31 March
assets {Level 1) {Level 2) Inputs{Level 3) 2016
—.——Recurring fair.value — e
measurements using: £000's £000's £000's £000's
Non-Financial Assets 3,848
Total 3,848

Valuation Techniques used to Determine Leve! 2 Fair Values for Non Financial Assets

Significant Observable Inputs — Level 2
The fair value for the properties has been based on the market approach using current market conditions and recent sales prices and other

relevant information for simifar assets in the local authority area. Market conditions are such that similar properties are actively purchased and
sold and the level of observable inputs are significant, leading to the properties being categorised at Level 2 in the fair value hierarchy.
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Housing Revenue Account

The Housing Revenue Account reflects a statutory obligation to maintain a revenue account for local authority housing provision in line with
the Housing (Scotland) Act 1987. The following statement shows how much the Councit spent in fulfilling its statutory responsibility to provide,
improve and manage its Housing Stock.

2014/15 2015/16
£000's £000's
Income

(23,285) Dwelling rents {24,569)
{412)  Non-dwelling rents {428)
{527) Service charges {435)
(135) Other Income (108)
{24,359) Total Income (25,540)

Expenditure

7,528 Repairs and Maintenance 7,447
5,023 Supervision and Management 5,786
9,308 Depreciation and Impairments of Non-Current Assets 9,723
229 Increase in the Allowance for Bad Debts/Debt Write-offs 512
1,489 Other expenditure 1,791
23,577  Total Expenditure 25,259
(782) Net Expenditure/Income of HRA Services as Included in the Whole Authority {281)

Comprehensive Income and Expenditure Statement

34 HRA Services Share of Corporate and Democratic Core 148

o —.____Net Expenditure/income.of HRA Services
{748) {133)

HRA share of the Operating Income and Expenditure Included in the Comprehensive
Income and Expenditure Statement:

(377) (Gain)/Loss on sale of HRA Non-Current Assets 274
4,982 Interest Payable and Similar Charges 5,739
(35) HRA Interestand Investment Income {25)
135 Pensions Interest Cost and Expected Return on Pensions Assets 160
{7,243) Capital Grants and Cantributions (3,761)
(3,286) {Surplus({/Deficit for the year on HRA Services 2,254

72



Movement on the HRA Statement

73

2014/15 2015/16
£000's £000's
{2,056) Balance on the HRA at the End of the Previous Year {4,041)
{3,286) Surplus/Deficit for the Year on the HRA Income and Expenditure Statement 2,254
2,752 Adjustments between Accounting Basis and Funding Basis under the Legislative Framework (3,872)
{534) Net {Increase)/Decrease in the Balance before Transfers to or from Reserves (1,618)
995 HRA Balance Transferred to General Services 995
(2,446} Transfers into HRA from Capital Fund -
{1,985} Increase/Decreaseinyear on the HRA 623
(4,041) Balance an the HRA at the End of the Current Reporting Period {4,664)
Note to the Movement of the HRA Statement
2014715 2015/16
£000's £000's
Adjustments between Accounting Basis and Funding Basis under Regulations
{9,308) Depreciation and impairment of fixed assets {5,723}
7,243 Capital Grant and Contributions Applied 3,760
377 Gain or loss on sale of HRA fixed assets (274}
135 Net charges made for retirement benefits in accordance with 1AS 19 160
T (1,823) - (8,397
Items not included in the HRA Account but included In the movement on HRA Balance for the year
343 Employer's contributions payable to the Lothian Pension Fund (141)
2,432 Loans fund principal 2,666
1,800 Capital expenditure funded by the HRA -
4,575 2,525
2,752 Net additlonal amount required by statute to be debited to the HRA Balance for the year (3,872)



Council Tax Income Account

The Council Tax Income Account shows the net income raised from the Council taxes levied under the Local Government Finance Act 1992. The
tax level depends on the value of the property. Certain prescribed dwellings are exempt and discounts are given to eligible taxpayers i.e. single

occupants, A Council Tax benefit schame is available to assist taxpayers on a low income.

