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MINUTES of MEETING of AUDIT COMMITTEE held in the COUNCIL CHAMBERS, KILMORY,
LOCHGILPHEAD
on FRIDAY, 26 SEPTEMBER 2014

Present: Martin Caldwell (Chair)
Councillor Gordon Blair Councillor lain MacDonald
Councillor Michael Breslin Sheila Hill

Councillor Maurice Corry

Attending: Douglas Hendry, Executive Director — Customer Services
Bruce West, Head of Strategic Finance
Patricia O’Neill, Central Governance Manager
Jane Fowler, Head of Improvement and HR — item 4
Kevin Anderson, Chief Internal Auditor
Grace Scanlon, Grant Thornton
Fiona Mitchell-Knight, Audit Scotland
David Jamieson, Audit Scotland
Russell Smith, Audit Scotland

1. APOLOGIES FOR ABSENCE
Apologies for absence were received from Councillor Richard Trail.
2. DECLARATIONS OF INTEREST

Councillor Maurice Corry declared a non-financial interest in relation to the
external audit report — Review of Scottish Submarine Museum at item 13
in that he was a member of the Argyll and Bute Community Covenant
Partnership, but did not regard the interest as significant.

3. MINUTES

The Minutes of the Audit Committee of 27 June 2014 were approved as a
correct record.

With reference to item 15 — Internal Audit Reports to Audit Committee,
The Chair advised that after attending the Performance Review and
Scrutiny Committee Development Day, it is his understanding that the
Performance Review and Scrutiny Committee need to be given time to
work as a group and it would be better if the joint meeting was held at a
later date.

4. PERFORMANCE MANAGEMENT REPORTING - UPDATE

A report which provided an update on the progress of the council’s
performance management processes and procedures was considered.
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These were agreed by the Committee in June 2013.
Decision

The Committee noted the progress made against the agreed scrutiny
process for the Council’'s performance management system and
procedures.

(Reference: Report by Executive Director — Customer Services, dated 26
September 2014, submitted)

EXTERNAL AUDIT REPORT ON FINANCIAL STATEMENTS - ISA 260
The Committee considered a report by the external auditors which sets
out the key issues emerging from the audit of the financial statements for
2013/14 that require to be reported under ISA260.Consideration was also
given to a separate ISA260 report in relation to the audit of the Council’s
charities.

Decision

The Audit Committee noted the contents of the report and that an audit of
land and asset disposal was scheduled for quarter 3.

(Reference: Report by External Auditors — Audit Scotland, dated
September 2014, submitted.)

TREASURY MANAGEMENT ASSURANCE REPORT

The Committee considered a report which set out information around the
arrangements in place relating to the management controls and risk for
treasury management. The purpose of the report was to provide
assurance to the Committee that appropriate arrangements are in place.

Decision

The Committee noted the Treasury Management Assurance Report.
(Reference: Report by Head of Strategic Finance, dated 26 September
2014, submitted)

ANNUAL RISK ASSURANCE REPORT

A report was considered which provided the Committee with an update on
risk management activity. The report provided assurance to the
Committee that risk management is a live process within the organisation
and it continues to be embedded into day to day management.

Decision
The Committee noted the contents of the report.

(Reference: Report by Head of Strategic Finance, dated 26 September
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2014, submitted)

INTERNAL AUDIT UPDATE SUMMARY

A report that detailed the activity undertaken by Internal Audit in quarter
two was considered. The report provided the Committee with an update
with regards to progress during quarter two against the following areas:

e 14/15 Audit Plan Progress

* Individual Audits undertaken

» Continuous Monitoring Programme Testing
* National Fraud Initiative

* Development Plan

» Performance Indicators.

Decision
The Audit Committee noted the contents of the report.

(Reference: Report by Head of Strategic Finance, dated 26 September
2014, submitted)

INTERNAL AUDIT REPORTS TO AUDIT COMMITTEE

The Committee considered a report which provided executive summaries
and details on the audits that have been undertaken by Internal Audit and
the recommendations that have been identified as a result of these audits.

The Chief Internal Auditor advised the Committee of the improved layout
of the report.

Decision

1. The Committee noted the contents of the reports in respect of the
following audits:-

a) Review of sickness and absence

b) Review of Marine Services

c) Review of Capital Contracts and Operating Leases

d) Review of Risk Management

(
(
(
(
(e) Review of Local Government Benchmarking Framework
(f) Review of NPDO

(9) Review of Insurance

(h) Review of S75 Planning

(i) Review of Crematoriums

(j) Review of Procurement of Utilities
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2. The Committee agreed to the new format of the report.

(Reference: Report by Chief Internal Auditor, dated 26 September 2014,
submitted)

EXTERNAL AUDIT - PROGRESS REPORT ON EXTERNAL AUDIT
PLAN

The external auditors Audit Scotland’s Annual Audit Plan for 2013/14
audit was presented to the Audit Committee on 14 March 2014. The audit
plan set out the key financial risks facing Argyll and Bute Council in
financial year 2013/14. A report providing the progress against the
2013/14 Annual Audit Plan was considered.

Decision
The Committee noted the contents of the report.

(Reference: Report by Audit Scotland, dated September 2014, submitted)

EXTERNAL AUDIT REPORT - REVIEW OF INTERNAL CONTROLS
201314

The Committee considered a report which provided the results of a review
carried out by Audit Scotland to evaluate whether the key internal controls
operating within the main financial systems of the Council are operating
adequately to allow Audit Scotland to take assurance on these systems
for their financial statements audit work in 2013/14.

Decision

The Audit Committee noted the content of the report and the conclusion
reached by Audit Scotland that the Council’s main financial systems are
operating satisfactorily; therefore planned assurance can be placed on
these systems.

(Reference: Report by External Auditors - Audit Scotland, dated 3 July
2014, submitted)

EXTERNAL AUDIT REPORT - REVIEW OF HELENSBURGH CHORD
Audit Scotland submitted a management letter to the Committee reporting
the outcome of additional targeted audit activity. This additional work was
undertaken as a result of correspondence from members of the public. (3
submissions)

Audit Scotland provided an overview of the content within the
management letter which provided opinion on governance and project
management arrangements.

The Chair highlighted that an internal audit of CHORD was scheduled for
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quarter 4 as part of the planned audit programme.
Decision
The Committee noted the content of the management letter.

(Reference: Report by External Auditors — Audit Scotland, dated 21
September 2014, submitted)

EXTERNAL AUDIT REPORT - REVIEW OF SCOTTISH SUBMARINE
MUSEUM

Audit Scotland submitted a management letter to the Committee reporting
the outcome of additional targeted audit activity. This additional work was
undertaken as a result of correspondence from members of the public. (1
submission).

Audit Scotland provided an overview of the content within the
management letter which provided opinion on the governance
arrangements in respect of a funding request to support a Submarine
museum.

The Chair indicated that at his request, work had already taken place with
regards to an approval framework/checklist to support appraisal of funding
requests and the outcome of this would be presented to a future Audit
Committee meeting.

The Chair proposed the introduction of clearer communication protocols
between Internal Audit and Audit Scotland in respect of future reviews.

Decision
The Committee noted the content of the management letter.

(Reference: Report by External Auditors — Audit Scotland, dated 21
September 2014, submitted)

Councillor Michael Breslin left the meeting at the end of discussions on the
above item, and after the decision.

14.

EXTERNAL AND INTERNAL AUDIT REPORT FOLLOW UP 2014-2015
Internal Audit document the progress made by departmental management
in implementing the recommendations made by both External Audit and
Internal Audit. The Committee considered a report which set out the
results from a review performed by Internal Audit for recommendations
due to be implemented by 31 July 2014.

The Committee noted that Internal Audit were content with the reasons
behind services delaying certain recommendations and noted that Internal
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Audit are looking at developing a protocol that limits the number of times
that a target date can be rescheduled.

Decision
The Committee noted the contents of the report.

(Reference: Report by Head of Strategic Finance, submitted, dated 26
September 2014)

AUDIT COMMITTEE DEVELOPMENT DAY ACTION PLAN
The Committee considered a report which provided a progress update in

respect of the Audit Committee Development Day Action Plan for
2014/15.

Decision
The Audit Committee note the contents of the report.

(Reference: Report by Chief Internal Auditor, dated 26 September 2014,
submitted)

DEVELOPMENT OF ASSURANCE MAPPING EXERCISE

The Committee considered a report which set out the process which
Grant Thornton, strategic advisors, and the internal audit team have
adopted to map the Council’s key risks, and the source and level of
assurance that the Council receives on those risks.

Grace Scanlon asked the Committee for their views on the format of the
assurance mapping exercise and a discussion was had on this.

The Vice Chair asked Audit Scotland for their view on the proposed
format. Audit Scotland advised that the format is similar to what is used by
other Councils within Scotland.

Decision

The Committee noted the report and agreed that the format of the
assurance mapping exercise may have to be revisited at a future meeting.

(Reference: Report by Grant Thornton, dated 3 September 2014,
submitted)

AUDIT COMMITTEE EFFECTIVENESS: PRACTICAL GUIDANCE

An introduction paper for discussion in relation to CIPFA’s guidance on
the function and operation of Audit Committees in local authorities which
provides a view of best practice for audit committees in local authorities
throughout the UK was considered.

The Committee discussed the Self Assessment of Good Practice which
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was included in Appendix d. It was agreed that each member of the
Committee should complete the Self-Assessment and return this to
Internal Audit.

Decision
The Committee agreed:-

1. to complete and return the Self Assessment of Good Practice to
Internal Audit by 17 October 2014.

2. to hold an informal discussion on the results of the Self
Assessment of Good Practice at 11am prior to the start of the next
meeting of the Audit Committee.

3. to delay the start time of the next meeting to 12pm to allow for the
informal discussion to take place at 11am.

4. to change the date of the next meeting from Friday 12 December
to Friday 5 December.

(Reference: Report by Chief Internal Auditor, dated 26 September 2014,
submitted)
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ARGYLL AND BUTE COUNCIL AUDIT COMMITTEE

STRATEGIC FINANCE 5 December 2014

INTERNAL AUDIT SUMMARY OF ACTIVITIES

1.1

1.2

EXECUTIVE SUMMARY

This report details the Internal Audit activity undertaken October to December
2014. The objective of the report is to provide an update with regards progress
during Quarter 3 against a number of areas.

Good progress continues to be made. There is clear evidence of improved
interaction and engagement between Internal Audit and Service Management.

e 14/15 Audit Plan progress: Audit plan is currently on track.

¢ Individual Audits undertaken: seven individual audits have been completed
during the period. Of these seven audits, six are rated substantial and one is
rated limited.

e Continuous Monitoring Programme Testing: A number of auditable units
are subject to continuous testing. Reporting is by exception. Management
have responded to previous quarter notifications and there are no outstanding
issues. Issues arising during the current quarter which require management
action are in respect of excessive overtime payments and duplicate NI
numbers. Testing also identified control weaknesses in relation to segregation
of duties and use of system functionality within the Debtors systems.

e National Fraud Initiative: Data mismatches in relation to Council Tax records
have been identified and work has commenced in relation to reviewing each
case. Services have assisted in the data upload for the 2014 — 2015
exercise.

e Development Plan: Progress continues to be made against revised
development plan action points. All items are currently on track.

e Performance indicators: Revised indicators are in place and current status
is on track / green.
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ARGYLL AND BUTE COUNCIL AUDIT COMMITTEE

STRATEGIC FINANCE 5 December 2014

INTERNAL AUDIT SUMMARY OF ACTIVITIES

2.1

3.1

4.1

4.2

INTRODUCTION

This report details the Internal Audit activity undertaken October to December
2014. The obijective of the report is to provide an update with regards progress
during Quarter 3 against a number of areas;

14/15 Audit Plan progress,

Individual Audits undertaken

Continuous Monitoring Programme Testing
National Fraud Initiative

Development Plan

Performance indicators

RECOMMENDATIONS

The Audit Committee is asked to note the content of the report.

DETAIL

The Audit Plan is currently on track. Seven audits have been completed as
detailed at 4.2. In addition a number of audits are also in progress and are at
various stages of completion including Winter Maintenance, Kinship Care and
Flood Risk Control. These will be completed in Quarter 3 and are scheduled for
submission at the March committee.

Audits completed to December are detailed in Table 1.

Table 1: Summary of Audits performed in Quarter 3, 2014/15:

Audit Name Level of | No. of High
Assurance recommendations Recommendations

Airports Substantial 2 0

Customer Service Substantial 7 0

Centre

Flag Substantial 2 0

Income Maximisation | Substantial 3 0

Direct payments

Land and Asset Limited 8 3

Disposal

Leader LAG Substantial 1 0

Pyramid Substantial 7 3
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Audits planned for Quarter 4 are shown in the table below..

Quarter 4

Central Governance

Homecare Services

Business Support

Revenue and Benefits

Chord

Employment and Training

ICT

Adult Learning & Community

Development

Information Security

A number of areas which were previously subject to individual audits now form
part of our continuous monitoring programme. These areas are tested on a
regular basis and detailed reporting will be by exception to Audit Committee.
Standard audit tests are applied relevant to each auditable unit.
notified by memo of any concerns and a follow up process is in place to ensure
active management /rectification of issues raised. Table 2 below summarises
activity to date outlining issues arising and provides a level of assurance.

Table 2: Continuous monitoring programme results:

Clients are

Audit Unit Areas Tested Issues Arising | Assurance | Follow up
Level
Payroll and e Excessive & e Excessive Substantial Payroll
Overtime Regular overtime 7 section to
Overtime instances have review.
e Ghost been
Employees highlighted.
e Starters and e 6 duplicate NI
Leavers numbers were
found.
Debtors e Authorisation of | e Reason for Limited Debtors
Credit Notes issue of credit Supervisor to
note field not review and
completed. re-issue
e Segregation of instructions
Duties. to users.
Creditors e Bank Changes None Substantial
Process
General Ledger e Posting None Substantial
Controls Authorisations
e Segregation of
Duties
Establishment Visits | e Cash None Substantial

e Argyll House
Dunoon

e Queens Hall

Reconciliation’s
e Authorisations
e Procedures
e Roles,
Responsibilities
and Remits
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Audit Unit Areas Tested Issues Arising | Assurance | Follow up
Level

School Fund checks | e Compliance e Use of pre- Substantial Headteacher

e Strachur with  Standard numbered to ensure

e Hermitage Circular  1.10. receipts. compliance.
Academy General e Segregation of Management

e Rosneath Purpose Funds Duties to review

e Rockfield e Record Keeping and update

circular.

e St Columba

® |nveraray

e Rhu

The Audit Commission's NFI team carries out matching work on behalf of Audit
Scotland. The 2014-15 exercise has now commenced and all services have
completed relevant data uploads.

Council Tax data in relation to Council Tax Reduction Scheme has returned a
number of matches and these are currently being reviewed as per the table

below.

A mail run has been completed regarding the matches and the Council Tax
team are processing the returns they have received.

Table 3: National Fraud Initiative Matches:

Datasets Total Matches Status of Responsible
Matches Complete Sample Officer
Match
Testing
Council Tax to | 694 8 Mail  Merge | Revenues
Electoral Complete Supervisor
Register
Council Tax | 147 121 Mail  Merge | Revenues
rising 18’s Complete Supervisor
Total 841 129

This section highlights further progress made against the actions points on our
14/15 Internal Audit development plan. These include improvements identified as
a result of our review against the Public Sector Internal Audit Standards.

Table 4: Internal Audit Development Key Actions:

Area For | Agreed Action Progress Update Timescale
Improvement
e Trainingand |e Formalise our plans On Track: e Ongoing

CPD

for internal audit
training, including
continuing
professional
development (CPD)
requirements.

e Senior Audit
Assistants are signed
up to complete 1A

Diploma qualification.
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Area For | Agreed Action Progress Update Timescale
Improvement
e |nduction e Development of On Track: e 31/12/2014
Programme Induction process for | e Audit Manual is being
new members of staff updated to include
joining the team. induction section
e Audit Plan e 2015/16 Plan to be On Track: e 30/11/2014
Preparation submitted to e Draft Plan submitted
December committee to Committee for
for comment and review.
feedback
e Audit manual |e Development Audit On Track: e 31/03/2015
Manual e Work has
commenced on Audit
Manual
e SharePoint e Creation of Audit On Track: e 31/03/2015
site share point site to co- | e 2 members of staff e Basicsite up
ordinate trained on use. On- operational by
documentation and going weekly deadline then
version control. Track discussion session as continuous
stage progress and to items for inclusion. development.
publish reports. Protocols being
developed

Internal Audit scorecard data is available on pyramid. The indicators are showing
green and / or on track with the exception of Revenue Finance indicator which is
off track due to a year to date overspend in relation to back-filling part year
sickness absence. The undernoted table is an extract of the key information.

Internal Audit Team Scorecard 2014 — 15

FQ2 14/15
TEAM RESOURCES
People
T Percentage of PRDs
arget
complete
PRDs IA Team 90% 100%
Number of eligible Number of PRDs
employees FTE complete FTE
4 4

Financial
Revenue Finance ACTUAL BUDGET G
Year to date £124,562 £106,864 =
Year end £221,753 £221,753
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NEW INTERNAL AUDIT MEASURES
(o)
% of risks within the SRR Actual 37% G
audited in reporting period Target b =
Benchmark
Quarterly meetings held with Actual Yes G
Chair of Audit Committee Target Yes =2
Benchmark Yes
(o)
% satisfaction rates from post Actual 100/’ G
audit surveys Target 80% =
Benchmark 80%
. Actual 100%
0,
lf) Recommendations followed Target 100% -Ci
P Benchmark
(o)
% customer satisfaction with Actual 10(3,/0 G
audit reports Target 80% =
Benchmark 80%
Actual 60% G
Percentage qualified staff Target 60%
Benchmark 60% =
Actual 349hrs G
Internal Audit Training hours Target 375hrs =
Benchmark 0

CONCLUSION

5.1 Good progress is being made across a range of areas. The audit plan is on track
and there are currently no material issues impacting on Internal Audit activity. A
programme of on-going review and continuous improvement is in place.

6. IMPLICATIONS

6.1 Policy - None

6.2  Financial -None

6.3 Legal -None

6.4 HR -None

6.5 Equalities - None

6.6 Risk — Internal Audit continue to adopt a risk based approach

6.7  Customer Service - None

Kevin Anderson, Chief Internal Auditor

For further information contact: Kevin Anderson, Chief Internal Auditor (01369
708505)
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ARGYLL AND BUTE COUNCIL AUDIT COMMITTEE

STRATEGIC FINANCE 5 December 2014

INTERNAL AUDIT REPORTS TO AUDIT COMMITTEE 2014 - 2015

1. EXECUTIVE SUMMARY

1.1 There are seven audits being reported to the Audit Committee. Six audits have
a substantial level of assurance with one being rated as limited assurance.