2014/15
£000's

{(52,598) Gross Coundl Tax Levied and Contributions in Lieu

Adjusted For:

5,420 Council Tax Reduction Scheme
29 Discounts for Prompt Payment
4,294 Other Discounts and Reductions

{703) Provision for Non C

(43,558)

ollection

82 Adjustments to Previous Years' Council Tax

(43,476) Transfer to General

The Council Tax base is calcuiated a

Charge for Each Band (£}

Effective Properties
__RatiotoBand D

Band D Equivalents
Provision for non-payment (2%)

Council Tax Base

Council Tax Base

Fund

s follows;

A
745.08

942
.__B/9

869.26 993.44 1117.62 1365.98 1614.34

7,734

_7/9

c

13,025
8/9

2015/16

£000s

(53,112}

5,156

4,333
772

(42,851)

61

{42,790)

COUNCIL TAX BAND

D

5,237
-9/9

E

5,359
11/9

F

4,435
13/9

G

H Total

1862.70 2235.24

3,523
15/9

605 40,860
18/9 o ——

628

6,015

11,578

5,237

6,550

6,406

5,872

1,210 43,496
(870)

42,626

Dwellings are valued by the Assessor and placed in a valuation band ranging from the lowest "A" to the highest "H". The Council Tax charge is
calculated using the Council Tax Base i.e. Band D equivalents. The value is then decreased or increased dependent upon the band of the

dwelling.

A full council tax charge assumes there are two or more adults, aged 18 or over, living in a property as their main home. If orily one adult

lives in a house and it is their sole or main residence, the charge may be reduced by 25%.

Charges for water and sewerage are the responsibility of Scottish Water. East Lothian Council collects total monies and makes a payment to
Scottish Water on the basis of collection levels based on a pre-determined formula.
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Non Domestic Rate Income Account

The Non-Domestic Rate Account (Scotland) is an agent's statement that reflects the statutory obligation for billing authorities to maintain a
separate Non-Domestic Rate Account. The statement shows the gross income from the rates and deductions made under statute. The net
income is paid to the Scottish Government as a contribution to the national non-domestic rate pool.

2014/1s 2015/16
£000's £000's
(33,515) Gross Rates Levied & Contributions in Lieu (33,325)
9,164 Reliefs and Other Deductions 9,361

2 Write Offs of Un-collectable Debts & Allowance for Impairment 5
(24,349) Net Non-Domestic Rate Income (23,959)
644 Adjustments to Previous Year National Non-Domestic Rates 1,410

35 Amounts not Reclaimable from the National Non-domestic Rate Pool -
{23,670) Total Non-Domestic Rate Income (before authority retentions) (22,549)

544 Non-Domestic Rate Income Retained by Authority (BRIS) -

{23,126) Contribution to the National Non-domestic Rate Pool {22,549)
{25,172) Contribution from the National Non-domestic Rate Pool (26,079)

Business Rate Incentivisation Scheme {BRIS)

The Business Rate [ncentivisation Scheme permits the authority to retain half of the NDR income which exceeds the income target set by the
Scottish Government. This scheme has been revised and the Authority has had no financial benefit from this scheme in 2015/16.

Rateable Values

An analysis of the rateable values at the beginning of the financial year is detailed below.

Number Rateable Value

£000's

Shops, Offices and other Commercial Subjects 1,662 28,234
Industrial and Freight Transport 852 11,931
Miscellaneous (Schools etc) 861 28,747
3,375 68,912

Rate Level

Occupiers of non-domestic property pay rates based on the valuation of the property within the valuation roll for East Lothian. The non-
domestic rate poundage is determined by the First Minister, and was 49.1p {2014/15: 48.2p) per pound for properties with rateable value of
£35,000 or more and 48p {2014/15: 47.1p) for those with a rateable value of less than £35,000.

From 1 April 2011 levels of rates ralief under the Small Businass Bonus Scheme have been set at 100% for eligible properties with a combined
Rateable Value {RV) of up to £10,000, 50% for those with a combined RV between £10,001 and £12,000 and 25% for those with a combined RV
between £12,001 and £18,000. Additionally, businesses with multiple properties whose cumulative RV is £35,000 or lass will be eligible for
relief of 25% for each property with a rateable value less than £18,000.
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Common Good Account

There are 4 separate Common Good Funds that were inherited from the former Burghs of Dunbar, Haddington, Musselburgh and North
Berwick, and which are used to further the common good of the residents of these areas. Although the Common Good Funds are part of the
Council and follow Council accounting policies, the finances of the Common Good must be kept separate from Council funds.

Movements in Reserves Statement

This statement shows the movement in the year on the different reserves held by the Common Good, analysed between usable reserves i.e.
those that can be applied to fund expenditure and other reserves.

Total
Common  Total Financial Capital Common
Good Usable  Unusable Instruments Revaluation Adjustment Good
Balance Reserves Reserves Adjustment Reserve Account Reserves
£000's  £000's £000's £000's £000's £000's £000's
Balance at 31 March 2015 carried forward (4,960) {4,960} {4,218) (486) (886) {2,8456) (9,178)
Movement in reserves during 2015/16
{Surplus) or deficit on provision of services {474) {474) - - - - (474)
Other Comprehensive Expenditure and Income - - {40} 23 {63) - {40)
Total Comprehensive Expenditure and Income {474) (474) {40} 23 (63) - {514)
Adjustments between accounting basis & funding basis {92) {92) - 92 20 72 -
under regulations
Charges for depreciation of non-current assets {91) {91) a1 - 17 74 -
Impairment/revaluation losses {charged to CI&ES) - - - - 3 (3} -
Profit/loss on sale of non current assets o {1) {1) ! ) - - 1 -
Net Increase/Decrease before Transfers to Earmarked (566} {566) 52 23 {a3} 72 {514)
Reserves
Transfers to/from Reserves - - - - - -
Increase/Decrease in Year (566} (566) 52 23 (43) 72 (514)
Balance at 31 March 2016 carried forward {5,526) (5,526) (4,166) {463} {929) (2,774) (9,692)

The Common Good Funds once again operated at a surplus for the year, generating income from letting properties. Some of that income was
used to maintain the assets and support events in their local communities.
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Comprehensive Income and Expenditure Statement

2014/15 2015/16
£000's £000's
Income
{457} Rents and other income {821)
{457} (821)
Expenditure
1 Employees 2
57 Premises-related expenditure 62
51 Supplies and services 62
131 Third party payments 205
93 Depreciation 91
333 422
(124) Cost of Services {399)
{37) (Gains)/Losses on the disposal of non current assets 17
(90} Financing and investment income and expenditure {92)
(251) {Surplus) or Deficit on Provision of Services {474)
(108) Surplus or deficit on revaluation of Property, Plant and Equipment (63)
{Surplus) or deficit on revaluation of available for sale financial
(57) instruments 23
mmher Comprehensive Income and Expenditure (40)
(416) Total Comprehensive Income and Expenditure (514)

—Balance Sheel - e

31 March 31 March
2015 2016
£000's £000's
2,939 Property, Plant & Equipment 3,295
2,874 Long Term investments 2,806
1,158 Long Term Debtors 1,113
6,971 Long Term Assets 7,214
57 Sundry debtors 71
2,152 Short-term loans 2,410
2,209 Current Assets 2,481
{2) Short-term creditors {3)

{2) Current Liabilities (3)
9‘178 Net Assets 9,692
(486) Financial Instruments Adjustment Reserve {463)
(886) Revaluation Reserve {929)
(2,846} Capital Adjustment Account {2,774)
{4,960) Common Good Fund {5,526)
{9,178) Total Reserves {9,692}
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Non-current Assets

The value of assets changed in the following way:

£000's
Net book value of assets at 31 March 2015 2,939
Movement in 2015/16
Additions 385
Revaluations 44
Depreciation {73)
Impairments
Internal Transfers -
Net book value of assets at 31 March 2016 3,295

Finance Lease

Details of Common Good Finance Leases

The Proceeds from the finance lease are collected over the term of the lease, which creates a long-term debtor. The income receivable on this
debt is:

£000's
Income receivable in 2016/17 243
Income receivable between 2017/18 and 2020/21 972
Income receivable after 2021/22 5,639
S _—m_ R e - -

Fund Analysis
The four separate funds are valued at 31 March 2016 as:

Dunbar Haddington Musselburgh  North Berwick Total

£000's £000's £000's £000's  £000's
Balance brought forward on 1 (58) {465) {4,167) (270) {4,960}
April 2015 '
(Surplus) / Deficit for the the (36} (74) (415) {41} (566)
year
Fund balance as at 31 March {94} (539) (4,582) {311} (5,526)
2016
Net Assets 1,053 614 7,240 785 9,692
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Trust Funds Account

The Council acts as a majority or sale Trustee for 48 trusts, bequests and other funds, which are administered in accordance with the
individual terms.

Movement in Reserves Statement

Accumulated Total Usable Unusable Total Fund
Funds Reserves "Reserves Reserves

For the year ended 31 March 2016 £000's £000's £000's £000's
Balance at 31 March 2015 carried forward ) {2,238) {2,238) {2,506) {4,744}
‘Movement in reserves during 2015/16

Surplus or {deficit} on provision of services (126) (126) - (126}
Other Comprehensive Expenditure and Income - - 208 208
Total Comprehenslve Expenditure and Income (126) (126) 208 82
Ad]l_.lstmenls between accounting basls & funding (12) (12) 12- )
basis under regulations

Net Increase/Decrease before Transfers to (138) (138) 220 . 82
Earmarked Reserves