1.2  Internal Audit provides a level of assurance upon completion of audit work, this
is evaluated as follows:

Level of Reason for the level of Assurance given
Assurance
Internal Control, Governance and the Management of
High Risk are at a high standard with only marginal elements

of residual risk, which are either being accepted or
dealt with.

Internal Control, Governance and the Management of
Risk have displayed a mixture of little residual risk, but
Substantial | other elements of residual risk that are slightly above
an acceptable level and need to be addressed within a
reasonable timescale.

Internal Control, Governance and the Management of
Risk are displaying a general trend of unacceptable
Limited residual risk and weaknesses must be addressed
within a reasonable timescale, with management
allocating appropriate resource to the issues.

Internal Control, Governance and the Management of
Risk are displaying key weaknesses and extensive
residual risk above an acceptable level which must be
addressed urgently, with management allocating
appropriate resource to the issues.

Very
Limited

1.3 The attached reports contain the action plans which detail those
recommendations where Internal Audit in agreement with management has
classified the findings either high or medium. Recommendations classified as
low have been removed.
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A high level summary of each report is noted below:

Airports: This audit has provided a substantial level of assurance with
good evidence of compliance with the procedures set down in the
Aerodrome Operating Manual. The report highlights two areas for further
action being the closure of outstanding audit action points and a
housekeeping issue in respect of records held.

Customer Service Centre: This audit has provided a substantial level of
assurance. Adequate arrangements are in place in respect of monitoring
compliance and performance in relation to Customer Charter measures.
Weaknesses were identified in relation to follow up protocols where service
departments do not have access to Lagan system.

Fisheries Local Action Group (FLAG): This audit provided a substantial
level of assurance. Internal Audit is required to provide an annual report as
part of the supporting evidence in preparation of an Annual Confirmation
certificate. This is a requirement of our agreement with Marine Scotland. The
report highlights two low level issues that were in relation to inconsistencies in
project referencing and procurement.

Income Maximisation - Direct Payments: This audit provided a substantial
level of assurance. Procedures and policies are in place with appropriate
controls in place. The report highlights potential weaknesses in relation to
follow up protocols where it was not evidenced that action is taken following
Strategic Finance requests. Agreement documentation should be reviewed to
ensure terms and conditions are included.

Land and Asset Disposal: This audit provided a limited level of assurance.
It was evidenced that disposal processes and procedures are in place
however guidance has not been updated for some 8 years. A review of the
asset register also identified anomalies in information held. Weaknesses
were also identified in respect of reporting arrangements.

LEADER: This audit provided a substantial level of assurance. Robust
systems are in place to ensure that as lead partner for the Argyll and Islands
LEADER LAG, Argyll and Bute Council is adhering to the technical and
procedural guidance.

Pyramid Performance Management System: This audit provided a
substantial level of assurance. Data contained in the scorecards was found to
be accurate with appropriate supporting documentation. The exception being,
data in relation to PRD statistics where it was evidenced that weaknesses
exist in relation to the collation methodology and in some instances manual
overwrites are taking place to provide accurate figures.



Page 17

2. RECOMMENDATIONS

2.1 Audit Committee note the content of this summary report and detail within each
individual report.

3. CONCLUSION

3.1 Management has accepted each of the reports submitted and has agreed
responses and timescales in the respective action plans. The total number of
recommendations made within the seven audits is as undernoted:

° High — 6
° Medium — 13
° Low — 11

4. IMPLICATIONS
4.1  Policy - None
4.2  Financial - None
4.3 Legal - None

44 HR-None

4.5 Equalities - None
46 Risk-None

4.7 Customer Service — None

Kevin Anderson, Chief Internal Auditor

5 December 2014
For further information contact: Kevin Anderson, Chief Internal Auditor
01369 708505



Page 18

This page is intentionally left blank



Page 19

"TTONNOD

oINg<s S102/vT0¢C
[[ASIY
¥10Z 439INIAON 3liva lanv
L¥0ddIV NvaO 3111l 11dnv

1IdNV NOLLVIIdIRI3A

NOILdIYOS3d 11idnNv

S3JIAYTS FANLONYLSVHANI ANV LNJNJOT3AId

AN3IN1LHVdId 43FNO0LSNI

140d3d 11dNV TVNASLNI

uo13o9S JIPNY |eulaju]

TIONNOD 31Ng ® TTADYY




Page 20

T 28ed

:pajousapun ayj Jo 10adsal ul sboj Bunuodas pue suonoadsul Jo ssausla|dwod pue AjljigejieAe a0uapIng e
‘suononaisul BuneladO swolpolay oyl ul paquosald se sjuswadinbal buideay plooas yum aoueldwo)) SSassy e
"po19|dwod Usaq SABY SUOIOEB SAI}08.I00 1By} 8INSUS 0} SHPNe SNOIASId MBINSY e

‘suononJyisu| BuneladQ swoipoiay Yim aoueljdwod SSasse ||IM lipne ay |

S3AILOArd0 ANV 3d0JS Lidnv ¢

%G1 G3 S! Modiie ay) Joj }96pnq Bunelado jou GL/¢7L0Z BYL

‘slojesado areald AQ sinoy o1uaos pue sybiyy Buiuiesy
‘soeAapaw Se Yyons dujel) uoneine [eijauab se |[am se sjybiy Asejljiw pue oiyel) palalueyd yum sjesp uodiiy ay) uonippe uj uaipjiyo
|[ooyos puejs! Joj sybiy Jejoyos ajesado osje Asy| -eali] pue Aejs| ‘Aesuojo) ‘|j0D 0} podile ueqQ wolj ajesado SadIAISS PajNpPayos

‘wosAs Juswdojanap
[euosiad pue juswabeuew juswdinba pasiubooal B SI Yoiym Jayoel] Wa)SAS 2)1ypay, ayl soiesado OS|e 82I1AI9S dy] uolippe
u| "Jebeuew uonels ay} Ag asnoy ui pajeald usaqg sey yoiym walsAg JojebineN, ay) pajleo aseqelep SS800y Ue Uo 1day ale sploday

‘904 1oy} Bulwopad ul [puuosiad isisse 0} [enuew uoljewlojul ue se sjoe Ajjuenodwi pue jpuuosiad Aq Ajjigejunoooe
‘sainpaoold |euonesado jno s}as |enuely Bunelad swolpossy 8yl JepiO uonebineN Jiy 8yl pue uone|sibs] Alajeg pue
yyeaH ‘Ajloyiny uoneiay |IAID MN dY} Jo sjuswalinbai ay) Ajsnes o} paonpold usaq sey |enuew BuneladO swolpolay Jodiy ueqQO

‘swwesbold jipny |eutsiu| GL/yL0Z
a8y} Jo MUed se podily ueqQ e sainpadold |euonesad JO MaIABI JIpNy |eudaiu] 8y Jo jnsal e se paledasd useq sey podas siy|

aNNO™YOMIVvE I

ST/PTOT LYOdYIV NVEO0 40 M3IIATY



Page 21

¢ 98e(

'sanss| ay) 0) 8a1nosal ajelidoidde Buneooje Juswabeuew
yum ‘Apuabin passalppe g 1Snw UYoIYm |[9A9] 9|ge}dadde ue SAOQE YSU [BNpISa) SAISUSIXd
pue sassauyeam Aoy Buike|dsip ale ysiy JO Juswabeuel\ 8y} pue 82UBUISAOS) ‘|0JJU0D) [Buldlu|

pajywi A1ap

'sanssl ay) 0] @a1nosal ajeludoidde Buneooje Juswabeuew Yyium
‘o|eOSawWI} 9|qeuOSEal B UIY)IM pasSalppe (g }SNuW SaSSauyeam pue Ysl |enpisal ajqejdasoeun
JO pualy} |esjsuab e Buikeidsip aie ysiy Jo Juswabeuep\ 8y} pue 8OUBUIBAOS) ‘|0JJUOD) [BuJB}U|

paywIT

"8|e0SaWI] 8|qBUOSEal B UIY)JIM passalppe aq 0} peau
pue |aAg] ajgeidadoe ue aaoge Apybis aie jey) YsSu [enpisal JO Sjuswale Jaylo INg ‘Ysu [enpisal
aMml| 1o ainxiw e pahe|dsip aAey sy JO Juswabeuey 8y} pue 8OUBUISAOS) ‘|0JUOD [eulalu|

lenuelsqng

"Y}m jjeap Jo pajdaocde Buiaq Jaylie ale ydoiym Hsi [enpisal Jo syuswa|d |eulbiew
Aluo yum piepuels ybiy e 1B ale ySiy Jo uswabeuey 8y} pue 8O0UBUISAOS) ‘|0JJUO) |euldlu|

ybIH

UaAIb a2ueINSSY JO [9A3] 8] 10} UOSEIY

aJueInssy JO [9AdT]

‘lenuelsgng si podal siyy Jo) usAlb aoueINSSE JO |9A9] By |

NOINIdO 1I1anv ‘¥

"90us9l| Bunelado yy9 sy Buiso| podiie ay) ul 3nsal pjnod |[enuew ainpadold 8y} MO||o) 0} ainjied e

"SJUBPIODY JO YSII pasealoul Ue 0} 8JNQLIIUOD PIN0D [enUBW 8inpadoid a8yl MO||0) O} ainjieq e

A3™¥3AISNOD SMSIA €

SJUBPIDOY puB SJUSpPIoU|
SJUBWSAO JeJolly
|03u0D plig
suonoadsu| Bunybi
Aemuny Jo uonipuo)

o O O O O

ST/PTOT LYOdYIV NVEO0 40 M3IIATY



Page 22

€ 28ed

‘palinbal a1aym JnNo paLIBD usa(q pey SUOl}OeB SAIJ081I0D JBey) pue
[enuew Bunelado swolpolae ay) ul paquosald se 819|dwod pue a|gejieAe aJe suonoadsul Aemuns jey] pooUdpPINS SBM )| e

‘lenuew BuneladQ sawolpolay
ay] ul paquosald se si suonoadsul Jodiy Jo Buipiodal ay) 1Byl pamoys suonoadsul 1odily JO SpIodal ay] JO MBINAL Y e

‘lenuew Bunesado swolpolae sy} Ul }No 18s se sjuswalinbal ay) Yim jueldwod Ajjny a1em splodal 8y} Jey) punoy semy| e

(pa1e|dwod mou aie suofoe ||y :8jou uoia|dwo) 1S0d) "suopoe asay} 818|dwod 0} 7102 L€ 48903100 JO d)ep uoia|dwod
e uaAlb sey Jabeuew uonels ayj ‘lpne {10z aunp 8yl wody Bulpuelsino |iis J0Joe} 3SI MO| B JO SUOIOB SAI}094100
G oJe 218y} Jey} pajou sem I pao|dwod uasag aABY SUOIJOB SAJ081I0D JBY}BYM SSasSSe 0} slipne snoinaid Buimaines u] e
:Jipne ay) Ag pajelauab alem sbulpuly Buimojio) ay |

SONIANIA °S

‘Aem jueoijiubis Aue ul saAoalqo syl 1w 0] Wd)SAS ay) Jo Alljige ay) 108))e 0) Jeadde jou

SO0p SSauyeam 8] "PajoalIod Ajjuanbasgns swia)l JO-aUO ‘S|0JIUOD JO SSBUBAIJDDYS pue Aousidiye 8y} aAoIdwi 0} SUOIEPUSWWOISI JOUIW - MO
‘{paunoal alem }l JI paonpal Ajjueoyiubls aq pjnom JoLis JO YSil 8y} Ing ‘ealb

Ajuessadau Jou S| Ssauyeam ay] -aininj ayj ul Jueduiubis aq pinod Yydiym swiall pue walsAs ay) Jo saAljoalgqo ay) Bunsaw ul }sisse
[IM UDIYM S|OJJUO0D JO SSBUSBAIIDSYS pue AOusioiyd ay} 0} sjuswaroiduwi ‘S|0Ju0d [eulsiul Juepodwl SS8| UO SUOIBAISSUO - wNIPaA

10143 10 SSO| 0} 8sll oAIb al0jaiay) Aew ssauyeam ay| “Wa)SAS ay} JO SBAIDS[QO 8y} JO SS800NS By}
0} [BO11 IO SJ0}OE) 0] Bunejal siajew ueoyiubiS "Sj0Jjuod [eusajul juelodwi Joayjo pue sjoJiuod [9A9] ybiy uo suonealasqo Jolew - ybBiH

-IMOJ9( 1N0 }8S 8Je UOIJBDIISSE[D Yoea JO suoniuyap 8yl Mo Jo wnipa ‘YbiH se payisse|d si buipuly yoe3 ‘paulensdse aq ued
sBuipuly ay) jJo aoueoiiubis ay) 1eyy Japlo ul paydope usaq sey ‘uoioe ue ul paynsal aAey yolym ‘sbuipuly yipne Buipelb jo walsAs vy

‘Juswabeuew Ylim pajel pue passnosip usaq aAey Jodal sIy) ul paulejuod
sBuipul} 1ipne Jeuajul [enpiAlpul ay] "ssadoad ay) 0} 1oedwi Jioy) uo Buipuadep aoueodyiubis aAnejas Jidyy 0) Bulpiodooe sbulpuly
Hpne [euwssjul Buisiuoud Joy Juswabeuew [1DUN0D Yym pasibe pue padojarsp usaq sey sbunes jipne [eulajul Jo)y Ylomawel) SIy |

ST/PTOT LYOdYIV NVEO0 40 M3IIATY




Page 23

1 98ed

"99))ILUWO) Jpny 8y) pue juswaebeuew 0} pauodas pue lipny [euleju] AQ paJoluow 8q |IM Suonoe Jo uonejuswaldwi yum
ssalboid "uonoe ay) Jo uona|dwoo Joy) sjep 18b.e) ay) pue uonoe 8y} Jo) a|qisuodsal suosiad ay) ‘SuocEpUSWWOd8. 8y} JO }Nsal e se
aye) 0) paaibe aaey juswabeuew uoloe 8y} N0 S}8s | sedipuaddy "eapiWWwo) Jpny 8y} 0} payodal Jou SI YdIym UOBpUSLILLIOIS.
MO| | OS|e Sl alay] ‘Jipne a8y} JO }NSal B Se UollepuswiWo9al Wwnipaw auo si aiay] ‘| Xipuaddy ul Ino }8s ale asay) pue Jipne ay) Jo
1ed se paunuapl JuswaAocidwl Jo) SUOIIEPUSWIWODa. JO JaquINU B aie 818y "9oUueINsSSe JO [8A8] [elluelsqns e paplroid sey lpne siy |

NOISNTONOD 9

"SJUBPIOUI 8SBY]) JO }INSal B Se Ajloyiny UoneIAY |IAID 8y} AQ papuswwodal sem
UoljoB SA}081I00 ON ‘[enuew a8y} Ul paquosald se sjuaploul ay) JO ainjeu ay} pauljno suodal ay] “710Z dunr pue €102
Aienuepr usamjaq pemalnal sem suodal G Jo aidwes Yy 'yyD 8yl O} papJemio) pue SjusAd pajejal A}ajes Jo sjusploul
‘syuaplooe [le Joy pae|dwod aq jshw loday aoualndo Alojepuely e ey saquosald ainpaocosd awolposoe ay| e

‘lenuew Bunelsado swoipoise sy}
ul pauljino Juswalinbal Jad se 8)9|dwod pue s|gejieA. ale sjuswaAow Jeodie Buipiebal spiooal 1By) POOUSPIAS SEM ]| e

‘lenuew Bunesado swolpoloe
ay) Ul paulino juswalinbal Jad se wa)sAs ay) uo 819|dwod pue a|ge|ieAR aJe SpPJooal [0JJU0D PJid 1Byl POOUSPIAS SBM )| e

"ysap uondaoal ay) je 1day 1ap|o} S}08jep 8y} Ul paplodal ale 8say) Jey) punoj uonebisaaul
Jusnbasgng "syosjep Bulpue)siNo JO WB)SAS 8Y) UO punoj &g P|NOD 82USPIAS OU eyl Pajou SeM ]I JaABMOoy ‘[enuew
Bunesado swolpolee 8y} ul paulpno se a)9|dwoo pue ajgejieAe aie spiodal suonoadsul Bunybi 1ey) peouspire Sem )| e

ST/PTOT LYOdYIV NVEO0 40 M3IIATY



Page 24

v10¢ 1oquadeq L€

'SISEq |[enpIAIpUl ue

Sassauyeam
paynuapl Aisnoinalid

‘Buipue)sino
NS  Ssuonoe  BAID8II0D
G @aJe aloy) leyy pajou
sem JI peoe|dwod  usaq
9ABY SUONOB  BAlJO81I0D

J821JO | U0 pPasOd 8q ||Im suoljoe ljey} ssasse 0] sjpne
all4 Wodly Jolusg Hpne Bululewsas ay | wnIpa| ssaippe 0] ainjied | snoinaid  Buimainal U
MO
1o wnipa
uBIH suonoy Hpny |
ajep
uonejuaws|dwi paaibe
uosiad a|qisuodsay uoljoy paaiby Buney joeduwy] ysiy sBuipui4
NV1d NOILDV I XIAN3ddV




Page 25

"TIONNOD

NS

[IA

ol

\

4ayjpaboy} jenuajod uno buisijeay —ayng 9 ||ABiy

yn-Aob-ayng-jjABiemmm
3N AoB-eing-||ABie@ueAlns pineq [lewg

G1LZ¥09 9¥GL0 8uoyds|a]

148 1Levd ‘[IABay ‘peayd|ibyoo] ‘Alowyry]  ssaippy

UeAI|INS piAeQg aweN

s|iejaqg joLju0)



Page 26

This page is intentionally left blank



Page 27

"TIONNOD

oINg: S102/¥10¢
[[AS1Y
¥10Z 439INIAON 31va lianv
31111 11idnv

JU.LNID FIIAYUTS 4FNOLSNI 40 MIIATY

lidnv d3sva Msid

NOILdI™OS3a 1idnv

S3JIAYIS ¥3INO0LSND

LN3INLYHVdId 43NOLSNI

140d3d 11dNV TVNAG1NI

uo1399S }IpNy |eulaju

TIONNOD 31Ng ® TTADAY




Page 28

T 28e(d

(06) %88 (65) %2S (€2) %8. (¥8) %98 100G [1o0UN0D
(26) %26 V/IN (99) %28 (06) %.8 0S9
(28) %16 (€2) %19 (92) %6. (15) %98 se0IAeS Ajlunwwo)
(18) %E8 (88) %El (¥8) %99 (29) %88 kel
(88) %88 (61) %6 (£8) %68 (92) %S8 S90IAI9G JBWO0ISND
a0e 0] 9de SIENER [lew3 auoydsjo | Juswuedaq