Transfers toffrom Earmarked Reserves - - - -
IncreasefDecrease [n Year {138) (138} 220 82
Balance at 31 March 2016 carrled forward , (2,376) (2,376) (2,286) {4,662)

Comprehensive Income and Expenditure Statement

2014/15 : 2015/16
£000's £000's
(53) Operating Income {48)

51 Operating Expenditure 42

(2) Cost of Services (6)

(49) (Gains)/Losses on the disposal of non current assets (33)
(84) Financing and Investment income and expenditure (87)
{135) (Surplus) or Deficit on Provision of Services ‘ {126)

(174) {Surplus} or deficit on revaluation of Property, Plant and Equipment

(184) {Surplus} or deficit on revaluation of available for sale financial instruments 208
{358) Other Comprehenslve Income and Expenditure _ 208
{423) Total Comprehensive Income and Expenditure 82
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Balance Sheet
31 March 2015
£000's

750
2,985
100
3,835

1,144

1,144

(235)
(235)

4,744

{2,238)
{2,506)
{4,744}

Trust Funds

Property Plant & Equipment
Long Term Investments
Long Term Debtors

Long Term Assets

Short Term Investments
Short Terin Debtors

Current Assets

Short Term Creditors
Current Llabllitles

Other Long Term Liabilities

Long Term Liabliities
Net Assets

Usable Reserves
Unusable Reserves

Total Reserves

In-year Financial Performance

- ——During-the-year-2015/16, the Trust-Funds - operated-at-a surplus-of-£126,000-{2014/15: surplus of £135,000). The overall-asset book value— ~—

31 March 2016
£000's

737
2,807

96
3,640

1,245

1,245

{1

(1)
{222)
(222}

4,662

{2,376)
{2,286)
(4,662)

decreased from £4.74 million to £4.66 million by 31 March 2016.

Property Asset Valuation

For most Trust property assets, anindependent valuer assesses the value of land and buildings every five years based on the open market value

for existing use.

Market Investment Valuation

Investments are valued each year by the Trusts' investment managers based on the listed market value of each investment on 31 March. The

largest investments held by the Trusts on 31 March 2016 were:

2014/15
£000's

118 UBS Global Assets Mgt US Equity
96 Vanguard Inv Serv 500 Ucits
103 JP Morgan IT Ordinary
76 Shell Ord Shares Euro 0.07
0 CCLA Investment Ma Property Inc
62 Mercantile investment Crd 0.25
D FIL Limited 6.75%
73 The European Inv Ord 0.25
2,457 Other stocks, shares and cash

2,985

2015/16
£000's
111

a8

87

85
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Group Accounts
Group Movement In Reserves Statement

This statement presents the movement in the year in the different reserves held by the combined Group i.e the Council, its associate
companies and subsidiaries.

For the year ended 31 March 2016

Authority's Authority's Share
Authority’s Share of Usable Authority's of Unusable
Own Usable Reserves of Total Total Own Unusable Reserves of
Reserves Subsidiariesand Usable Unusable Reserves Subsldiaries and Total
Page 12 Associates Reserves Reserves Note 29 Assaclates Reserves
£000's £000's £000's £000's £000°s £000°s £000's

Balance at 31 March 2015 {24,678} (8,878) (33,556) (211,623) {205,913) (5,710) (245,179)

Movement in reserves durlng 2015/16

{Surplus) or deficit on provision of services 20,052 (327) 19,725 - - - 19,725

Other Comprehensive Expenditure and Income - - (186,523} {185,026} [1,497) (186,523}

Total Comprehensive Expenditure and Income 20,052 (327) 19,725 (186,523) {185,026) [1,497) (166,798)

Adjustments between Group Accounts and Authority

Accounts - - - - - - -

Net Increase/Decrease before Transfers 20,052 (327) 19,725 (186,523) {185,026) (1,497} (166,798)

Adjustment for Opening Balances - {144) (144} 277 - 277 133

Adjustments between accounting basis & funding

basis under regulations {25,801) (201) {26,002) 26,002 25,801 201 -
_Net Increase/Decrease before Transfers to Other (5,749) (672) (6,421) ({160,244) (159,225) [1,019) (166,665)

Statutory Reserves TS T T e ST T T S S s S e e e - S AN,

[Increase}/Decrease in Year (5,749) (672) (6,421} (160,244) {159,225) (1,019) (166,665)

Balance at 31 March 2016 carrled forward (30,427) {9,550) (39,977} (371,867) (365,138) [6,729]) (411,844)
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Group Comprehensive Income and Expenditure Statement

The Group Comprehensive Income and Expenditure Statement shows how resources have been generated and consumed in theyearin
providing services across the East Lothian Group. The Group includes the Council, its associates and susbsidiaries.

2014/15
Net
Expend-
iture
£000's
5,294
21,234
91,240
12,074
4,424
674
{(782)
2,849
9,533
61,331
1,439
197
209,507
(1,511)

20,746

(235,154)

{6,412}

(6,400)
{9,291}
369
36,305
599

27,982

21,582

12

2015/16
Gross Net
Gross
Expend- Expend-
Income .
iture iture
£000's £000's £000's
Central services 7,959 (4,580) 3,379
Cultural and related services 30,346 (4,994) 25,352
Education services 106,512 (4,055) 102,457
Environmental services 12,080 (877} 11,203
Housing services (non-HRA) 34,650 {30,141) 4,509
Joint Board requisitions 669 - 669
Local authority housing (HRA) 25,461 (25,594) (133}
Planning & development services 5,418 (2,127) 3,291
Roads and transport services 11,089 (535) 10,554
Social Work services 81,067 (10,025) 71,042
Corporate and democratic core 1,876 - i,876
Non-distributed costs 1,385 - 1,385
Cost of Services ' 318,512 (82,928) 235,584
(Gains)/Losses on the disposal of non {563}
current assets
Financing and investment income and 21,382
expenditure
(Surplus) or deficit of discontinued -
operations
Taxation and non specific grant Tncome !236,907!
Deficit on Provision of Services 19,496
.Share of the (surplus).or.deficitonthe. ... .. _ . __ . . . _..__...229._ .
provision of services by Associates
Tax expenses of subsidiaries and -
associates
Group (Surplus) / Deficit 19,725
(Surplus) or deficit on revaluation of (116,608)
Property, Plant and Equipment
{Surplus) on revaluation of available for (785)
salefinancial instruments
Actuarial losses on pension (67,478}
assets/liabilities
Share of other comprehensive income and (1,654)
expenditure of associates.
Other Comprehensive Income and {186,523}
Expenditure
Total Comprehensive Income and (166,798)

Expenditure
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Reconciliation of the Council Surplus / Deficit to the Group Surplus / Deficit

This statement shows how the deficit on the Council’s single entity Comprehensive Income and Expenditure Account reconciles to the deficit
for the year on the Group Accounts.

2014/15 2015/16
£000's £000's

(6,272} Deficit for the year on the Authority Comprehensive 20,052
Income & Expenditure Account

- Deficit for the year in the Group Income & -
Expenditure Account attributable to group entities

12 Associates 229

{140) Subsidiaries (556}

(Surplus) / Deficit for the year on the Group Income

(6,400) & Expenditure Account 19,725

Group Balance Sheet

The Group Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by the East Lothian Group.

31 March 15 31 March 16
EQ00's £000's
788,919 Property Plant & Equipment 903,797
605 Heritage Assets 801
- Assets Held for Sale -
8,019 Lang Term Investments 8,799
626 Investments in Associates 1,857

B - b oY T~ 4 v o T 0.1 =1 ¥ ¥ 1 ) - e
808,101 Long Term Assets 927,957
5 Short Term lnvestments 2
2,269 Assets Held for Sale 898
520 Inventories 622
27,640 Short Term Debtors 28,033
{11,415} Bad & Doubtful Debt Provision {12,026}
9,270 Cash and Cash Equlvalents 6,670
28,289 Current Assets 24,199

- Bank Overdraft -

(12,758) Short Term Borrowing (11,108)
(23,728) Short Term Creditors {28,820}
(36,486) Current Liabllities (39,928)

- Long Term Creditors -

{3,957) Provisions (4,306}
{328,038) Long Term Borrowing {325,119}
{222,611) Other Long Term Liabilities {170,879}

{119} Capital Grants Receipts in Advance (80}
{554,725} Long Term Liabllities {500,384}
245,179 Net Assets 411,844

- Called Up Share Capital ’ -

{33,556) Usable Reserves {39,977}
{211,623) Unusable Reserves {371,867}
{245,179) Total Reserves {411,844)
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Group Cash Flow Statement

The Group Cash Flow includes the cash flows of the Council and its subsidiary companies which include East Lothian Land, the Common Goods,
Trust Funds and Musselburgh Joint Racing Committee.