:MOJ9q UMOYS
ale s)|nsaJ aulpeay ay| °|lounod 8y} sSoloe papeosed Buisqg Jo ssaocoud ay) ul ale pue pJeoq ay} 0} payuodal usaq aAey 9SI0I9Xd
SIyl wol Bunnsas suondy (gSD) pieog 921AI8S Jawolsn) a8yl 0] panss! usaq aABY SS82IAI9S puUB aJjus)) 82IAISS Jawolsny) ay)
0} S}OBJUOD JBWOISNO UO Pasndo} Jey} 7|0g JO JaWwWNs ay} ul usyeuspun asfolexs buiddoys AieysAw [enuue G dy} Jo saWOIN0 8y |

"a4nny Jeau ay} ul payepdn aq ||IM pue MaIAal Japun Ajjualind siJsley) ayl “aAleniul
Aousolys abueyn 1o} ssa00id 8y} JoO Ued se |jpued suazii) ayl Yim uoneynsuod buimojjo) paubisep alam sabpajd sy ‘seakojdwe
[IDUNOD wouy 10adxe ued Asy) asuodsal JO SpJepuels 8y} JO SIBWOISND SWIOUI JBMEeYD Sy |IoUN0) 8y} SSOIOB SpJepuels 92IAISS
Jawoisnd Buinoidwi Jayuny 1B pawie saljiAloe Jo swwelboid e jo ped se Jspey ) o2IAI8S JaWwo}SNY S} payduneg| |Iounod ay} 0L0Z Ul

"uonoBJSNES JaWO0ISNO pasealoul Ul }nsal o] Ajay|
SI sIy] “}Jom-aJ pue sjuiejdwods Jawolsno Bulpuey Joj pepasu awi ay) Buisiwiuiw Agq S}S00 8onpal OS|e UBD 82IAISS JaWO)SND PO0os)

Juswdojanap pue ymolb Joj wiope|d e Buipinoid ‘Buipuess s jlouno)
By} 90UBYUS |[IM BJIAISS JBWOISND JUD||9IXd JIYAA “uoneindal s [Iouno) ayl UO 109448 [BjusWIIdp 9ABY UBD 82IAISS JOWO0)SNO J00d

‘'sallenb pue sjsanbal 821A18s 0] sesuodsal |ejuswiieda Joy a|gisuodsal jou
SI1ng |1DUN0Y) 8y} JnoybnoJy) 8o1AIes Jawoisno poob sajowold HSH 8y -dwuwesbold Jipny [euldiul GL/¢710Z Y} 4O Jed se sadines
Jawoisny ulyim (DSD) aaius) 82IAIBS JBW0lSND) ayl JO MaIAal lipny [eudalu] ay) Jo jnsal e se paledald useq sey podal siy|

aNNOYOMIVE 'L

ST/PTOT FYLNID IDIAYIS YINOLSND 40 MIIATY



Page 29

7 28e(d

‘suonejoadxa Jawoisno abeuew O} ainjied e
*JaleyD ay} UIYylIM sasiwold Jawolsno J9sw O} ainjie{ e

‘Allenb Jeneq Jo aie s8dIAIeS 9say) pue AjISea 10w S82IAISS [IDUN0YD SS8JJ. UBD SJawolsn) (YY) J1o1sibay ysiy jeuonelad e

A3™-U3AISNOD SMSIY '€

"19beue) 1oddng pue juswdojaasaq ‘I9||IN qog e
pue ‘Jabeuel 84jua) 82IAIBS JBWOISND ‘UCJUSY WIBY e

‘juswpeda( Jo peaH — IO Apnp e

:9Q [|IM S}OBJUOD UlewW pue Jipne SIy} Ul PaAJOAUL 84 [|IM UDIYM 8DIAISS puUe SIao10 8y |

‘sainpaooid pue swalsAs

[0u02 Jo Bunsa)l ybnoayl-yjiem Buipnjoul uonejuswnoop Aoijod jsuiebe aonoeud juaiind Buimainal AQ pajonpuod aqg |Im lipne ay|
'$$900.d JuaWaaIbYy [9AST] BOINISS B} MOINSY o
‘'sjuswliedap pue DS usamiaq dn mo||0} pue S$|000}0id UOIEDIUNWIWOD MBINDY e
"Jajey) Jawojsn) ay} jsuiebe aouedwod pue aouewIopNad MINSY e

10} pa}iwl| aJe }ipne ay} Jo saAl3oalqo pue adooas ay |

S3AILD3Ird0 ANV 3d0O9JS lidnv ¢

ST/PTOT FYLNID IDIAYIS YINOLSND 40 MIIATY



Page 30

¢ 928e(d

‘Aem jueolyiubis Aue ul saA30alqo s} 198w 0] Wd)sAs ay) Jo Alljige ay) 109y e 0} Jeadde Jou SB0p SSauyeam
8y "po108.i00 Ajjusnbasgns swa)l JJO-8UO ‘S|0JIUOD JO SSBUBANDJSYS pue Aouaiiyd ayl aAoJdwi 0] SUOBPUSWWOIS] JOUIW - MO
‘paloal alem 1 JI paonpal Ajuedsiiubls 8q pjnom Joaia Jo Ysi 8y} Ing ‘ealb

AJluess@08U JoU SI Ssauyeam 8y "8Jninj 8yl ul Jueslyiubis aq pinoo Yolym swia)l pue walsAs ay) Jo saAnoslqo ay) Bunesw ul 1sisse
(M UOIYM S[OJJUOD JO SSBUdANoale pue Aousiolye ay) 0] sjuswaroidwl ‘SjoJpuod [eulsiul Juepodwll SS8| U0 SUOIBAISSCO - WINIPa

:J0119 10 SSO| 0] @Sl OAID ai0jaiay) Aew ssauyeam ay| "Wa)SAs ay) JO SBA0alqo ay) JO SS820NS ay)
0] [eo13 IO SJ0}Ok} 0] Bune|al siepew ueoyiubis "S|0JjJu0d |eusalul Juenoduwi Joylo pue s|oJuod |9Ad] ybiy uo suolealasqo Jolew - ybiH

-:MO0J9( ]NO 189S aJe UOIJBdlISSEe[O Yoea JO suoniuyap ayl "MoT Jo wnipaly ‘YbiH se pauyisselo si buipuly yoeg -paulelsadse aq ued
sBuipuly sy} Jo aoueoiiubis ay) ey Japlo ul paydope usaq sey ‘uoioe ue ul paynsal aAey yoiym ‘sbuipuly yipne Buipelb jo walsAs vy

"Juswabeuew Yim pajel pue passnosip uaaq aAey Jodal Siy} ul paulejuod
sBuipul 1ipne Jeusajul [enpiAlpul ay] ‘ssadoud ay) 01 1oedwi Ji8y) uo Buipuadep aoueoyiubis aAnejds Jivyl 01 Buipiodoe sbulpuly
Jpne [eussjul Buisnuoud Jo) Juswabeuew 1OUNOYD Yjim paalbe pue padojorsp useg sey sBunel lipne [euajul Jo) Ylomawel) SIy|

'saNnss| ay) 0] @2J4nosal ajeldoidde Buneoojje juswabeuew
yum ‘Ajuabin passaippe g I}snw Ydiym [9A9| d|ge}dasde ue aA0Qe MSU |enpisal dAISUBIXD
pue sassauyeam Aay Buife|dsip aJe ysiy JO Juswabeuey 8y} pue 82UBUIBAOL) ‘|0JJU0)) [BuIBU| paywi] Ausp

"'SaNnss| ay) 0} @24nosal ajeldoidde Buneoojje juswabeuew yim

‘9]B0SBWI) 9|geUOSEal B UIY}IM POSSAIpPE 8( }SNW SOSSSUYBAOM pUB ¥Sl [enpisal a|qejdaosdeun
JO pual} [esouab e BulAe|dsip ale ysiy JO Juswabeuey 8y} pue 82UBUIBAOL) ‘|0JJU0D [BuUIBIU| pajwi
"9]edSawWl} 9|qeuoseal e UM passalppe aq 0} pasau

pue |9A9| 9|geydadde ue anoge Ajybiis ale Jeyl 3su [BNPISal JO SJUBWISIS JoYlo INg YSU [enpisal

3| 4o ainxiw e pake|dsip aAey sy Jo juswabeue)\ 8yl pue 8O0UBUISAOL) ‘|0JUOD |eulalu] |enuejsqng
“Uim 1jeap Jo pardeooe Buleq Jaylie ale yolym sLl [enpisal Jo sjuswa|e |eulbiew
Aluo yum piepuels ybiy e 1e ale ysiy Jo Juswabeue|y 8y) pue 8O0UBUISAOS) ‘|0JIUOD [eulalu] ybiH

uaAIb @ouURINSSY JO |9A3] 8y} 10} UOSEBIY | 9IURINSSY JO |9ADT]

‘lenuelsgng si Jodad siy) 10} usAIb aoueINSSE JO |9A9] By |

NOINIdO Lianv v

ST/PTOT FYLNID IDIAYIS YINOLSND 40 MIIATY




Page 31

{7 98ed

"JuswaAoidwl 10} Seale 1o 90uUd|[90xa Jo seale Bunybiybiy synsal €10z 9y} JO 9[oiJe apedsed a)jetodiod
OU Sem alay) JaAnamoy | INS pue gSD oy} 0} pauodal ale asloloxa oy} JO Ss)nsal 8y “Jewyousaq 0} WOoym Yim sanloyiny
[2007 Yysioog a|gesedwoo Ajuapl 0) 8siolexa Ue Jno Salled [1ouno) aing pue [JABIy “HN 8yl Jo ajoym ay) Bulisrod peonpo.ud
ale spuodai yoiym wody Bunpiewyouag 99IAI9S JawolsnY) 10) YJomawel) 8y} uo paseq ale sosiolaxa buiddoys AloysAw ay| e

"Pa109]|00
elep ay] 109jja4 Aj@jeinooe suodas ay) ‘(LINS) wea] juswabeuely olboiens pue gso 0} Auauenb papodal S| @ouewlopad e

"SeaJe 92IAJ8S |enpIAIpuUI
JoJ uoinew.ojul Juswabeuew ajeinodoe sapinoid jeyl walsAs Buibbo| [|eo xauoyd ayl Aq painseaw si aouewuouad auoydop] e

"AoeIndoe aINsud 0} pasAjeue sem 9SI0JaXd }Sa)e| 8y} pue paxoel} AjiIsea ale ejep ay} ‘SadIAIaS |Iouno? |[e
Joj eyep Ajddns sasiosaxe buiddoys AioisApy “sesiolexa buiddoys A1a1sA|\ Ag paisal si spiepuels Jaley) ay) yum aoueldwo) e

"18s 19b6.e) ay) uey) Jaybiy Buiwlopad Apus)sISUOD 81oM pPIedal0os JajeyD Jawoisny oy} UIYIM SI0JedIpul 8y} JOOM| e

"1yb1) o1yesy pad e jo Bunuodausiw sy 0y pa| siyl 1obue)] [aA8] Jaybiy 1994100ul Ue Jsuiebe uolew.lojul
Jo dnjjos a8y} Buipisebas punoj sem Ajewoue ue aloym WISAS aouewlIOuSd plwelAd 8y] UIYIIM palyiuapl SEm JOld uy e

"8)eJndoe 8q 0} puno}
elep pue uonewuojul Bunioddns yim pamainal alem sainseaw aouewlopad o) Bunejas sessaocold uoneledald pue uone|o) e

"pJE08I00S S90IAISS JaWOISND B BIA pauodal pue aoe|d Ul aJe sainsesw aouBWIONUSd e

AFLHVHO H3INOLSND FHL LSNIVOV FONVITdINOD ANV FONVINHOLEd TIONNOD 40 M3AIATY

:upne ay) Aq pajelauab alem sbulpuly Buimojios ay |

SONIANIA °S

ST/PTOT FYLNID IDIAYIS YINOLSND 40 MIIATY



Page 32

G 28e(d

‘poalbe se sweu Jiay) Sapnjoxa yolym ainjeubis ousuab e asn yeis DS syl
‘s|lew-a 0} BulA|das pue Buipuss yjoq Joj sbumas ainjeubis onewolne Jiay) bBuisn ase syuswiiedap |1ouno) ul seakojdwa |e J0N

‘as10Joxa Buiddoys A1a1sAw uiypm paiods Juswald ue si Siy} 1nq ‘uawueds Jo 92IAI8S 8y) JO uoisnjoul aJinbal Jou saop
1 Janemoy ‘ainjeubis InoA 1@s 0] moy uo aouepinb || Ulylim pauieluod si sainjeubis [lews saakojdwa Buipiebal aouepinb ay |

‘9|ge|ieAe Ajipeal J0u S| [euJa)Xd pue |eulalul yioq bunum Jana| pue uonisodwod |lew-a Joj apinb piepuels vy
‘saoho|dwa
[IDUNOY) JUBASIS] 0} SJaquisw pJeog B82IAIBS JBWO0ISND pue S NQ ybnoiyy pepeosed si adiApe juswanoldwl [elauas) ©

Juswabeuew ajeldoidde 0] pajeoo|e ale suonoe oyoads Juswuedsqg ©

:MO||0} SB pJeMIO} Usye)} aJe 8say) paalbe aouo pue | NS O} paplwgns
ale suonoe dn mojjo} ay | ‘dn pamojjo} ate asiolaxa Buiddoys AisisAw ay) JO }NsSal B Se palljudpl SUONOE 1Byl PAOUSPIAS SEM ]|

:$]000304d UONEOIUNWIWOD

"OVO
pue DgD usamiaq aoe|d ul sainpsooid dn-mojjo) JO S|000)0Id UONEDIUNWIWOD OU Ble aisy] ‘alojalay) ‘seoileg Alojenbay pue

Buluue|d 1o} Juswaalby [9A8T] 921AI8S B} UIYIIM papn|[oul Jou ale wes) Oy 9yl ‘wes) (YD) Jesnazes) ssalippy delodio)
aY) 0] paliajsuel) buleq Ajualind ale sassalppe 1081100Ul 0} uonejal ul sauanb xe| [1ouno?) 1o DS 8yl Ag paaladal salinbug

")SEe} pajeoo|e ay} JO uona|dwod 1o Sniels
109|}81 0} pajepdn sI walsAs ay] ‘"salienb pue sijsenbal S82IAI8S AjlusWy pue speoy Joj Jaquinu uspjob syl eIA DS ayl 1e
yeis Agq papiodal syse} dn yoid 0] (waishAs DSD) walsAs uebe] ay) 0] SS820B BABY 82IAISS BY) UIYIM JBl1S "S80IAIag Alluawy
pue speoy pue DS usamiaq ade(d ul ale sainpadold dn Mojj0) pue S$|020304d UOIBIIUNWIWOD SAIIDBYS JBY) POOUBPIAS SEM }|

'pa1S8) 819M SBOIAISS OM |

SIN3INLYVdIA ANV OSO NIaM139 dN MOT104 ANV ST0D0.108d NOILVIINNWINOD 40 MIIATY

ST/PTOT FYLNID IDIAYIS YINOLSND 40 MIIATY



Page 33

9 28ed

‘ue|d uonoe pue puodal ay) Jo uonesedaud ay) pue
Hupny 8y} Buunp aoue)sisse pue uolelado-09 Jisy) 4o} Juswabeuew pue yels aljus)) a2IAI8S Jawoisny ay} 0} anp ale syuey |

"99)11IWIWO0) 1PNy 8y} pue juswabeuew 0} pauodal pue lipny |eusaiu| Ag paloliuow aq
[ suonoe jo uonelusws|duwi yym ssaiboud "uonoe ayj Jo uona|dwod Joj aep 19b.ie) ay) pue uonoe ay) 4o} a|gisuodsal suosiad
3y} ‘suoljlepuswiwiodal 8y} JO }Nsal e se aye} 0} paalbe aAey juswabeuew uoioe a8y} Ino S}8s | sadipuaddy “eapIwwo)
IpNy ay) 0} pauodal jou ale ydlym SUOlBpuUBWIWOIa) MO| {7 8Je alay| ‘@a)iwwo) Jipny oyl 0] pauodal aqg [IM Yoiym
| Xipuaddy ul N0 18S SUOEpUBWIWOIa) WNIPBW ¢ alam alay| ‘'z pue | xipuaddy ul }no }8s aJe asay)] pue jipne ay} jo Jed se
pauuapl JuswaAoJdwl JO} SUOIEPUSWIWIODS JO JBqUINU B 8J9M 818U "92UBINSSE JO |9A9| |enjuelsqns e papinoid sey lipne siy |

NOISNTONOD 9

"slaquisw ejs 0) paubisse suoijoe U)IM Seale JUBAS|S. JOA0D 0)
punoj pue pamalral alem sbunesw Alsueny Jo selnulp ‘sjuswaalby [9A8T 80IAI8S Jo 10adsal ul 8oe|d Ul S| $S8004d MBINBI Y e

"S9OIAIS WOJ) spuewap Buuayip ay) usamiaqg ysinbunsip 0} A1essaoau S| SIY} ‘J8ABMOY JUdjU0D 8y} Ul SUoljelleA Jouiw
PaMOYS aJ1ua)) 92IAI9S Jawolsny ay) 0} Buiuleuad asoy] "S,yS |eulaiu| JO 1ewlo) ay) 0] yoeoidde a1eiodiod ou sl alay] e

(SVY1S) SININWITYOV T13ATT IDIAYIS

ST/PTOT FYLNID IDIAYIS YINOLSND 40 MIIATY



Page 34

G1L0¢C Yydolel L€

Jabeuep
suoljesunwwo’)
pue

J19b6euely Joddng
pue juswdojanaqg

‘apInb swea) uoljesunwiwo)
9y} ul papnjdul 8q 0}

oSs|y "wea ] juswiedaq/aoIAIag
apnj|oul 0} pajepdn

aq ||IMm ainjeubis unoA jas 0}
MOH,, dpInB || ulyyim asueping

wnipapy

‘poJ0os

seale ||e apnjoul

J0uU saop aouepinb

JI BBJE SIY} Ul BA0IdWI
10U Aew s8100g

MO
Jo wnipay /yBiH

"Juswyieda( JO 82IAIBS
3y} JO uoisnjoul alinbal
JOU SB0p sainjeubis
[lews saako|dwa
Buipiebal aouepinb ay |

sainjeubis |lew-a oijeWOINY ¢

G1L0C Yydolep L€

Jabeuepy sjyouag
pue sanuanay

salanb ssaippe
Xe] |I9UNn09 JO Judwieal} uo
sauljapinb panssi| aq ||Im }jels

wnipapy

‘Bunsenbal

ale Aay} suonoe o
uoljew.lojul 8y} aAIe0l
J0u Aew sJawolsn)

v10¢ 19quiadaq L€

Jlabeueyy anuan

‘payoeu} aq ued Aayj jey) ainsua

0} |lewd Aq wea] xe] |1IoUno)

‘Bunsenbal
ale Aay} suonoe Jo
uoljew.ojul 8y} aAl8d8.