2014/15 2015/16
£000's £000's
(6,412) Netdeficiton the provision of services 19,496

{41,917) Adjustments to net surplus or deficit on the provison of services fornon- {63,368)
cash movements (Note 5)

23,640 Adjustments foritems included in the net surplus or deficit on the 24,539
provision of services thatare investing and financing activities
(24,6893) Net Cash flow from Operating Activities (19,333)

Investing Activities

39,189 Purchase of property, plant and equipment 50,880

- Purchase of investments 17

- Dividends from joint ventures and associates -

(359) Proceeds from short term investments (487)

{20,320} Other Receipts from investing activitics (26,913)

(2,962) Proceeds from the sale of property, plantand equipment {(3,682)

15,548 Netcash flow from investing activity 19,815

Financing Activities

(89,079) Cash received from shortand long term borrowing (22,021)

1,184 Capital element of finance leases and PFI Contracts 1,060

93,432 Repayments of short and long term borrowing 19,319
—0 Newloans made 3760

5597 Netcash flow from financing activity 2,118

(3.544) Netincrease ordecrease in cash and cash equivalents 2,600

(5,726) Cash and cash equivalents atthe beginning of the reporting period (9,270)

{9,270} Cash and cash equivalents atthe end of the reporting period {6,670)

Notes to the Group Financial Statements

1. Combining Entities

Alongside its investments, East Lothian Council has an interest in a number of associate and subsidiary companies. For the purposes of
consolidation and incorporation within the Group Accounts recognition of these interests has been made as follows.

Z. Associates

The under noted entities along with the relative share have been treated as assaciate companies within the terms of the Code of Practice on
Local Authority Accounting.

The Council has less than 20% of the voting or potential voting power in the Lothlan Valuation Joint Board but has assessed that it has
significant Influence of this organisation requiring inclusicn in the Councii's Group Accounts. This is on the basis of representation on the Joint
Board by East Lothlan councillors and material transactions between East Lothian Council and the Joint Board.

These assocfate companies have been incorporated in line with the draft financial statements made available to East Lothian Council.
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Parcentage Percentage Carrying Value Share of (Surplus) or  Other CIRES

Share 2014/15 Share at 31 March  Deficit on Provision of items for

2015/16 2016 Services for 2015/16 2015/16

£000's £000's £000's

East Lothian Investments 40.00% 40.00% 204 i0 -
Enjoy East Lothian Limited 33.33% 33.33% 2,225 152 {859)
Brunton Theatre Trust 2857% 28.57% 94 {11) -
Lothian Valuation Joint Board 12.50% 12.50% {626) 78 {(795)
Total 1,897 229 (1,654)

The summarised financial information of the various associates for the financial year 2015/16 has been presented below;

(Surplus) or
Assets at the end Liabilities at the Net Assets at the Revenues Deflcit far the

of the year end ofthe year end of the year during year year

£000's £000's £000's £000's £000's

East Lothian Investments 518 {7} 511 (4) 25
Enjoy East Lothian Limited 8,203 (1,528) 6,675 (6,270} 456
Brunton Theatre Trust 429 (101) 328 (1,345} {48)
tothian Valuation Joint Board 2,254 (7,262) {5,008) (8,261) 624

Although disclosed as an associate company Enjoy East Lothian is limited in its ability to transfer financial benefits to East Lothian Council.
Enjoy East Lothian Limited is a registered charity and the Memorandum of Association states that no portion of the income or assets shall be
paid or transferred directly or indirectly by way of dividend, bonus or otherwise howsoever by way of profit to the members of the company.

Likewise, the Articles of Association relating to East Lothian Investments, restrict the payment or transference of income, either directly or
indirectly, by way of dividend, bonus or otherwise, to members of the company.

3. Subsidiaries
The under noted entities are regarded as group subsidiary companies in line with the Code of Practice on Local Authority Accounting. For the

purpases of the Group Accounts this means that the income, expenditure and annual surpluses or deficits of subsidiaries are combined within
income, expenditure and annual surpluses or deficits relating to main council services.

No subsidiaries have been excluded.

The Council Is sole shareholder, at a cost of £800,000, in East Lothian Land Limited, set up in 2000 for the purpose of managing land to support
economic development in East Lothian. The accounts for the last period of trading to 31 March 2016 show net current assets of £602,000
{2015: £605,000), and a loss before taxation of £4,000 (31 March 2015: Loss of £1,000). The company retains all accumulated profits and
losses. No dividend was received. The value of East Lothian Land is included within the Council accounts at the net asset value noted above.

The annual accounts for the Common Good Funds and Trusts are included at pages 76-78.

The net value of the Trusts included within the Group Accounts is £4.66 million. The nature of the assets is explained in a note to the
Supplementary Financial Statemants attached. Aithough included as a subsidiary the Council does not expect a dividend as a result of its
involvement.

In 2011 East Lothian Council, along with the Lothian’s Racing Syndicate Limited agreed a revised Minute of Agreernent relating to the
operation of the Musselburgh Joint Racing Committee. The remit of the Committee is to organise and develop horse racing at Musselburgh
Links. Mo shares are issued. The Council nominates four of the seven Committee members with the other three nominated by the Syndicate.
East Lothian Council inherited an interest in this subsidiary company as a result of local government re-organisation in 1996.

A financial interest exists since the Council may be required to bear any financial losses of the Committee. As no consideration was given for
this interest, there is no goodwill arising from this interest. No dividends will be received. This subsidiary has been incorporated in line with the

financial statements made available to East Lothian Council.

The Individual accounts relating to East Lothian Land and the Musselburgh Joint Racing Committee are available from the Head of Council
Resources, East Lothian Council, John Muir House, Haddington, EH41 3HA,

85



4. Financial Impact of Consolidation

The effect of inclusion of the assoclate and subsidiary companies on the Group Balance Sheet is to increase Net Assets and Reserves by £16.2
million. This is largely due to the valuve of Common Good and Trust Funds property and investment values.

5. Group Cash Flow Statement - Adjustments ta net surplus or deficit on the provision of services for non-cash movements

2014/15 2015/16
£000's - £000's
(28,601) Depreciation (32,214)
(1,422) Impairments and downward revaluations (18,137)
(1,538) Netgains on sale of fixed assets {2,904}
(21,024) Net charges made for retirement benefits in accordance with 1AS 19 (24,581)
14,086 Employer's contributions payable to the Lothian Pension Fund 14,136
1,166 (Increase)/decreasein revenue long term-debtors & liabilities (341)
8,609 Changein Provisions {960)
(151} Change in stock 108
(633) Change in revenue debtors 1,200
(12,409) Changein revenue creditors 325
!41,917! Total {63,368)
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Glossary of Terms

While much of the terminology used in this document is intended to be self explanatory, the following additional definitions and interpretation
of terms may be of assistance to the reader.

1. Accounting Period - The period of time covered by the Accounts -this is a period of 12 months commencing on the first of April.

2. Actuarial Gains and Losses (Pensions) - Changes in actuarial deficits or surpluses that arise because events have not coincided with
previous actuarial assumptions or actuarial assumptions have changed.

3. Asset- Anasset is categorised as either current or non-current. A current asset will be consumed or cease to have material value within
the next financlal year. A non-current asset will provide benefit to the Council and to the services it provides for a period of more than
one year.

4. Associate - An entity in which the council has a participating interest, or over whose operating and financial policies the Council is able to
exercise significant influence.

5. Capital Adjustment Account - This account relates to amounts set aside from capital resources to meet past expenditure.

6. Capital Expenditure - Expenditure on the acquisition of a non-current asset which will be used in providing services beyond the current
accounting perlod, or expenditure which adds to the value of an existing non-current asset.

7. Capital Financing - The various methods used to finance capital expenditure. This includes borrowing, leasing, capital receipts, capital
grants and use of revenue funding.

8. Capital Grants Unapplied - This account holds the grants and contributions received towards capital projects for which the Council has
met the conditions that would otherwise require repayment of the monies but which have yet to be applied to meet expenditure.

9. Capital Receipt - Proceeds from the sale of land or other non-current assets.

10. Capital Receipts Reserve - This reserve represents the proceeds from non-current asset disposals nat yet used and which are available to
meet future capital investment,.

11. Creditor - Amounts owed by the Council for work done, goods received or services rendered within the accounting period, but for which
payment has not been made by the end of that accounting pericd.

12. Current Service Costs (Pensions) - The increase in the present value of a defined henefit scheme's liabilities, expected to arise from
employee service in the current period.

13. Debtor - Amount owed to the Council for works done, goods received or services rendered within the accounting period, but for which
payment has not been received by the end of that accounting period.

14. Defined Benefit Pension Scheme - Pension schemes in which the benafits recelved by the participants are independent of the
contributions paid and are not directly related to the investments of the scheme.

15. Depreciation - The measure of the cost of wearing out, consumption or other reduction in the useful economic life of the Council's non-
current assets during the accounting period, whether from use, the passage of time or obsolescence through technical or other changes.

16. Discretionary Benefits (Pensions) - Retirement awards, which the employer has ne legal, contractual or constructive obligation to award
and are awarded under the council's discretionary powaers.

17. Employee Statutory Adjustment Account - This account absorbs the differences that would otherwise arise on the General fund Balance
from accruing for compensated absences earned but not taken in year. Statutory arrangements require that the impact on the General

Fund Balance is neutralised by transfers to or from the Account.