‘wes} (9v0) 1ed)nezen
ssalppy djelsodion

ay} 0] patlajsuel) Buleq
Apuano ale sassalppe

1094100Ul 0} uone|al
ulI sauanb xe| |1ouno0)H

‘wes} (9yD) Joayszen
ssalppy djelsodion

ay} 0] padlajsuel) Buleq
Apuaano ale sassalppe
1081100Ul 0} uone|al

S3JIAI9S JBWO)SN) 0} pap.iemio} aq ||Im saliand wnIpa JouU Aew siawo}sn) ul seanb xe] [1ouno)
MO 10
wnipal /YbiH
ajep uonejusawajdwli
paaibe
uosiad ajqisuodsay uoljoy paaiby Buney Joeduw ysiy sBuipui4
NV1d NOILDV I XIAN3ddV



Page 35

"TIONNOD

AINGS

[IA

rod |

\

Jaypaboy jenuajod uno buisijeay —ayng 9 ||ABi1y

yn'Aob-ayng-|jABie-mmm

NN*A0B ayng-||ABie@)Iaxieq auusIAIA
3N Aob-eing-|ABie@uop|amLiieyw [lewg

¥627/65.¥09 9¥GL0 ©uoydsja]
148 Levd ‘IIAB1y ‘peayd|ibyoo ‘Alowyiy)  ssalppy
UOPISAA UIBYIA pue Jayleg sUuuaIAIn aweN

s|iejaq 19e3u0)



Page 36

This page is intentionally left blank



Page 37

"TTONNOD

oINg<s S102/vT0¢C
[[ASIY
¥10Z 439INIAON 3liva lanv
3111l 11dnv

(9V14) dNOYD NOILIVY TVI01 SAIYIHSIA

1IdNV NOLLVIIdIRI3A

NOILdIYOS3d 11idnNv

S3JIAYTS FANLONYLSVHANI ANV LNJNJOT3AId

AN3IN1LHVdId 43FNO0LSNI

140d3d 11dNV TVNASLNI

uo13o9S JIPNY |eulaju]

TIONNOD 31Ng ® TTADYY




Page 38

T 28ed

"UOIJBIO0SSY INOQJBH 810WMOg
pue uonelnossy JnogleH Alowlaqo| Ajweu jipne Joj uasoyd aiem OM} YoIym Jo dnols) uonoy |ed0T] sauaysi4 ayl Aq eusyuo
a|q1b1e ¢ SIXy pun4 sauaysi4 ueadoing ayj Jepun 8|qibijg se passed uaaq aAey s}o0sloid UBASS JO |B)O} Y “JUBWIUIBAOL) YSI}J00S
‘pueoosS auuep UYim (y1S) Juswsalby |9A87 90IAI8S 8Y) JO || UOIDSS Ul PauIlno Se 8)ediiluad uoljewlijuo) |enuuy Sy}
Jo uonesedalid ul eouapine Buioddns ay) Jo Led se podal |enuue ue apiAocid pue malnal B ayelapun 0] palinbal SI lipNy |eulalu]

‘Awouoo] |eiseo) anlssalbolid
pUB {S}oNpold pue S}axJejN MaN
‘Ayoeden Ajlunwiwio) |eIseo)
‘saiunwwo) buisijelnay

:sanoud
f SIXy Buimojio} ayy uo snooj Jenoied B yum sanianoe Bulysy ul sulpsp e AQ pajosye seale ul a)l| Jo Ajijenb paaoidwi ue
puUB UOIBOIISIBAIP 2IWOUO0I8 djowold 0} sainseaw Joddns |im dnols) uoioy |Bo0T SaudysiH allysiAy yinog pue ang ¥ ||ABay

"paJdAlBp 8] ||IM Jey} Jauaq Allunwiwod Jo [9A8] 8y} pue ABajess juswdojaaag salaysi4
|00 8y} SpJemo} uonnguiuod sjosloid ayy ‘eusyo Aljigibie 443 1sulebe passasse aq [Im suoneolddy ‘suoneoidde Buipuny
Buliapisuod 1o} Ajljigisuodsal aney |m pue (443) pung saleysi4 ueadoing ay} JO AISAIBP 8y} 998SI9A0 ||IM Slaquiaw 9y 14

‘Buipuny 1oy Aidde 0} a)|qibij@ ale aliysiAy yinog pue aing ¥ [ABIy Jnoybnolay} saiiunwiwod
Buiysyy ul Bunesado suonesiuebio Jooas paiyl pue ayeAud ‘olgng -Ansnpul Builysy ay) Jo aulpep ayy Aq paloaye usaq
aAeY ey} saiiunwwod jo juswdojaasp ajqeuleisns ayj ajowold 0} 3aas jey) sjoaloid 0} YOOI JO WNS e pajedo|e sey ‘sio)oss
ajeaud pue Ajunwwod ‘ongnd ayj wolj saAejuasaldal sapnjoul Yoiym ‘oy14 9yl (¢ SiXy) pund sauaysi4 ueadoing ay)
Jo Alanlap ay) @asiano 0} paysiigelse diysiauped e si (9Hy14) dnolg) uonoy |Boo sauaysi4 aliysiAy yinog pue aing g ||ABiy

‘awwelboud jipny [eulau| 102 84l JO Jed se ainjonJiselju| pue juswdojanaq
uiyim (9y14) dnols) uonoy |eo0T Saldysi4 JO MBIASL 1Ipny [eulsiu] ay) Jo }nsal e se paledaisd usaqg sey uodal siy|

aNNO™YOMIVE

ST/PT0T OV14 40 MIIATY



Page 39

¢ 98e(

'SaNss| ay) 0} 92Inosal ajeudoidde Buneoojje Juswabeuew yym ‘Apuabin passalppe
9Q 1ShWw YoIym |aA9| o|qeidasde ue aA0ge YSU [BNPISS) SAISUSIXS pue S9SSoudeom
Koy Bulke|dsip aie sy JO juswaebeuel\ 8y} pue BOUBUIBAOL) ‘[0JUOD) [euldlU| paywi] Auap

"SaNss|
ay} 0} aoinosal ajeudoidde Buneooje juswaebeuew ypm ‘9BoSawWIl} 8|geuUOSEal
B UIYIM passalppe 8Q }Shw Sassauyeam pue sl |enpisal a|gejdasoeun JO pual)
|lesousb e BuiAe|dsip aJe Ysiy JO Juswabeuely 8y} pue 82UBUIBAOL) ‘|0JJU0)) |euldlu| pajywi

"9|BOSaWl} 8|qeuoseal e UIY}IM passalppe aq O} pasu pue [9A3] o|qejdadde
ue anoqe Apybis ale ey Ysu |enpisal JO Sjuswdld JoYlo INg YSuU |enpisal || Jo

ainixiw e pake|dsip aAey YSIy JO Juswabeue|\ 8y} pue 80UBUIBAOL) ‘|0JjJU0) |eulaiu| lenuejsqng
Yypum
1jeap Jo paydedoe Buiaq Jaylie ale Yydiym Ysu [enpisal Jo sjuswalo [eulbiew Ajuo yium
pJepuels ybiy e 1e aie ySiy JO juswabeuely 8y} pue 80UBUISAOL) ‘|0JJUOD) [BulBlU| ybiH
uaAIb aoueINSSY JO [9A3] 3y} 10} UOSEIY 92URINSSY JO [9AdT]

‘lenuelsgng sl podal siyy Jo) usAlb aoueINSSE JO |9A9] By |

NOINIdO Lidnv ¥

"PUB100S BuLIB)\ puUE [IouNno) aing pue ||ABly usamiaq 1S ay) JO sjuswalinbal ay) Joaw 0} ainjieq e
"apew bBulaqg sjuswAed ajeinooeul 0) Buipea| ayenbapeul si Bupjoayo aoueldwoo 10elju0) e

A3¥3AISNOD SMSIH '€

‘pansasqo Buiaq si 9o130eld 1s9q 8INsud 0} HYY 14 Y} JO SalljiqIsuodsal sy} MaINSY e
pue ‘eouepinb yym aosueldwod pue ss820.4d WIeD JO SSBUISNQO. 8y} SSasse 0} - ssao0.d wie|) e
{puUB}00S BULB|\ PUE |IDUNO0Y dlNg
pue ||ABiy usamiaq 1S 9yl ul paulpno aosuepinb ayy Jad se spiooal 109loud Jo ssauala|dwod pue Ajljige|ieAe ay)] 90UdpPIAT e

S3AILD3rd0 ANV 3d0O9JS lidnv ¢

ST/PT0T OV14 40 MIIATY



€ 28ed

"9]|ge|leAR SEM UOIJBWLIOLUI [eIOUBULL 1BY) MBIASI B]I} 8Y) BulINp pajou Sem }I JoASMOH
“Jpne jusnbasgns ul Jno palled aq [|IM ss8004d SWIED 8y} JO UONEDILISA 8i0j8Iay) pue paniugns usaq aABY SWIe|D ON e

‘payoeal pey j09loid yoes abeis ssaiboid ay) Jo 108dsal ul 8)9|dwoo pue g|ge|ieAe 8q 0} puno} SeM UOIIBJUBWINJ0(Q e

‘'sainpadold s|ouno) Yim jueldwod jou Jaasmoy sem ssadold juswainooud
3y} 1ey} pajou sem }| ‘Asuow o) anjeA pajelisuowap jey} pue suoiipuod juswalnoold 443 ay) yum saldwod jeyy ssaoold
e ybnouy) suob pey pojdwes sjosloid ay) 1eyl pajelisuowsp ey pamojjo) Bulieq aie sainpadold 1Byl paouspIne SEM ]| e

‘paJedaid usaq pey sainpasold jewsoy ou jeyl pawybiybiy pey lipne 9y14 snoiaald ay| Ino palies
Apadoud si Auanoe ay) 1eyy Buunsus o} a|qisuodsal uosiad ay) BulAjioads sapnjoul siy] "sassadold swied juanbasgns
pue ssaooud uonedidde ayy Jo dajs yoes je 1no palied aq 0} paldinbal saljiAloe ay) |ielap ley) aoe|d ul ale sainpadold e
:upne ay) Aq pajelauab altem sbulpuly Buimojoy ay |

SONIANId 'S

‘Aem jueolyiubis Aue ul saAjoalqo sy 198w 0] WalsAs ay) Jo Alljige ay) 109ye 0} Jeadde jou Saop ssauyeam ay |
"Po}0aLI00 Ajjuanbasgns Swa}l JJO-B8UO ‘S|0JJUOD JO SSBUBANDBYS pue Aduaiolle ay) aAoidwil O} SUOIJEPUSWILLIODSI JOUIW - MO

Page 40

{paunoal alem 1 JI paonpal Apuediiubis g pjnom Joaid Jo 3Su 8y} Ing ‘jealb AjLessaossu
JOU S| ssauyeam ay] "aininy 8y} ul Jueoyubls agq pINOd YoIym Sswa}l pue walsAs ay) Jo saAioalqo ayy Bunesw ul 1sIsse [[Im
UOIYM S[OJ3UOD JO SSBUBANDBYS pue Aouaiolle ayj 0} sjuswanoidwi ‘SjoJuod jeulajul Juepodwl SS8| U0 SUOIBAISSCO - WNIPS

110119 10 SSO| 0} sl 9AID alojalay] Aew ssauyeam ay] "WalsAs ay) JO SaA0S[qo ay)] JO SS800NS 8] 0 [BoN1ID
sJojoe} 0] Bunejal sienew jueoylublg  "Sj0JJU0D |eusalul Juelodwi JBYlo pue S|oJjuod [9A8] ybiy uo suonealasqo Jolew - ybBiH

-:MOJ9(q
1IN0 19S 8Je UONBIIISSE|D Yoed JO SUOIULSOp 8yl "MOT JO wnipa|\ ‘YbiH se payisselo si Buipuly yoe3 ‘paulensdse aq ued sbuipuly
ay] Jo aoueoliubis ay 1ey) Japlo ul pajdope usaqg sey ‘uonoe ue ul pajnsal aAey yaoiym ‘sbuipul upne Buipelb jo walsAs y

“Juswabeuew Ylm pajel pue passnosip usaqg aAey Jodad SIY) Ul paulejuod
sBuip uy jipne Jeusajul [enpiAlpul 8y "ssadold ay) 0} 1oedwi vy} uo Buipuadap aouediiubis aAneal Jisy) 0} Buipioooe sbuipuly
Hpne Jeulajul Buisiuoud Joy Juswabeuew [1DUN0) Yim paaibe pue padojoasp usaq sey sbuijel Jipne [euiajul Joj ylomawel Siy ]

ST/PT0T OV14 40 M3IIATY



1 98ed

Page 41

‘ue|d uonoe pue uodal ayj Jo uoneltedald sy} pue Jipny
ay} buunp aouejsisse pue uofelado-09 Jiay} 10} Juswabeuew pue jeis ainjonJiselju] pue juswdoj@Asg ay} 0} anp ale syuey |

"93)}ILIWO) }IpNY 8y} pue Juswabeuew 0} payodal pue Jpny [eulaju
Ag paJlojiuow a4 [|IM SUonoe Jo uoneluswajdwi Yyim ssaibold "esniwwo) Jipny eyl 0} payodal 10U aJe YoIym Suoliepusiuwioss.
MO| OM] 8Je 8Jay | "SUoljepusWWOo9al Wnipaw Jo ybiy ou ale aisy] "9oUBINSSE JO |9A8] [enuelsgng e papirold sey lipne siy |

NOISNTONOD 9

"100lo4d awes ay) 0} Bunejal
UOIJBJUBINDOP JUBJalIP U0 palaylp Jaquinu joaloid ay) aiaym Bulag sjdwexs Uy "punoj a1om SI0LIS UONeJISIUILIPE JOUllN e

ST/PT0T OV14 40 MIIATY



Page 42

"TIONNOD

NS

[IA

ol

\

Jaypaboj jenpuajod uno Buisijeay — ayng 9 ||ABIy

yn'Aob-ayng-|jABie:mmm
3N°AoB-8Ing-||ABie@ueAl|nNs piIAep [lewyg

GZL¥09 9¥GL0 8suoyds|a]

148 Levd ‘IABay ‘pesayd|ibyoo ‘Aiowy}  ssalppy

UeAI|INS pIABQ aweN

s|iej}a }oejuon



Page 43

TIONNOD
oINg<s ST0Z/v102

[[ASIY

¥10Z 439INIAON 3iva lianv

SIN3INAVd 1O3dId 31111 11idnv

lidnv a3svda MSii NOILdIYOS3A 1Lianv

S3JIAYIS SIAILNDIXE 43IHD IN3INLYVHIA ¥3INOLSND

180d3Y LIaNV TVYNY3LNI
Uo99S JPNY [euaju

TIONNOD 31N8 ?® T1ADHV




Page 44

T 28ed

90JN0Sal 9Je2S JO 3SN JuBIDIdU| e
S|0JJUOD |BUJISIU| 1SNQOJ BARY O] BInjieq e
‘sjuswalinbal aAne|sibo] pue Alojniels yym Al[dwoo oy ainjieq e

a31dILN3Al SMSI '€
‘JJBIS UOIeSIWIXEe]\ 8WO0oU| pUe Je]s adIAIeg Jo joadsal ul paulep Aluesjo aie salljigisuodsal pue Ssjoy e

‘Buriojiuow jo0es3U0D) pue Buioday ‘Bunabpng Buipnjou) :Buiuoday pue buuojuoly (g
‘Aauow J1ay) abeuew-siw S|ENpIAIpUI UBYM Uy e} dn Moj|0) pue suoioe Buipnioul sjenpiAlpul wolj Asuow

Buiwieoal Jo) sjuswabuelle pue sjuswAed Aousbiawse Aue 1o) aoe|d ul sjuswabuelie Buipnjou| :epew aqg 0} sjuswAied (g
‘'sjuswAed 10841 JO SUOIIPUOD pue SWId)

ay) 1no Bumas [enplAIpul pue |1I9uno) ay) usamiaq aoe(d ul Juswaalbe |ewlo) e si 818y :S10BJUOD [BNPIAIPUI JO uoneledald (|

:MOJ|B UDIUM SUOI}08S UONESIWIXE|\ SWOooU|
- @oueUI{ 2169)RIIS pUB SBOIAIBS JNPY- S8JIAI8S Allunwiwo) usamiaq aoe|d ul aie $j000j04d UONEDIUNWWOD pue |eiNpad0old e

:S|0Jju0D BuIMO||0) BY) BuimaiAal 0] pajiwi] SeM Jipne ay |
S3AILO3Ard0 ANV 3d02S 1ldnv ¢

‘'sjuswaalbe yym asueldwod

alnsua 0} aoe|d Ul 8q p|noys sassaoo.d Buliojiuow pue syuswaalbe [ewloy Jod se papuadxe g p|NOYS SSIUCJ\ "SPasU Passasse sy}
198W 1ey) saolAles abuelie 0} syjuswAed j08lip 8sn JSNW sjual|) "S8dlAIes Buibuelle 0) sAljeuls)e ue se juswAed 108JIp B J8J0 Jsnw
SaljlIoyInNe |e00T "S80IAISS S,Ualp|Iyo J0 aied Ajunwwod Buuinbai se passesse usaq aABY SlUBID aloym apew si JuswAed 108iip v

‘awiwielBoid ypny [euldlu| §1.0Z/71.02
ayl Jo ued se saAnnoex3 JalyD UIYIMm sjuswAed 108l 10 MaIAal Jipny [eulslu] 8yl Jo nsal e se paledaid useq sey uodal siy|

aNNO™YOMIVE I

ST- TOT SIUSWARJ 19310 JO M3IASY 1PNY [eUIU|



Page 45

7 93ed

‘Aem jueoliubis Aue ul saaoalgo syl 1@aw 01 WaysAs ay) Jo Ajljige ay) 198ye 0} Jeadde Jo0uU S80p SSauyeam
3yl "poaoaliod Ajjusnbasgns swa)l JJO-8UO ‘S|0JJUOD JO SSBUBAINDRS pue Adusloid ay) aAoldwi 0} SUOIJBPUSWILIODaI JOUIW - MO

‘paloal a1em 1 JI paonpal Apueoliubls aq pjnom Jo4ld Jo ¥sil 8y} Inqg ‘Jealb
Ajuessadau Jou SI Ssauyeam ay] -ainin} 8y} ul Juediubis 8q pinod Yoiym swia)l pue walsAs ay) Jo saAnoalqo ayy Bunsaw ul jsisse
M UDIYM S|OJJU0D JO SSBUBAIIDSYS pue Aouaioiys sy} 0} sjuswanoidwi ‘S|0Juod |eussjul Juepodwl SS8) UO SUOIBAISSCO - WnIpay

110419 10 SSO| 0} 89Sl 9AIb a10jaloy} Aew ssauyeam ay] “Wa)SAs 8y} JO SBAI30S[QO 8y} JO SS829NS By}
0] |eoNlIo si0)oe) 0} Bunejal siapew juesliubls “S|0Jjuod |eulajul Jueuodwl J8yjo pue S|oJjuod [9A9] ybiy uo suolealasqo Jolew - ybiH