18. Fair Value - The fair value of an asset is the price at which it could be exchanged in an arm's length transaction, less any grants receivable
towards the purchase of use of the asset,

19. Financial Instruments Adjustment Account - This is a balancing Account to allow for differences in statutory requirements and proper
accounting practices for lending and borrowing by the Council.

20. Finance lease - A lease that transfers substantially all of the risks and rewards of ownership of a non-current asset to the lessee,

21. Government Grants - Grants made by the Government towards either revenue of capital expenditure in return for past or future
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23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38,

39.

40.

41.

compliance with certain conditions relating to the activities of the Council. These grants may be for a specific scheme or may support the
revenue or capital spend of the Council in general.

Heritage Asset - An asset with historical, artistic, scientific, technological, geophysical or envirenmental qualities that s held and
maintained principally for its contribution to knowledge and culture.

Impairment - A reduction in the value of a non-current asset to below its carrying amount on the Balance Sheet
Insurance Fund - This covers the main classes of insurance and is earmarked for insurance purposes

Interest Cost (Pensions) - For a defined benefit scheme, the expected increase during the period of the scheme of liabilities because the
benefits are one period closer to setttement.

Inventories - ltems of raw materials and stock the Council has procured and holds in expectation of future use. Examples are consumable
stores, raw materials and products and services In intermediate stages of completion.

Liability - A liability is where the Council owes payment to an individual or another organisation. A current liability is an amount which wil}
become payable or could be called in within the next accounting period e.g. creditors or cash overdrawn. A long-term liability is an
amount which by arrangement is payable bayond the next year at some point in the future or to be paid off by an annual sum over a
period of time.

National Non-Domestic Rates Pool - All Non domestic Rates collected by local authorities are remitted to the national pool and thereafter
distributed to Councils by the Scottish Government.

Net Book Value - The amount at which non-current assets are included in the Balance Sheaet, i.e. their historical cost or current value lass
the cumulative amounts provided for depreciation.

Non-Current Assets - These are created by capital expenditure incurred by the Council. They include property, vehicles, plant, machinery,
roads, computer equipment, etc.

Non-Distributed Costs - Costs that cannot be allocated to specific services and are, therefore, excluded from the total cost relating to
Service activity in accordance with the Service Reporting Code of Practice. Charges for added pension years and early-retirement are
examples of these costs.

Operating Lease - A lease where the ownership of a non-current asset remains with the lessor,

Past Service Cost (Pensions) - For a defined benefit scheme, the increase in the present value of the scheme liabilities relating to
employee service in prior periods arising in the current period as a result of the introduction of, or improvement to retirement benefits.

Pension Reserve - The Pension Reserve arises from the 1A519 accounting disclosures for retirement benefits and recognises the Council's
share of actuarial gains and losses in the Lothian Pension Fund and the change in the Councils share of the Pension Fund net liability
chargeable to the Comprehensive Income and Expenditure Statement.

Pension Scheme Liabilities - The liabilities of a defined benefit pension scheme for outgoings due after the valuation date. The scheme
liabilities, measured using the "project unit method" reflect the benefits that the employer is committed to provide for service up to the

valuation date.

Post Employment Benefits - All forms of consideration given by an employer in exchange for services renderad by employees that are
payable after the completion of employment {e.g. pensions in retirement}.

Provision - An amount put aside in the accounts for future liabilities or losses which are certain or very likely to occur but the amounts or
dates of when they will arise are uncertain.

Public Works Loan Board (PWLB) - A Central Government Agency, which provides loans for one year and above to Councils at interest
rates only based on those at which the Government can borrow itself.

Rateable Value - The annual assumed rental of a non-housing property, which ts for national Non Domestic Rates purposes.

Related Parties - Entities or individuals that have the potantial to control or influence the Council, or to be controlled. or influenced by the
Council.

Remuneration - All sums paid to or receivable by an employee and sums due by way of expenses allowances {as far as these sums are
chargeable to UK income tax) and the money value of any other benefits received other than cash.
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42,

43,

a4,

45.

i

v
Reserves - The accumulation of surpluses, deficits and appropriation over the past years. Reserves of a revenue nature are available and
can be spent or earmarked at the discretion of the Council. Some capital reserves such as the Revaluation Reserve cannot be used to
maet current expenditure.

Revaluation Reserve - The Revaluation Reserve represents the store of gains on revaluation of fixed assets not yet realised through sale.
Revenue Expenditure - The day-to-day running costs associated with the provision of services.

Subsidiary - An entity over which the Council has overall control through the power to govern its financial and operating policies so as to
obtain benefits from the entity's activities.
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