-:MOJa( }NO }8S aJe UOoIjeoIISSE|O YoBa JO suoniulyep 8yl Mo Jo wnipa ‘ybiH se payisse|o sI Buipuly yoe3 ‘pauleladse aq ued
sBuipulj ay} Jo aosueodiubis ay) jey) Jeplio ul paydope usaq sey ‘uoljoe ue ul paynsal aAey yoiym ‘sbuipuls yipne Buipelb jo walshAs v

"Juswabeuew Yim pajel pue passnosip usaq aAey lodal Siy} ul paulejuod
sBuipulj jipne [euJajul |enpiAlpul 8y "ssaooid ay) 0} joedwl Jisyy uo Buipuadep aouediiubis aAnejas J1dy) 01 Buipiodoe sbulpuly
ypne [eussul Buisiuoud Joy Juswebeuew [10uno) yum paalbe pue padojarsp usaqg sey sbuijel jipne [euJdjul 10} Ylomawel) SIy |

'sanss| 8y} 0} 824nosal ajeldoidde
Buneooje juswabeuew yum ‘Apusbin passaippe 8g }Snw Ydiym |9A9] a|qeidaddoe ue aAoge Ysll |enpisal
BAISUBIXS pue sassauyeam Aay Buike|dsip ale ysSiy JO Juswabeuely 8yl pue 8OUBUJISAOS) ‘|0JJUOD |eulalu| paywi Alap

'sanss| 8y} 0} 824nosal ajeldosdde
Buneoo)je juswabeuew Yum ‘9[eosawl} 9|qeuoSeal B UIYIM PasSSalppe ag JSNW SOSSaUyeam pue YSi [enpisal

a|qeidadoeun Jo puad) [elauab e BulAe|dsip aie Ysiy JO Juswabeuel\ a8y} pue 8OUBUIBAOL) ‘|0JJUOD |eudlu| paywi
"9|eOoSaWI} 9|qeuoseal

B UIY)IM passalippe 8q O} paau pue |aAs| a|geideooe ue aaoge Apybis ale 1ey) ysi [enpisal JO sjuswaje Jayjo

INQ “YsSu |enpisal a)ll| JO ainxiw e pake|dsip aAey Msiy JO Juswabeue|y 8yl pue 80UBUISAOL) |0JJU0D) |eulalu| |euelsqng
UM Jjeap Jo paydesoe Bulaq Jayye ale Yolym ysu [enpisal Jo
sjuswale |eulBlew Ajuo yum plepuels ybiy e je ale ysiy Jo Juswabeue ay) pue 90UBUIBAOL) ‘[0JJU0D) |eulalu| ybiIH

UaAIB aoueINSSY JO [9A3] 9Y} J0Oj UOSEIY | 9oURINSSY JO |9AdT]

‘lenueisqns si Jodal Sy} J0) UsAIB 8ourINSSE JO [9A8] 8Y |

NOINIdO 1Ianv v

ST- TOT SIUSWARJ 193,10 JO M3IASY 1PNY [eUJU|




Page 46

€ 28ed

"aJnjipuadx3 JO sjuswWa)elS |eloueUlH
uinjal pue 8)a|dwod SjuLslP Jey) ainsua 03 sjsenbal aoueul{ oibajens dn Buimolo) AjaAnoe ale (a1e) JNpy) YJOAA |BID0S ey}

PaoUBPIAS JOU SEM ]I JBABMOY ddueUl o1bajens ulyim aoe|d ul aie sjuswabuelse Bulojuow syenbape jey) peouspIAe Sem )]  9'G
'9)9|dwooul SI 10 Pa)ILgNS Usa(Q JOU SBY 82USPIAS |elouBUL) B18UYM SBSED JO S|Ie}ap YiMm Jels (aled Jnpy) JJom |eroos apiaoad
aoueul o169)e.1S Jey] paouspIAe SeM }| "Saluow JO Juswabeuew-siw OU S| 818y} 1By} pue paAalyoe buleq aie ue|d aied ay)
ul pajielap sewoolno a8y} ley) aouelnsse apinoid 03 sesodind Buuoyuow Joy papiroid aq pinoys (wnwiuiw e se sydigodal pue
$9210AUI Buluoddns ‘sjuswalels yueq) aduapiAs [eloueul) jey) sajeindis poddng pajoalig J8S uo adsuepinb v4dID 6002 @Yl S'S
Bulioluo
‘predal seluow pue pamo||0} usaq aAeY Sainpadold asay) ey} paouUspIAS SEM }| "SBIUOW JBA0J3I 0} 89e|d ul ale
sainpaoold ajeudoidde payyuapl sem JuswAhed 10841 JO Snjdins B a1aym ey} pamoys sa|ij JusIi|o JO Malnal Y “(uonesiwixen|
awoou|) adueul4 Aq pjay sanliqisuodsal 8y} JO SWJS) Ul }JSNQOJ paJapIsSuocd ale saluow Bulwiepal Joy syuswabuely G
‘2oe|d ul aJe sainpaosoud pue s|josjuod ajelidoidde palinbai ase sjuswAed Aousblawe aleypy €6
"ISIXd $95$920.d |043U0D [euldlUI Al0JOR)SIIES 1BY) POOUSPIAS
Sem ]| ‘sjuswAhed 10a41q Bunew Jo swld) ul MO||0} 0] Jels aoueuld oibaienis Joy aoejd ul sainpaocold uapum ale aleyl  Z'S

apeuw aq 0] sjuswAed

"JuswiAed 10841 8yj JO SUOIIPUOD
pue swuis) 8yl 0] aiaype 0] 8albe pue peal aAey Asyl 1yl Wjuoo o) Ubis Jou Op SjualD "JUSBID 8yl 0] panssl SI Yolym
Juswinoop ajesedsas e Ul IN0 18S aJe JusWAed 198Jig 8y} JO SUONIPUOD pue Swis) 8y -Juslo 8yl Ag pue 82IAI8g Jo pesH 8yl Aq
paubis sI yoiym Juswhed 10841q 8y} Jo 1disoal ul [enpIAIpUl 8Y) pue [I0UN0) 8yl usamiag aoe(d ul Juswsaibe [ewlo) e sI aiay ]

LG

S]0BJIUOD |ENPIAIPUI JO Uoneiedald

:upne ay) Aq pajelauab alam sbuipuly Buimojjo) ay |

SONIANIL 'S

ST- TOT SIUSWARJ 193,10 JO M3IASY 1PNY [eUJU|



Page 47

1 98ed

"99)ILIWO) }IpNy 8y} pue juswabeuew
0] pauodal pue Jipny [eulau| Aq paiojiuow aq |Im suoljoe Jo uonejusws|dwi yym ssalbold "uonoe ay} jo uons|dwod 1o} ajep jobie)
ay} pue uonoe oy} Jo} d|gisuodsal suosiad ay} ‘suoljepuswiwodal a8y JO }NSal B se aye} 0} paalbe aaey juswabeuew uoloe ay)
1IN0 SJ8S | XIpuaddy ‘aapIwwo) JIpny 8y} 0} pauodal aq ||IM YOIyM Suoljepuswiwiodal wnipaw ||e ale asay] | Xipuaddy ul jno j8s
Hpne ay} Jo Jed se payiuapl JuswaAoIdwi JO) SUOIIEPUSWIWODBI € aJe 818y | "9d0UBINSSE JO [8A9] [BljuBlSqNS B papiaoid sey lpne siyl

NOISNTONOD 9

"‘aoe|d ul
s| Buniodas pue Buuojiuow }SNQoJ Jey) PadUBPIAS SEM ]I pue 82IAI8S 8} JO ainjeu ay) 0} ajelidoidde aie sjuswabuelse Jobpng  g9'G

Buijioday pue 196png

"sjuswialinbal (a1e) 1INpy) YJOAN |BI00S JO Swia) Ul pauljap Alues|o ale sailjiqisuodsal pue
S9|0J 1BY) PBOUSPIAS JOU SEM ]| ‘Sjuswalinbal eoueuld o168)eng Jo j0adsal ul paluspl AlJes|o aie saljigisuodsal pue sej0y /G

saljljIgisuodsay pue so|0y

ST- TOT SIUSWARJ 193,10 JO M3IASY 1PNY [eUJU|



Page 48

T 28ed

SETIIETE)
ue si JuswAied joaliq
yoiym Jo uoddng pejoaaqg
J|9S 10} sanjigisuodsal

pue sajou spnjour | HMNPON ‘s)jsenbal aouapIng |eloueuly
10z 1udy 0] pajepdn aq 0} JuswWNOOpP 'sj000j04d | 4n Buimoljo; ApAnoe  aie
Salnpadold OC_CCm_n_ @C_._OH_COC\_ pue uoliew.Jojul uels AOLNO H_3U<v MIOAA |elo0S
ale) jJInpy Jo pesH aleD pue JUsWSSassy I1SNqol  8ABYy 0} ainjied | Jey} pPaouspine Jou  sem
Mo 1o
wnipap
JUBIH dn-mojjo4 g
"JuswAed
10811 8y} JO SUOIIPUOD pue
swus) ayr yum Adwoo |m
pue peal aney Aay 1ey) ubis
10z ludy 0] JuaIlD 8y} Joj jJuswalinbal WNIPSp ‘sj000j0.d "Jualo 8y} Aq paubis
3y} apnjoul ||IM pue pasiAdl Bulojluow pue uolBWIOUI | JOU Ble JuswAed 108liQ 8y}
aleD jnpy Jo peaH | Buileq  Ajuaund  joesU0) 1SNgqol  @ABY 0} ainjied | JO SUONIPUOD pue SwWid} a8yl
Mo 1o
wnipsiy
/YBIH suolipuoyd pue swis] ‘L
ajep uonejuswajdwi
paaibe
uosiad ajqisuodsay uonoy paalby | Buney joedw) ysiy sBuipui4
NV1d NOILDV I XIAN3ddV

ST- TOT SIUSWARJ 193,10 JO M3IASY 1PNY [eUJU|



Page 49

7 93ed

S ETIETE]
ue sl JuswAed 10811Qg
yoiym Jo uoddng pejoaaqg
J|9S 10} sanjigisuodsal

"$92JNn0Ssal
Jo Buuojuow ; juswabeuew
ajendoidde alnsua
pue  sajqisuodsal  pue
sajoJ aulap Aes|o 0} ainjie4

pue sejos spnpour | WNIPSA
G10Z |udy 0} pajepdn aq 0} JUsSWNI0P
sainpaoold buluue|d
9IeD }INPY jO pesH 8Je) pue JusWssessy
Mo 1o
wnipsiy
JUBIH

‘SjuswAed
108041g Jo Bunoyuow;dn mojjoy
0} uone@s Ul syjuswsalinbal

(8JeQ }npy) IOA\  [e100S
JO swue) ul pauyep Aues)
aJlam  salnligisuodsas  pue

S9|0J 1Byl POOUBPIAS JOU SEM ]|

saljljigisuodsay pue s8j0y ¢

ST- TOT SIUSWARJ 193,10 JO M3IASY 1PNY [eUJU|




Page 50

"TIONNOD

I 1HGH

[IA

51

\

Jayjoboy jenpuajod uno Buisijeay — apng 9 ||1AB1y

yn'Aob-ayng-||AB1e:mmm

}N'A0B-8Ing-||ABie@auo)siayieam eliow [lewg
¥6€¥09 9¥GL0 duoydaja |
Levd ‘lIABly ‘pesayd|ibyoo] ‘seyebelyp\  ssalppy

auo)sJaylea ) BIIo awepN

s|iela joejuon



Page 51

"TIONNOD

oIng<s S102/v10¢C
[[ASIY
¥10Z J39INIAON ilvda lianv
1idNV 13SSV ANV ANV 31111 11idnv

lidNVv d3svd NILSAS

NOILdIYOS3Aa 1Lidnv

S3JIAY3S ¥3INOLSND

IN3IN1LYVd3IA 43INOLSNI

140d3d 11dNV TVNA3LNI

uo1}oag Jpny [eulajul

TIONNOD 31N8 ?® T1ADAHV




Page 52

T 28ed

‘PajeRul
uaaqg aAey i1snw ueld ay) a19|dwod pue JaAng e a)ed0| 0] sawwelboid aAljoe ue pue ‘s|qeqoid Alybiy aq jsnw ajes ay| e
"uoIpuod Juasald syl Ul 9jes ajelpawwll Jo} d|qejieAe sl Auadoid sy e

‘JaW aJe
elL9)lI0 BuIMmo|jo) 8yl usym yons se palisselo ale sesodind Bununoooe oy sBuipjing pue pue| ‘Aladold ‘e|es Joj pjaH S1essy Jepun

"9|eg 10} p|oH 19SSy Ue se paljisse[oal si 1l uoljoesuel) ajes e ybnouy) Ajjedioulid patenooal aq ||IM }osse ue
Jo Junowe Bulkued ay) eyl a|geqold sawooaq )l Usypp snjdins se paiisse|o si )l palinbai Ajjeuonelado Jebuo| ou si jJ@sse ue Usyp

"9|eS 10} ploH S19SsY (Z 's1ossy snjding ajes0dio) (| seuobajyes buimojjoy ayj 0} uone|sal
ul sjuswabuelle malAal ||IM Jipne siy] “paJdinbal Jabuo| ou ale ydiym S}asse 0} uoliejal ul suonesiisse|o buijunoooe snoliea ale a1ay |

" SjJuswalinbal
Alonjap adinies poddns 0} paublje alde sjesse Auadold sy jeyj sainsus |IDUNOYD 8y, Buipnjoul sainseaw SS820NS SNOLIBA UM
sanijioe) paaosdwi ybnouayy |NJSS820NS SI0W pPUB JBJES SJB SaljIuNWWOo), SWO09IN0 pajels e sey ue|d adIAI8S S} UIY)IM SB2IAIS Ajjioe

‘Juswyiedap 90IAIBS Yo SE [|oM Se Juswaroiduwil
sseuisng ‘sejeisg ‘eoueusjuiew Aledold wouy saAneyussaldal sepnoul pue seoIAleg Aljoeq Jo pesH a8yl Ag palieyo eoeld
ul osje sl pJeog juswabeuel 19SSy Uy "Aloisly pue siseq uonenjeA ‘uoneioaidap ‘AgN Buipnjoul uonewusojul [eoueul ‘(sjgeoldde
J) Sselppe pue awWeu }asSy Sapnjoul pjay uonewloju] 'SY|Y pajied walsAs e eIn JaisiBal 19ssy Ue sulejulew aoueuld oibelens

'sj09loud |ejdeo pajejal
Auadoud jo Auanalep pue ubisep ayl yum Jayiaboy sessaoold juswabeuew jasse 91e10diod s 1Iouno)) ay) Joy AJjigisuodsal sey a2IAIas
Y| "S9JIAIBS Sa)e)Sa pue Juswabeuew }asSe sapnoul SIY] "S82IAISS |Iouno) Jayjo 0} uoddns jo abuel e sapinoid saoinleg Ajjioey

"awiwesBoid Jpny jeusdiu] v1/¥710Z
ay] Jo Led se sadIAIeg JaWoISN) UIYIM S82IAIaS Alljioe4 JO MBIABJ 1IpNY [eulalu] 8yl Jo jnsal e se pasedsald usaq sey uodas siy|

ANNOYOMIVE I

ST/#TOT UPNY 19SSY PUE PUET JO MIIADY



Page 53

¢ 93ed

"'$98$900.4d uoneoIUNWWO) pue Buiuoday |eulsix3 pue |eulaju] e

‘'sjuswabuelle Buiplodal pue MaIAB) uoleniep e

‘aoe|d uI sjoJjuoo ayenbape yum a)e|dwod s yoiym aseqgelep, Jajsibal josse ue Jo AjljIgejieny e
‘'sjuswalinbal aAne|siba| JueAsjal yum aosueldwo)) e

‘so101j0d pue sjuswabuelle [esodsip jJosse pauljep AlJea|) e

10} pajiwl| a4 [|im 2d0ds Jipne 8y L

"saiadold [eloJawwo) pue SaLI0JUdAU| ‘g SaLIas SaxLIlew [0JjU0d yYgs Y4d|D Buisn uayeluspun
aq |m Bunsa] -Alienbey pue ssaulpwl] ‘uswainsesl) ‘ssaudla|dwo) ‘eouanndo ‘Aluoyiny epnjoul |IM S8AIRdalqo |osuo0)

S3AILO3Ird0 ANV 3d02S Lidnv ¢

‘Alobejeo ajes Jo) play ayj wolj ¢ pue Aiobajed jasse snjdins ajelodiod ay) wods sa|iy g pajdwes 1ipny |eulaju| “Alobajeo ajes Joj play
ay} ul saLua g Buimoys sem pue Alobajed josse snjdins ajesodiod ayj Japun sjasse | g Buimoys sem |1Iouno) ay) 110Z/S/LE 1e Sy

"8]eg 10} p|oH s1essy se paljisse|oal aq ||im Juswdinbg pue jue|d ‘Aladold jo AioBaieo ay) UIYIM S1eSSe ‘1eW ale BLIB)LIO 9S8y} USYA

‘(1eak auo puohkaq ajes ay) 819|dwod 0} polad sy} pusixs Aew SadUBISWNIID
10 sjuans ybnoyye) Jesh suo ulyym sjes paje|dwoo e se uoniubooas 1o) Ajjenb 0} pajoadxs aq pinoys ajes ay| e
"on|eA Jle} Jualind S}l 0} UOIje|a) Ul 8jqeuoseal si jey) ao1id e je 9|es 10} pajoyiew A|BAIloR 8q 1SNW JosSe oy e

ST/#TOT UPNY 19SSY PUE PUET JO MIIADY



¢ 93ed

-:MO|8( ]NO }8S 8. UOIIB2IJISSE|O YoBa JO suoniuep ay| "MoT Jo wnipay ‘UBIH se pauisseo si Bulpuly yoeg ‘paulensose aq ueo
sBuipul) ay) Jo soueoliubis ay) 1ey) Jepio ul paydope usaq sey ‘uonoe ue ul paynsal aAey yolym ‘sbuipul) 1ipne Buipelb Jo welsAs v

‘Juswabeuew Yim pajes pue passnosip usaq aAey uodal Siy} ul paulejuod
sBuipulj Jipne |euJajul |enpiAlpul 8y "ssaooid ay} 0} joedwi Jisy) uo Buipuadep aoueoiiubis aAlejal J1dy) 03 Buipiodoe sbulpuly
ypne [euwssjul Buisnuoud Joj Juswebeuew [10uno) yum paalsbe pue padojonsp usaqg sey sbuiel Jpne [BuJsjul JO) Ylomawel) SIy |

'sanss| oy} 0} 824nosal ajeudoidde Buneoso|e Juswabeuew
yum ‘Apuabin passalppe 8q }snw UdIym |[9A8| 8|qeidasde ue aA0Qe XS |enpisal dAISUSIXd
pue sassauyeam Aoy Buike|dsip ale ysiy JO Juswabeuel) 8y} pue SOUBUIBAOL) ‘|0JU0D |euldlu| payiwi A1op

"'S8NSSI 8y} 0} 824nosal ajeldoidde buneooje Juswabeuew yium

‘o|eoSawl} 9|qeuoseal B UIY)IM passSalppe g JSnw S9SSauyeam pue sl [enpisal ajgejdasoeun
JOo puaJy |essuab e Buike|dsip aJie ysiy JO Juswabeuel\ 8y} pue S2UBUIBAOL) ‘|0JJUOD) [BUIBU| pajwi]
"9|BOSaWI} 9|qeuoseal B Uly)IM passalppe aq 0} paau

pue [9A9] a|qeidaooe ue anoge Ajybis ale jeyl 3SuU |BnpISal JO Sjuswald Jaylo Ing ‘Ysu [enpisal

M_.u 9| JO ainxiw e pake|dsip aABY YSIY JO Juswabeuel\ 8y} pue dOUBUISAOLS) ‘|0JjU0D |euldiu| |enjuejsqng
o "YIIM }jeap Jo pajdadoe bulaq Jaylie aie ydiym sl [enpisal Jo sjuswald [eulbiew

(@) Aluo yum pJiepuels ybiy e je ale ysiy JO juswabeuel\ 8y} pue 82UBUISAOS ‘|0JjU0D |euldu| ybiH
Dnm U3AIB adueINSSY JO |[9A3] 9} 10} UOSEAY | 92UBINSSY JO [9ADT]

‘paywi s1 podal siy} 1oy uaAIb aoueInsse Jo |9A8] 8y
NOINIdO 1Ianv ‘v

[10UN0Y) 8y} 0} abewep |euoneinday e

anjeA 1saq 2indas 0} ainjied e

saulapinb pue Adijod jeulsjul 0) alaype 0} ainjieq e

sjuswalinbal aAne|sibe| 0] aleype 0} ainjied e

A343AISNOD SHMSIY '€

ST/TOT UPNY 19SSY PUE PUET JO MIIADY



Page 55

¢ 98e(

:SMOJ|0} Se alem sBulpul 8y "0} palaype usaq pey sainpaoold ay) 1Byl 80USPIAS 0} J8pJO Ul paMaIAS] 81aM Sa)l} 8y |

01 palaype buieq aJe sainpadold pue saljod Jey] 8ouspIiAg

uoljoBSUEl} JO JUBWBIPSS ©

asl10Jaxa bunayJew uo uodal jo uonesedald ©
Bunexiely o

SS920.1d bunayiep jeniu] o

sn|dins paJejoap Auadold ©

:aJe sainpaso.d ay) Jo sbuipeay ulew ay] "Sieak g awos 1o} pajepdn usaq jJou aAey
sainpaoold ay] ‘19sse a1el0diod e Jo Buisodsip uaym juswiiedap/iadiyo [1ouno) e Jo palinbal suonoe snolleA ay) s|ielap eyl
Sainpaoold |esodsiq Auadold ajeiodio), pajiiius JUsWNOop pauljep B aAeY [IDUN0Y) aing pue |ABJy 1ey) paouspIne Sem )| e

Sa10110d puUe Sjuawabuelle [esodsip JoSSe paulap A[les)
:upne ay) Aq pajelausab alam sbuipuly Buimojjo) ay |

SONIANIA 'S

‘Aem jueolyiubis Aue ul saAjoalqo s) J@aw 0} wasAs ayj Jo Alljige ay) 108ye 0} Jeadde jou Seop ssauyeam

3yl ‘pejoa.iod Ajjuanbasgns swa)l JO-aUO ‘S|0JJUOD JO SSBUBANDSYS pue Aoualoie 8yl aAoidwl 0] SUOIEPUBWIWLODAI JOUIW - MO
‘paloal ai1em ) JI paonpal Apuesiiubis aq pjnom JoLI9 JO Ysil a8y} Ing ‘jealb

Ajluessadau Jou SI ssauyeam ay]  ainin} 8y} ul Juediubis 8q pinod Yyoiym swia)l pue walsAs ay) Jo saAjoslqo ay) Bunesw ul jsisse
(M UDIYM S|OJ3UOD JO SSBUBAI0BYS pue Aouaiolys ay} 0} sjuswaAoidwi ‘S|0Jjuod |eusajul juenodwl SS9 UO SUOIBAISSCO - WINIP3
10143 10 SSO| 0} 8sll aAIb alojaiay) Aew ssauyeam ay| “Wa)SAS ay) JO SOAI0S[qO By} JO SS800NS By}

0] |e2131ID SJojoe) 0] Bunejal siapew JuediublisS “Sj0J3u09 jeusaiul Juelodwi JBYI0 pue S|oJu0d |9A3] ybiy uo suonealasqo Jolew - ybiH

ST/#TOT UPNY 19SSY PUE PUET JO MIIADY




G 23e(d

‘uonen|eA ay) o) ajqeledwos ao1id sejes e paule}qo |IDUNo0Y) 8y} 1BY) PEOUSPIAS SEM ]I S)e|) |00YoS
Alowlaqo| ay) pue uoounq ‘19841 Japuexaly 60} ‘9’1 P|os usag Mou aAey yoiym saiuadoid asoy) Joj sjidwes ay) Buimaines U] e

"uonelsibal ayy yum
palldwoo pamalnal sajl} 8y ‘|esodsip pue| 1o} SajnJ 8y} sulanob yoiym 10y 0L0Z suoneinbay (puepoossg) sanloyiny |eoo] Aq
pue Jo |esodsiq ay) os|e pue Auadoud jo Buisodsip usym ajqeuie}qo uolelapiSuod 1saqg ay} aAalyoe 0} palinbal ale s[iouno)
1ey) sajeindiys yoiym €761 10V (pPuepooss) uswuisAos) |20 ayl yim Aldwoo oy palinbas Ajjediouud ale sadinieg Auadold e

S)jUsWalinbal aANe[SIbe| JUBAS[a] YIIM aouBldwo))

€761 10V (puepoos) JuswulaAos) |eo0 ul pajeindis se uoljelapisuod
1S8Q aInsus 0} JapJo Ul sainpadold ul N0 18S 8q pinoys pouad Bunayiew wnwiulw e papuswwodal Si }| "92IAI8S MeT pue
90UBUIBA0L) YIM uoounfuod ul siayo Joy ayep Buisojo ajedoidde ue jo Bumes ay) ayeindns sainpadsoid ay} jJey) pojou sem}| e

"'s@ouRISWNII0 Bunenualxa pue salixa|dwod 0} anp Jabuoj aq ued pouad
SIY} 1By} palou Sem I JaAemoH ‘pouad yuow ¢/Z e ulyim paje|dwoo abelaae uo sem spasp aj)) Bunoas ul suldwi} 8y e

Page 56

‘|lesodsip Jo sabejs snoleA je alam saladoud sniding ajesodio) L ay}
JO 9] ‘V1L0Z/S/LE 1B Se pue 9|es 0} d|ge|ieAe aJe S}assy sn|ding ajelodio) ||e 10U jey} pajou aq pINoYs }| ‘s}assy snjding ajeltodio)
se paslobaled sjesse/Aladoid | g a1em aiay) uolippe Ul 9|es Joj pIaH S}ossy se pasliobaleo saiuadold g sem aiayl 1102/S/LE 18 SY

‘PaMO||0} U pey suoljoesuel) Juswa|)les Jo j0adsal ul seinpaoold 1ey) peOUSPIAS SEM )| e
"S8W092)N0 Buneylew ay) uo Lodal B paAlgoal pey Ses)iWOo) ealy 1ey) paouspine sem Ji alelidoidde aisypy e

"Jno paLed Buleq
Buirey sIy) JO @oUBPIAG OU Sem 8lay) Ing ajgelawi Bunsylew ay) Jo pasiApe 8g siagquiaw [eoo| 8y} jey) alinbal sainpadold e

"Juswedap
Jual0 ay) AQ S82IAI8S JawolsnY) JO 10j0alig 8y) O} JuasS owaw e eIA snjdins palejoap aiam saljadold ||e jey) peouspInS SBM )| e

ST/#TOT UPNY 19SSY PUE PUET JO MIIADY



g 93ed

‘se)e1sg Aq papiroid 000‘S/3F 10 uonen|eA e wolj sialip yoiym JaisiBal 18ssy ay) ul 0F 18 panjeA Buip|ing yueg ajepsapA|D
‘se)e)sg Aq papiroid 000 0SHF 1O UoEN|BA B WOJ) SIalIp Yolym sialsiBal 18ssy ay) Ul |3 1B panjeA 8SNOH 8IMod|iy
:9JoM 9say | ‘Jo)siBal 19sse soueul{ 2168)eNS UO pjay uonew.lojul

Ul saouaJayip [eusjew pawybiubly 10z/S/LE 1e se eoueul{ olbajeng 0] sajeisg Ag pepiroid suonenjeA ay) JO MBIABL \Y e

‘ejep Joysibal
19sse ajepdn 0] wWay} s|qeua 0} adueul{ 0} papJemlo} sI SIy| S}assy snjding sjelodio) pue ajes 1o} p|ay S}assy Jo joadsal
ul saunbiy uonenjea sapiroldd yoiym suonenbal |eoueuly siouno) ayl ypm Aldwod o) Ajjenuue uonewsoyul aonpold sajeisy e

' s1eah aAl} Alans wnwiuiw e se 1ng ‘pua-ieah ay)
18 an|eA Jie} J1ay} wol) Juaiaylp Ajleusiew jou si junowe Bulkiied Jisy) jey) ainsus o} Aeinbaa Ajjualoiyns panjea-al aie anjea
Jiej 1e 198ys aduejeq a8y} Ul papnjoul S}assy, Jeyl SI SJUNOdJe [enuue JNo Ul pajels se [10uno) ayj Jo Aoijod Bununoooe ay| e

S)jUsWebuelie Buipiodal pue MalAal UONeNn[eA

‘'sainp
JO uonebaibes pue ssaode WI)SAS ‘suolnesloyine Jo 10adsal ul ade|d ul ale sjoJuo0d [eutaiul ajelidoidde jey) peouspIne SBM )| e

Page 57

ueqQ Ju8dsaI) ewly ‘Bulping SAYM "€
Aesayioy‘ aoe|d ¥09q|o)  pue] ¢
uooun( ‘peoy aloweyony vgeg L

v102/E/LE
]e se }9ays aoueleq 8y} Ul 00G‘'SLF JO dNjeA |ej0] B paMoOys S}OSSE 9Say| ‘|Iouno) 8y} JO s}osse Jabuo| ou aiem yoiym
seluadoud ¢ Jo 10adsal ul selouedaldsip pajybiybiy Jaysibal 19ssy ay) ul @oueuld d16ajenS Ag pjay UoiBWIOUI BU) JO MBINBI Y e

‘AI0isIy pue siseq uonenjea ‘uoneloaldap ‘(AGN) @njeA 3ooq jau Buipnjoul uonewuoul |eloueul) ‘(sjgeordde
JI) SSalppe pue aWeU 19SSy SapN|oul pjay Uonew.lou| "SY|V Pa||ed walsAs e elA Joisibal 19SSy Ue sulejulew adueul{ oibajens e

30e|d Ul S|0JJu0D ajenbape UjiM a}9|dlliod SI UoIUM aseqejep; Jajsibal 1aSsSe Ue JO AJlIqe[leAy

ST/#TOT UPNY 19SSY PUE PUET JO MIIADY



Page 58

[ 938ed

"Josse ue
Bunexlew Jo swi ayj je palinbal sAemje jou aie saduejswnolD oly1oads uo Buipuadap pue papinoid sAemje Jou ale suoljen|ea
Juspuadapul |ewlo} 1y} paduspine sem }I @oe|d ul sjuswabuelle ayy Jo 10adsal ul pue aAljdalgns ale ainjeu AQq suonenjep

slanjeA [BUIB)Xd SE ||oM SE 92IAI8S S8le)sT ay) Aq usyelspun
aoe|d uI SI suonen|eA jJo awwesBold Buljjol e 1ey) pawiIjuod aAeY sajelsT ‘sijuswabuelle uonen|ea ajeindis Jo0u op SaiNpadoid

'spiq Jayo Bunenjeas ale Aay)
uayMm S)asse 10} anjeA Ja)sibay 19ssy ay) pue uonenjeA Bunayiew ay) Yioq JO pasIApe aJe Slaquiawl jey) uollepuswwodal e
Sl @19y} 1Y) 1IpNe ¥1/$10Z @Y} U0 82UBUIBA0L) Ylm pabieyd asoy) 0] 1odal (slojipny |Buialxg) S,puUBjlOdS 1PNy Ul palou Sem J|

pajeylew-al Buieq Apuaiino si Auadold 8y "€|/Z| 10} SUOIIPUOD pue 8NjeA 18)Jew pasiAal
ay) Jo aAneolpul Buleq ZL/L L Ul siayo snoiraid paoualael pue 000°05Z3 1e Auedoid sy panjea Apuenbesqns ¢l/z) Jeak
[eloueul} Buunp sisijelnads Auadoid SAQ Ag peonpold uodal y awi) 8y} 1B SUONIPUOD JoyJew pue alis Ie[iWIS B J0) paAsIyoe
aoud s|es ay) uo paseq sajeisg Ag 18s Sem Uolym 000‘00+3 1o eoud Buyse syy uey) Jamo| Ajjenuelsqns aiem siayo yiog
"ZL/1LL Jeak |eoueuly Buunp pajosiel pue paAledal a1em SIBLO0 Z Jeyl punoy [0oyos Alewld pesydibyooT jo mainal o)l 8yl

"slojipne [euls)xe s|1ouno) 8yl Aq yons se paalbe usaq aAey pue ,asesd 0] S}JSSe 4yons uo uonelosidsp
pue ‘||os 0] S}S0D SS8| aN|eA Jiej pue junowe Bulklied Jo Jemo| 8y) 1B painseawl 8q O] 3|es Joj p|ay Se paljISSe|d 8q 0] BLdJLIO a8y}
198W Jey) s1esse, 1ey] salels Yolym (GSy4|) piepuels Buoday |eioueuld [euoneulslul spiepuels Bununoooe yum jueljdwos
ale yueq sjepsapA|D pue asnoH aImoq|iy Yloq Jo 1oadsal ul suonen|ea Ja)siBal 1asse Jey) pawlIjuod aAeY aoueuld o16ajens

ST/#TOT UPNY 19SSY PUE PUET JO MIIADY



Page 59

g 98ed

"SOSED ||B Ul SNJelS 1ualind 0] J8jal Jou pip pue saiuadoid ayj Jo [|e apnjoul JOU PIP SIYl 1BY] PAJOU SBM }I JoASMOY
‘(dINVS) ue|d Juswabeue)y 18SSY 921AI8S 8} BIA S)SIX8 S}assy sn|ding ajelodio) ay) Jo buiodal jened jey) paouspine Sem )| e

‘salJadoud ||e Jo snjejs 8y} JOA0D J0U S80p SIUY) JOABMOH “ssa20ld JINVS
ay} ybnouyy sjosse uo Buniodas [euonippe Yyim | NQ S92IAIS8S JaWolsnd ay) 0} pajaylew Ajaioe Buiaq 1o jaylew Joj paledaud
Buieq Ajpuaiind Jayyie saiuadosd asoyy uo podad 03 sI 8oioe.d Jualingd uonelsusbaljuswdojaaapal aininy 0] 198[gns ale yoiym
saladoud pue ajes 10} a|ge|ieAe 10U Ing pajleqyiow aJe yoiym saiadold “salued |euia)xe 0) pajual/ pases| Ajjualind aje yoiym
saladoud snjdins 8q ued sIy) 10} SUOSEaY ‘|esodsIp 10} 9|ge|leAR SARY |IDUNOY) Y] 1By} S}19sse A|lIesSa0au Jou aie pue S}asse
sn|dins ajelodio) Aiobajeo |eloueuly ay) Japun pajeubisep ale jeyy saiadold Jo pasudwoo ale saiuadosd 2/ Bululewas ay| e

"9AIIN09X ] JoIyD 8y} 01 papJemioy
ale salnuiw 8y} pue Bunssw |eluswiedsag SedIAIBS Jawoisn) 0} pajuasald pue siseq Alyiuow e uo pajepdn si uodal
SIY] '9|es Jo) ploH S19ssy pue sjassy snjding ajelodio) Jo 10adsal ul Jsjsibal 19ssy oy ul papnjoul saiadoud g6 JO |10} B
Jo 1no Bunayiew Joj pasedaid Buiaq 10 gjes 10} a|gejieAe aiam yoiym saiadoud gz pawybiybiy ¢1.0zZ yoley\ L Joseodalay] e

ajep uons|dwod payadxy ©
(e1eidoudde i) spew siayQ ©
ales Buipiebal senss| Auy ©
Auadoud jo uonduosaq ©
sn|dins paJeoap usypy ©
ao11d siayjo 1o aoud ajeg ©

: s ybiybiy odal ey “o|es Joy a|qejieae si jey) Auadoud Jo snjejs ay) uo ajepdn ue saAlb yoiym Bunssw
wea | juswabeuel |ejuswiedsq S92IAIBS Jawolsn) ay} 0} siseq Ajyjuow e uo podas e asedoisd juswabeuew soje}sy e

$8SS800.1d UONEdIUNWWIO)) pue buijoday [euiajxg pue [euaiu]

ST/#TOT UPNY 19SSY PUE PUET JO MIIADY



6 93ed

‘ue|d uonoe pue Jodal ay) Jo uoneledald
a3y} pue upny ay) Buunp aouejsisse pue uonelado-02 1By} Jo) juswabeuew pue Jels sajejsg ay) 0} anp ale syuey|

"@a)lWWOo) JIpNy 8yl pue juswabeuew o) pauodal pue Jipny |euiaiu] Aq pajoyuow aq
(M suonoe jo uoneuswa|dwi yum ssalboid "uonoe ayj Jo uonajdwos Joj ajep 18bie) ay) pue uonoe ay) Joj ajqisuodsal suosiad
8] ‘suonepuswWwodal ay] Jo }Nsal e se aye) 0] paaibe aAey juswabeuew uonoe ay) 1No 18s g pue | seolpuaddy ‘esniwiwo)
1PNy 8y} 0} pauodal Jou ale YdIyM Uoljepuswiwodal Mo | S 81ay | "88)iwo) Ipny ayl 01 pauodal aq [jim yoiym | xipuaddy
Ul JNO }8S suUOollepUSWIWOda) WNIpaW $ pue ybiy ¢ alem a1y 'z pue | Xipuaddy ul 1no }8s ale 8say) pue lipne ay) Jo ued
Se paljiuapl JuswaAoidwl 10} SUOIIEPUSWIWIODA] JO JaqUINU B 819M 818y | "90URINSSE JO |[9A8]| pajiwi] & papircid sey Jipne siy |

Page 60

NOISNTONOD 9

‘'sleak G Jo ssaoxa ul 9| dwexa Jenoiled auo ul ‘awli} JO poliad papua)xe Ue 10} 0S usaq aAey Jayo Japun saiuadoud jeyy pajou
Sem }I aiowlayun4 "pajsl| Jou aJe sjuabe |eussixe Aq pajayiew Buleq seiuadold jey) pamoys 8}ISqom [I0UN0Y dU) JO MBINBI Y e

"UOIBWIOJUI JUBAB|S. 8Y) Buljielap S8a)IWWo9 eale 0}
panIwgns usaq pey suodal paouspIAs sajlj ay) JOo Malral ¥ “Auadolid sy Jo Bunaxiew ay) Yjim paleioosse SJUsWWo9 JUeAs|al
Aue pue speuw sia}jo Aue Buljieiap seniwwos eale ajeudoidde ay) 0) papiwgns aq pinoys uodal e 1ey) ajendns sainpadold e

ST/#TOT UPNY 19SSY PUE PUET JO MIIADY



Page 61

GLOZ YDIeN ,LE

J19beue| jossy

sanss| Buipuejsino
SSNOSIp 0} meT|

pue 92UBUIDAOD) Y}M
Buneaw mainal Alyjuo

wnipajy

S|

%]

paulwlapun
aoueinssy

"S90UB)SWNoII0 Bunenuaxa
pue  sapixadwod 0} enp
Jabuo| aq ueo pouad siyl leyl
pajou sem }I JBABMOH ‘polad
Yuow ¢/z e ulyum paye|dwod
obesone U0 sem  spasp
|} Buunoss ul auldwl} 8yJ

|esodsiq }9ssy

MO 10
wnipsiy
JYBIH sainpalsoid °Z
‘sieak
g Alewixoidde ur  pajepdn
GL0Z UDJBIN ,4LE u99Q JOU d9ABY SJOSSE [I0UN0D
pajepdn pue pamaiaal paulwiapun | 40 [esodsig 10}  S8INp820Id
Ja9beuep jossy 9( 0} sainpadoid ybiH [ st |eA8]  @oueinssy 9ouepIng ainpasoid
MO 10
wnipsiy
JUBIH sainpasoud °|
ajep
uonjejusawa|dwi paaibe
uosiad a|qisuodsay uoIjoy paalby Buney joeduw| ysiy sBuipui4
NV1d NOILOV Il XIAN3ddVv



Page 62

GL0C Yadie|N L€
Jobeuep sajejsy

yoddng ajeisodio)
Jabeuepy asueul4

"ajeinooe sj
J9)sibas ayj jeyy ainsua
0} @dueUl{ pue Sd)e)sd
Aq pjay uonewojul
U99M}aq }NO paLLIed

9q ||IM uoljel|1ou0d3l Y

ubiH

uolnejuasaldal siw
ul synsaJ Jo)sibal josse
ajepdn ajepdn 03 aJnjie4

Mo Jo winipay /YyBiH

S10Z Y21 L€

Jlobeue| jossy

‘porsad wnwiuiw
a)e|ndns 0} saunpasoud

ubiH

uoIRJISaPISUOD
1seg aAslyoe 0] ainjied

MO 10
wnipay
JUBIH

G10C YdI1e|N 1€

Jlobeue|y jossy

pajepdn pue pamailral
9( 0} sainpadoid

wnipap

suonepuswwodal
Jpne |eula)xa
uonoe o) ainjie

MO 10
wnipay
JUBIH

"llounoD) 8y} Jo sjasse

Jabuo| ou aitem yoiym saiuadold
¢ Ajlsweu selouedalosip
payybiybly Jeysibal Jossy oy} ul
p|ay uolew.lIojul 8y} JO MaIA3I Y
:sjesodsiq

19)s169y jJossy °G

‘€L61 PV

(puepoos) JUBWUIBAOL) |BOOT Ul
pale|ndi}s se uolelapISuod 1saq
ainsua 0} JaplJo ul sainpasold ul
1IN0 18s pjnoys pouad Buneyiew
WwNwiulW B papuswwodal si

Bunexiely y

spiq

Jayo Bunenjeas ale Asy} uasym
sjosse 10} anjeA Jaisibay 19ssy
ay} pue uonenea bBunexlew

3yl yoq JOo pasinpe ale
sleqwiaw jey} uonepuswwooal
e Jey} lipne ¥L/€L0¢ 8yl Uuo
90UBUIBAOS) ylm pabieys asouy)
0] uodas (sioupny |eussixy)
S,PUBJJOOS PNy Ul p3jou Sem

Hoday puepjoas }pny

salnpadsold ¢




Page 63

SL0Z Y2Je L

Jobeuep jossy

wuojjeid

Bunaytew swid

-9 14S 9y} s|qejieae
9ouo pue sjuabe

0} Jul] [eutalxa yjm
pajepdn aq 0} a)ISqap

wnipay

[enuajod Buneyew
asiwixew 0} ainjie4

Mo 10 wnipaly /yBiH

G10C YoIe|N L€

Jlobeuely jossy

paiedaid aq 0} poday

wnipapy

Buyew
uoIsIoap BAI08YBUI
0] pesa| ued uoljewJolul
apinoid 0]  alnje4

Mo Jo winipay /YBiH

‘pajsi| jou
ale sjuabe |eulalxe AQ pareyiew
Buieq seanuadoid ey} pamoys
3)ISgOM |IOUN0D) 8y} JO MaIABI Y

9}ISqSM |1Dunoy L
"S9SEd

[[e Ul Snlels 1uaund 0] Jajal
Jou pip pue saiadold sy Jo
[Ie dpnjoul Jou pIp Siy} jey} psjou
sem ) Janamoy ‘(dINVS) ueld
Juswabeuely 19SSy  92IAIBS
a3y} eIn s)sIxa sjassy sniding
ajelodion oy} Jo Bunlodal
|leiJed jeyy padouspine Sem

Bunioday -9




Page 64

‘PoMaINal SO)I}
9y} ul puno} 8q p|nod siy}
aoe|d ul 3nd JO 90UBpING ON "Sioquiaw
GLOZ UDIEI L€ aq 0} sjuswabuelse [e00] 0} pepJemio) a(q
pajepdn pue pasiAal paullwiapun | pjnoys ajqelawly buneylew
JabBeuepy jossy 9( 0} sainpadolid MO [ SI  |9A8]  8dueINSSY | B 1eyy ale|ndiys sainpadold
MO
10 wnips
JYBIH Bunuoday -}
ajep
uonejuswa|dwi paaibe
uosiad ajqisuodsay uoljoy paaiby Buney joeduw] ysiy sBuipui4

NV7d NOILDV ¢ XIAN3ddV



Page 65

Joayjaboj jenpusjod uno Buisieay — ayng 9 ||IABIy

¥n Aob-ayng-j|ABiemmm

}N°A0B 8)ng-[|ABJe@ ueAl||ns piAnep lewg
GZl¥09 9510 suoydsje

148 Levd ‘IAB1y ‘peayd|ibyoo] ‘Aowiy}  ssaippy

UBAI|INS pIABQ aweN

s|iejag }oLju0)



Page 66

This page is intentionally left blank



Page 67

"TTONNOD

oINg<s S102/vT0¢C
[[ASIY
¥10Z 439INIAON 3liva lanv
3111l 11dnv

NOILVOIdILAEFD TVNNNY - ONIANNA ¥3av3T

1IdNV NOLLVIIdIRI3A

NOILdIYOS3d 11idnNv

S3JIAYTS FANLONYLSVHANI ANV LNJNJOT3AId

AN3IN1LHVdId 43FNO0LSNI

140d3d 11dNV TVNASLNI

uo13o9S JIPNY |eulaju]

TIONNOD 31Ng ® TTADYY




Page 68

T 28ed

‘aouepInb yjm jueldwod pue }sngo. si ssa001d wieo 8y} 8INsud 0} - $sa204d Wie|) e
‘oouepinb yym aoueljdwood pue ssaus)a|dwod ainsus 0] - suoneoljdde jooloid e

:onnduosaud si aouepinb aiaym seade AliAloe Aay ul Bunse) ajdwes ayelapun 0} sem uaye) yoeoudde jipne syl 12

S3AILO3rd0 ANV 3d09JS lidanv

‘suonenbal Alunwwo) ueadoing pue yS 8yl yum
aoueldwoo ainsus 0} ayenbape ale [1puno)) ayl Aq paldope sainpadsold 1eyy AJLIBA 0] papuslul SI YI0M SIY| "81ed1jLIa9 SIYy) JO
uoneledaid ul aouapine Buuoddns ay Jo Led se poday [enuuy ue apiA0Id pue MalAsl B 9)eLBpuUN 0] palinbal Si jipny [eulalu|

‘papinoid s #7102 1990100 G| 0} €102 1990100 9| Jeak

ay] BuusA092 8)ed1Ilua ) UOBWILUOY) [BNUUY UEB 1Byl 8JNSUd ISNW |10Uno)) ay) Jauled peaT sy "syabpng buibeuew pue poddns
1elela109s buipinoid ‘yers Bulkojdwa 1oy a|gisuodsal si Jaupued pea se ‘[1ouno) ay] ‘siueoldde |njsseoons 0} Buipuny Buipieme
Jo} Ajljigisuodsal sey os|e 9y 9yl “Spue|s| ayl pue ||ABiy uiyiim swwelboid ¥Y3qy31 2yl Jo Buluunl ay) uo suolisioap
o16a)e)s Buiobuo Buyew pue Absjeng juswdojaaq €207 ay) BuusAldp 1o} AJjiqisuodsal aAey slaquiaw 9y "WZ L GF

jo Buipuny 8ouabilaAu0D [euORIPPE UM Spun} ¥JAv3] W/ /. €F JO JUNOWE Ue JO S)SISU0D 1,0Z — L00Z 404 Buipund ¥3av3a

(adiygos) a1elioyoaliq uonoadsu| pue sjuswAed |einy JUSWUIBA0L) Ysioos yim (y1s)

Juswoalby [9A87 821AI8S B YlIM 8oueplodde Ul {(9yT) dnolg uondy 8207 Y3Av31 Spuels| pue ||ABiy ay) 0} Jeuped pea se
S10B |IOUN0Y) 8y JUBWUIBA0L) Usinoos ay) Aq panoidde (s9y1) sdnois) uonoy |eao] Aq pataAlep st pue (days) swwelboid
juswdojena( Jeiny ysipjoos ayj jo ped si buipuny (sjeiny anbiuiouooag jJusuwdojoasq ep SuUoljoy aJiug suosier]) ‘Y3av3i

‘awwelboid
JpNy |eulaiu] GL/L0Z @Y Jo Wed se Buipuny ¥Y3Qy3] JO MaIA8I 1PNy [BUJBlU| UE JO }Nsal a8y} se paJedaud usaq sey yodal siy |

NOILONAOY.LNI

aNNO/YOMIVE

}

STOTZ/P10T Sulpung Y3AQV3IT 40 MIIASY 1PNY [BUJDIU|

[1ouno) @1ng 1 ||AS1y



¢ 98e(

‘Juswabeuew Y)m pajel pue passnosip usaqg aAey Jodal SIy} Ul paulejuod
sBuip ul Jipne Jeusajul [enpiAlpul 8y "ssadold ay) 0} 1oedwi Jidy) uo Bulpuadap aouediiubis aAneal Jisy) 0} Buipioooe sbulpuly
Hpne jeulajul Buisipuoud Joy Juswabeuew |IDUNOD Yim paaibe pue padojoAsp uaaq sey sbuijel Jipne [eusajul 1oy lomawels siy |

'sanss| 8y} 0) 8a4nosal ajeldoidde Buneooje Juswabeuew yum ‘Ajuabin passaippe
8Q 1SnW UYOIym [9A3] 9|ge}dadde ue BSAOQe XSl |enpisal SAISUSIXS PUB SaSSauyeam
Aay bBuikeidsip aie ysiy JO juswabeuely 8y} pue SOUBUIBAOL) ‘|0JjUOD |eulsiy| payuwi A1op

'sanss| ay) 0] 8a4nosal ajeldoidde buneooje Juswabeuew Yum ‘9jeosawl) ajqeuoseal

B UIYIM passalppe a8Q }Snw Sassauyeam pue sl [enpisal g|gejdsdoeun jo pual
|leJauab e Buike|dsip aie ¥siy JO juswabeuely 8y} pue 8OUBUIBAOS) ‘[0JJUOD |eussiy| pajwi
"9|BOSOWI} 9|qeuOSeal B UIYIM passalppe aq 0} paau pue |9A9| 9|qejdadoe

ue anoge Apybis aie jeyl Sl [enpisal JO SJUBWI® JBYJ0 INg ‘qSU |enpisal al|

JO ainxiw e pake|dsip aAey YSiyY JO Juswabeuely 8y} pue a0UBUIBAOL) ‘|0JJUOY) [Buld}U| |euejsqns

"YIM jjeap 1o pajdadde Buiaq Jayyie aie Yyoiym HSi [enpisal Jo Sjuswa|d |euibiew Ajuo
ypm piepuels ybiy e je ale ysiy JO Juswabeuely sy} pue 80UBUIBAOL) ‘|0J3U0D) |eulsiuy| ybiH
UaAIb aoueINSSY JO |[9A3] 3y} 10} UOSEIY 9oUBINSSY JO |[9AdT]

‘lenuelsgng si podal siyy Jo) usAlb aoueINSSE JO |9A9] By |

Page 69

NOINIdO Lidnv ¥

'$s$900.4d swiejo ay) ul siodd Bulpsebas uoiun ueadoing ayy Aq
pasodwi saulj [enueisqns 0} pes| pjnod Yolym walsAs pue ssa204d |0Jju0d [eusdjul }SNQoJ B 9ABY O} ainjied :91Y4S 3

pue ‘sanljigisuodsal Aloniels 1o suonenbal ‘uonesiba] mau yym A|dwod o0y ainjied €1 YS .

"odal 8y} Jo G uonoasg ul pajie}ap se poddns
1eLe}aI09g ayl ybnouy) Jauled pea ayl Aq pabeuew pue passaippe usaq aAeY Ing ‘paljiiuspl alam sysu Buimojjo}
ay | ‘upne ay uo 1oedwi Ajjenualod jeyr sysi Aue Ajnuspl 0] pamalnal sem Jaisibal ysil oY) sseooud 1ipne syl joued sy  |'¢

d3¥3AISNOD SMSIH '€

STOTZ/P10T Sulpung Y3AQV3IT 40 MIIASY APNY [BUJDIU|

[1ouno) @1ng 1 ||ASay



Page 70

€ 28ed

"JNO paLIBd uUsa( Jou Sey S}SOO uoljedisiuiwpe 9y 40} Wiejd ay) pue 1abpa| s Iouno) 8y} Uusamiaq Uonel|Iou0dal
3y} 1By} palou sem I Janamoy aduepinb jueAsjal yim jueljdwod aq 0} punoj sem ssadoid swieo pue suoneoldde josfoid ay| e

"Juswaalby [9A87] 92IAI8S paalbe ay) yim jueldwod si pue aouepinb [ealuyos) ayy o) bulaype si [1ounod) aing pue ||ABiy
‘OV1 ¥3Aav31 spue|s| pue |ABiy 8y} Jo} Jouped pes| se jey) ainsud 0} aoe|d ul SWalsAs 1Sngol ale a1ay] Jey} punoj Sem }| e

‘Buipun} ¥Y3Qqvy31 Jo} suoneoidde Buinoidde pue Buisieisdde
‘buidojonap 1o}y yoeoudde painjoniys e dojasp 0] sanunuod (9Hy]) dnois uonoy 207 ¥Y3Av3] spuels| pue |ABiy syl e

:1pne ay) Aq pajelauab altem sbulpuly Buimojoy ay |

SONIANId 'S

‘Aem jueoijiubis Aue ul seAoalqo sii 198w 0] Wa)sAs ay) Jo Alljige ay) 109)je 01 Jeadde Jou SB0p Ssauyeam
8yl -paoauod Apusnbasgns Sswa)l JO-8UO ‘S|0JJUOD JO SSBUBAIDSYS pue Adusiole ay) aAoidwil 0} SUOIBPUSWIWOOA) JoUulW - MO

‘paunoal aiem 1 JI paonpal Apuediiubis g pjnom Joaid JO 3Su 8y} Ing ‘1ealb AjLessadau

JOU S| Ssauyeam 8y "ainynj ay} ul Juedylubls aq pINOd Yolym swisll pue waisAs ay) Jo saAjoalqo ay) Bunesw ul isisse ||Im
UOIYM S[OJ3UOD JO SSBUBANDBYS pue Aouaille ayj 0} sjuswanoidwi ‘S[oJuod jeulajul Juepodwl SS8| U0 SUOIBAISSCO - WNIPS
£J0119 10 SSO| 0] 8sl oAb ai0jalay) Aew ssauyeam ay| “Wa)sAs ayj Jo SaAN0alqo ay) Jo $S829NS 8y} O} [BO1j1IO

sJojoe} 0} Bunejal siapew juedylubls "S|oJuod |eulsiul Juelodwl JBYl0 pue S|oJjuod |9A9] ybiy uo suoneasasqo Jolew - ybiH

-MO0J9Q N0 }8S aJe UOIIBOIJISSEIO YOBd JO SUORIUSP 8y "MOT Jo wnipajy ‘YbiH se palyisselo si Buipulj yoe3 "paulepnaose
g ued sbBuipuly ay jo soueolyiubis ay) Jey) Jeplo ul pajdope usaq sey ‘uonoe ue ul paynsal aAey yoiym ‘sbuipul) pne Buipelb jo walisAs vy

STOTZ/P10T Sulpung Y3AQV3IT 40 MIIASY APNY [BUJDIU|

[1ouno) @1ng 1 ||ASay



Page 71

1 98ed

‘ue|d uonoe pue Jodal ay} jo uonesedald
3y} pue jipny a8y} Buunp aouelsisse pue uonesado-0d Ji1dy) JO} Juswabeuew pue yeis ¥Y3Jay31 Oyl O} anp ale syuey]

"99))IWWOYD JIPNY

8y} pue juswabeuew o] pauodal pue 1ipny [eussiu] Ag paiojiuow aq [[Im suonoe jo uonejuswa|dwi yim ssaiboid "uonoe ay)

Jo uona|dwoo Joj ajep 186.e) 8y} pue uonoe ay) Jo} a|qisuodsal suosiad 8y} ‘SUOIIEPUSWILLOISI 8U) JO }NSal e Se aye) 0] paalbe
aAeY Juswabeuew uonoe ay} N0 s}as | sedipuaddy ‘suoljepuswWLOdal MO| OU 8le alay | 9a)iWwwod JIpNy 8y} 0} pauodal aq
(M yoIym | xipuaddy Ui N0 18S UOIEPUSLIWIOa) WNIPBW SUO SI 818y "90URINSSE JO [9AS] [eluelSqns e papirocid sey lipne siy |

NOISNTONOD 9

STOTZ/P10T Sulpung Y3AQV3IT 40 MIIASY APNY [BUJDIU|

[1ouno) @1ng 1 ||ASay



Page 72

'710C 19quadaQ LE

19b6eue Juawdojanag

1921430

upoddng ueadoun3 ay}
Aq pajajdwod aq |jim
196p9| s, |1IoUN0H 3y}

‘Bununodsoe 1981100Ul 0}
pes| Ued UONeI|Iou0dal

"JNO palIed usaq jou
sey S}s09 uoneJjsiuiwpe
OV 10} Wiep

ay] pue J1abpa| s, |1ouno)
3y} Usam}aq uoiel|iouooal
3yj jey} pajou sem i
Janamoy aouepinb jueasjal
yim jueldwod aq 0} punoy
sem ssao0ud swiel pue

o1WIOUO09T | Y}IM uoljel|iouodal ay | wnipap\ | 8y} o Aued oy ainjeq suoneoldde josfoid ay |
Mo
1o wnipap
uBIH s.uopje||iouoday |
ajep
uonejuaws|dwi paaibe
uosiad a|qisuodsay uoljoy paaiby Buney joeduwy] ysiy sBuipui4
NV1d NOILDV I XIAN3ddV




Page 73

"TIONNOD

NS

[IA

ol

\

Jayjaboy} jenuajod uno buisijeay —ayng 9 ||ABiy

yn-Aob-ayng-jjABiemmm
3N'AoB-8Ing-||ABie@ueAl|ns pinep [lewg

GZL¥09 9¥G1L0 8uoyds|a]

148 1Levd ‘[IABay ‘peayd|ibyoo] ‘Alowyry]  ssaippy

UeAI|INS piAeQg aweN

s|iejaqg joLju0)



Page 74

This page is intentionally left blank



Page 75

"TIONNOD

NGk ST0Z/v102
[[ASIY
¥10¢ ¥390100 3iva lianv
AINViAd
31111 11idnv

— LNJINTFOVNVIN SONVINAOH4¥3d 40 MIIATA

lidnNv a3svda MSi

NOILdIYOS3A 1Lianv

S3DIAYTS ¥3INOLSND

IN3INLYVHIA ¥3INOLSND

140d3d 11dNV TVNA3LNI

Uo99S JPNY [euaju

TIONNOD 31N8 ?® T1ADHV




Page 76

T 28ed

‘diysisuped buiuue|d Allunwwo) pue juswaalby awodnQ a|bulg ay) buipiebal sjdwexs 1o) — eale ajoym
ay} Joj ainoid e dn pjing ued am jeyj 0s aouewdopad Jisy) Jnoge uonewlojul Alddns ‘sadlnIeg all4 pue 82110d ‘SHN 9y} ajdwexa
10} ‘slauped -suonesiueblo Jauped ino 0} pue olgnd ay} o} souewlopad uodas 0) piwelhd Buisn ale |1Duno) ay) Ajbuisealou|

‘JJB]S JO SJIaquisaW Pajeulwou 0} pajol}sal si uonewlojul Jo Bunepdn ybnoyye wa)sAs ayj ul paMaIA 8g UBD Jeym uo
uonou]sal ou si atey) Buiuodal Jusiedsuel) pue uado abeinoous 0] pue ‘yels Jo siequis pue SIoj|Iounoy [|e 01 8|ge|ieAe Si plwelid

‘sbunesw (] NQ) wea ] uswabeuel [ejuswiiedaq Jiay] 1B SI0}0alig AIIN08X]
pue a2IAI8g JO speaH AQ paJoliuow ale SpIedalods 92IAI9G “siseq Allauenb e uo aapiwwo) (SYHd) Aunniog pue mainay @ouew.oulad
8y] pue sJojoallq SAINISXT ‘@AlNdaxXg JolyD oyl Ag pasiunnios ale SpIedslods |ejuswiedsp pue pledalods |Iouno) 8yl

‘wa)sAs ay) Jo siasn 1oy oddns Buipinoid se ||om se Juswabeue)y aouewlIoudd
uo Jodas pue asAleue wes) (QO|) Juawdoleasq |euonesiuebiQ pue juswanoldw] syl -dpirnold am jey) SadIAIBes JOo abuel peouq
ay] ssouoe souewlopad Jo S|9A8] UO uoljewloul ayep o1 dn Buipinold ‘weisAg Juswaebeuel aouewlIONdd S,|loUN0) 8y SI plwelid

"S9A0B[qQ d1b9jeNS SH
uo paxiy Ajwuiy surewal uonesiuebio ay) JO0 SO0} 8y} 8Jnsud 0} jJdwa)je pauaduod e sjuasaldal pJeoalods paouejeq 8y “aouewlopsad
sobeuew pue sueid 3 moy saquosap yoiym (d4iNdd) dHomawelq juswebeuel\ aouewlopad pue Buluue|ld e sey |IOouno) ay|

‘awwelboud jpny
[eusalu| GL/yL0Z du) Jo ued se pauueld uaaq sey (JIouno) ayy) |1DUN0) aing pue |ABly SSoIoe aduewlIopad pluelld JO mainal

aNNOYOMIVE I

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY



Page 77

7 93ed

uonewJojul souewlopad Ajawnun pue aeinooeul ‘e)a|dwooul wod) Buisue Buiyew uoisioap aAndaaU|

‘PAABIYOE Ble SBAI08[qo 8say) 8INSUd 0} $821N0Sal pue AJaAlj|p ad1AIas ubije uay) pue saAjoalqo o16s)el)s Jno 18S 0] [1I9UN0YD
ay} Jo Ajjige ayy uo joedwi aAjebau e aAey |m uonoaliq pue diysiepes dibaiellS JO Moe| WV - £1(YYS) Jeisibay sy oibaiens

A3™AFAISNOD SMSIY '€

Jabeuel swwelbold ‘syjusws|) pineq e
pue ‘Jabeue\ QO| ‘uld|yoN UAjole) e
‘Juswieda( JO peaH — J9IMO4 duer e

:8q ||IM S}OBIUOD UIBW pUB JIpNEe SIY) Ul PBAJOAUI 8( ||IM UDIYM 82IAISS pue SJadljjo ay |
"@ouspIAe Buioddns pue Aoeinooe Jo) paljlioA pue pa)sal Jojedlpul Yoea YliM Usyelspun sem spiesaloos Jo Buldwes

Yoeqpas) Jasn e
uoddns Jasn pue apinb uesn e

piwelAd wody uonewlojul jo Buipeoseo pue buiioday e

1PS pue MaIA ‘SS820B WB)SAS punoJe S|ojuo) e

plwelAd ul pajosjjal Ajgjeinooe ale sanidalqo JINdd @
‘PoouUBpIAS SI WB)SAS piwelAd ay) 01 Indul eleq e

wa)sAs ay) ul pjay uolewlojul Jo Aoeinooe pue Aous)sSISUOD) e

:Buimol|o) 8y} ssasse ||IIMm SN “WB)sAs ay) woly paonpoud sndino
pue solnsiels Jo Aoeindoe Jo |9A8] pue walsAs piwelAd ayy ojul eyep jo jndul Joj aoejd ul sjuswabuelie ay} JOAOD |[IM Jipne ay |

S3AILO3Ird0 ANV 3d02S Lianv ¢

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY



Page 78

€ 28ed

‘Aem jueolyiubis Aue ul saAjoalqo Ss) jJ@aw 0] Wd)sAs ay) Jo Ajljige ay) 10aye 0} Jeadde jJou Seop ssauyeam

a3yl -pejoaulod Ajusnbasgns swa)l JO-suo ‘S|0JJU0D JO SSBUBAINDSYS pue Aousioiys ay} aAoldwi 0} SuolepuUSWWOda) JOUIW - MO
‘pauoal a1em 1 JI paonpal Ajjuesiiubls aq pjnom J04Id JO ¥sil 8y} Inqg ‘Jealb

Alluessaoau Jou S| ssauyeam ay |  ‘aJdninj 8yl ul Jueoyiubls aq piNnoo yoiym swayl pue walsAs ay) Jo seAndalqo ayy Buipeaw ul isisse
M UDIYM S|OJJU0D JO SSBUBAIIDSYS pue Aousiolys ay) 0} sjuswanoidwi ‘S|oJ3uod |eulajul juepodwl SS8| U0 SUOIBAISSJO - wNIPaA
110419 10 SSO| 0} 89Sl aAIb a10jaloy} Aew ssauyeam ay] “Wa)SAs 8y} JO SBAI30S[QO 8y} JO SS829NS By}

0} |eonIo sJo}oey) 0} Bunejal sisjew uediiubls *SjoJjuo09d |eulajul Jueuodwl J8yjo pue Sjojuod |9A9] ybiy uo suoljeAlasqo Jolew - ybiH

-:MOJa(Q 1N0 18S aJe UOoIjRIIJISSE|O Yoea JO suoniuljep 8y Mo Jo wnipajy ‘ybiH se paiisse|o sI Buipulj yoeg ‘pauleladse aq ued
sBulpulj ay} Jo aosuediubis ay) jey) Jepio ul paydope usaq Sey ‘uoljoe ue ul paynsal aAey yoiym ‘sbuipuly yipne Buipelb Jo walsAs vy

‘Juswabeuew yjm pajel pue passnosip usaq aAey Jodal Siy} ul pauleluod
sbBuipulj Jipne [euJajul |enpiAlpul 8y "ssao04d ay) 0} joedwl Jisyy uo Buipuadep aouediiubis aAiejas a8y} 0} Buipiodoe sbulpuly
ypne |eusajul Buisnuoud Joy Juswabeuew [1ouno) yum paalbe pue padojaasp usaq sey sbuijes jipne [eulsjul Jo) YJomawel) Siy |

‘'sanss| 8y} 0} 8d4nosal a)elidoidde Buneoo)e yuswabeuew
ypm ‘Apusbin passaippe ag i1snw Uoiym |9A9] a|qeidaddoe ue SAOQe XSl |enpiSal SAISUBIXS
pue sassauyeam Aay Buike|dsip aie ysiy Jo Juswabeuel) 8y} pue 8dUBUIBA0L) ‘|0JUOD [BUIB)U| paywi Auap

'Sanss| ay) 0} @24nosal ajelidosdde Buneoojje yuswabeuew yum

‘9]eosawl} 9|qeuoseal B UIYIM PasSSaIppe g JSNW S8SSaUyeam pue ysil [enpisal a|geydasoeun
JOo puaJ} |esausb e Buike|dsip ale YSiy JO Juswabeue|\ 8y} pue 82UBUISAOL) ‘|0JlUOY) [BuUIBlU| pajywi
"9]eaoSawWl] 9|geuoseal e UIYlIM passalppe 8q 0} pasu

pue |aA9| a|gejdadoe ue anoqe Apybils aJe jey) ysi |enpisal JO SJuawald Jayjo g “HSL [enpisal

|| Jo ainmxiw e pakeldsip aABY XSIY JO Juswabeue|y 8yl pue 82UBUISAOL) ‘|0JUOD |euldlu] |enuelsqng
“U1IM 1jeep Jo pajdeooe Buiaq Jayye ale yoiym si |enpisal Jo sjusws|e |eulbiew
Aluo yum piepuels ybiy e 1e ale sy Jo Juswabeue)\ 8yl pue 82UBUISAOS) ‘|0JjU0D [eulaluy| ybiH

UBAIB 9ouURINSSY JO |9A3] 9} 10} UOSEAY | 9OURINSSY JO [9AdT]

‘lenueisqng si Jodal Siy) J0) USAIB aouBINSSe JO [8A8] 8Y |

NOINIdO 1I1anv ‘v

ST/¥T0T AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY




Page 79

1 98ed

"UBNILIMIBAO ale sainbl) piwelAd ay) pue spiooal
UMO JIaY} UlBluleW S82IAI8S S80UBRJSUI OM] Ul Jey] Pajou OS|e SeM ]| "JOJid UewNY JO YSII |[eUOIIpPE O} SpPes| pue aAISuaul
Jnoge| si sseooud SIYy| “papnjoxe usaq aAey pinoys 1ey) ejep Buiuieluod uodal ay) 0) anp paje|ndiuew Ajjenuew usy) s Jodal
ay] "joo) Buniodal SONSOD 8U1 BIA WBISAG Juswabeuely $80IN0S8y UBLWINH ‘YUIT82JN0Say WO} POJOBIIXS S| UONBWIOJUI 8y e

pJe28.109S (gyd) Juswdojarsq pue Mmairey 8oUBUIOLS
‘BullIN920 Jolie uewny
JO YSl 8y} JO BWOS SajeuUIWId YdIym walsAs ay) wol) 10alip unl 8q 0} suodal smoje siy) ‘ejep [enuew papiwgns Ajsnoinaid
oym (YHHAM pue uopugqung ‘sswoH auA4 ‘YHOV) suonesiuebio Jauped ¢ ayl AQ asn ul mou SI WaIsAs QY 1|MgY Ul e
‘BlEp 9}eINdoe Paulelu0d PaMaIASI SI0}eDIpUI
ay] ||le ‘waisAs piwelhd ay} ojul Indul pue wa)sAg Juswabeuely asen) BuiSNOH SY1IYgY 2yl WoJ) pajoelixa S| UOljewlojul 8y e

pP1B28.100S SSOUSS9/oWIOH

"BlEp 9]BIN20E Paulelu0D PAMSIASI SI0)eDIpUl
ay ||le ‘wa)sAs piwelld ayy ojul indul 0y Joud juswabeuew Aq pamainal pue SWa)SAS SNOLIBA WOU) Pa}e||0d S| UollewIoul 8y e

pJe28i09s podsuel] pajeisbajul

:WIB)SAS 8U) UIYIIM p|ay Blep 8y} SSOSSE 0] PaMBIAS) 8J8M SPIeOaI00S 88y |

IN3LSAS 3HL NI @73H NOILVINRHOLNI 40 ADVHNIIV

1pne ay) Aq pajelauab alam sbuipuly Buimoljo) ay |

SONIANIA 'S

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY



Page 80

G 238ed

-ABojopoylew ay) Ul sessauyeam ale alay) ‘Janamoy ‘Jodal
ay} Agq pauoddns ale weisAs piwelld sy} ojul palsjus sainbly sy Hodal SONDOD B JO W0} 8y} Ul papiAoid SeM BOUBPIAT e

pJe28.109S g¥d

"WB)SAS piwelAd ay) Ojul palajua sainbiy pauwuyuod sajij pue uonejuawnoop bunioddng “sanuoyne
[00] J8yl0 ypum Bupjiewyousq uo uonjewsojul Buipnjoul 8}ISgeM JUSWIUISAOS) USIJI00S 8yl U0 U8d8S g Uued uoljew.lojul
SIY] JUBWUIBA0S) USII0OS 8y} O]} pajiwgns OS|e ejep JueAd|al UM WalsAsS SYLIYEY @U) UIYIM paulejuod S| 90USpPIAT e

pP1e28.100S SSOUSSS[oWIOH

"WB)SAs piwelAd ay) Ojul palajua sainbly pauwujuod sa|lj pue uoneuawnoop buloddng
‘palinbal ejep ay} ||e asAjeue 0} A|BAnoaya pasn si ABOjoUYId) pue paulejulew ||dM ale SpJodal ‘papincid sem B0UBPIAT e

pJe28.109S Lodsuel| pajeibajul

UOoNBWL.IOJUI 82JN0S 8Y) 0] YoBq Pa)Sa) aiaM SpPJedalodg 88y |

3ON3AIAT SI NILSAS AINVYIAd 3HL OLNI LNdNI V1vd

‘sjab.e) jsuiebe ssalboud Jo uonejuasaidalsiw 0} pes| ued Bulpunol Jo 8sn e

|elauoar)

‘pa1a|dwod sgyd JO Jaquinu Jo uonejuasaldalsiw
S| alay} ‘alojateyl "sisod (314) wsjeainbg awi ||n4 uo paseq sl sQyd bBuipiebas uonewdoyul Bune|od Jo ssadoud Byl e
"anp sQ¥d JO 9AN09|§al Jou ale sainbl) a10e48Y) JUBWPUOISS UO seakojdwa sapn|oxa
$$9004d UOnE||0D BY) 1Byl PaJOU SBeM }| ‘palsius aq 0} SQyd pale|dwod jJo siaquinu pue gyd e Joj a|qibie seakojdwsa jo
siaqwinu salinbal wa)sAg plwelAd 8yl Hodal SONDOD 8y} Wol) paALap elep palipa ay) wol) pajepdn Ajjenuew si plwelAd e

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY



Page 81

98e(

"9]eJNooe pue Ajawi aie spodal ay) 1Byl pauwIUod SN Wes | Juswabeuel) JoIUSS ‘@8I0 SYHd 0] SLodal Jo MmNl Yy e
"8)ISgOM S [IDUNO0Y) BY} UO pue 89)liluwo)

Aunniog pue mainey aouewlopad ay) ybnoayy Apignd psepodal osje aie spiedalods |ejuswiledsa pue [IDUN0) Byl e
‘sbunesw

wes) uswabeue 92IAI8S pue s NG ‘LINS ‘Smalral 0og 1e aoe|d seye) souewlopad Jo maiAal Jeinbal Jey) peouspIne SEM ]| e

‘AINVYIAd NO¥d NOILVINYOLNI 40 ONIAVISVI ANV ONILYOdTY

"pa1oLIISal 10U SI piluelAd UIylm eiep jo Buiips aAnoadsoney e
‘wiea)] 82IAJS8S Yoea UIYIM JJels JO Slaquialu pajeulluou 0) pajoLsal SI uolewlojul jo Bunepdn e
"WiB1sAs ay) Ul pamaIA 8g UBD JeYM UO UOIOLIISal
ou sI aJay) Buniodal jusiedsuely pue uado abeinoous 0] pue JeIS JO SiaquiaWl pue SJO|[IDUN0Y ||e O} a|ge|ieA. S| PIWeIAd e

STOYULNOD WIALSAS

"a|ge|IeA. Jou pue juswdojaAsp Japun Ajualind ale Yolym spieoalods sueld A1aAleg YOS €202 — €102 a4l

Jo uondaoxa ay) YlM saAnoalqo JNdd S109)al plwelld Jey) paouspiAe Sem )| . 'Sa|gelaAllap YOS/dD pue ue|d 8jelodio) Jo

JuswiaAsIYoe ainseall 0] pue uonesiueblo ay) ul S|aAg)] ||e 1e palinbai uonew.lojul Juswabeuew Asy syl apiroid 01 spiessloog
Baly pue aolAleg ‘uswipedsq ‘1ouno sepnjoul WalsAs ay], Sale)s Juswnoop 4ANdd @Yl UIYIM JUSWILUWOD Juaind ay| e
"MaIA8J Japun Ajjualing si (4INdd) Ylomawel juswabeue|y aouewlouad pue Buluueld e

AINVYAd NI d31237434 AT3LVHNIIV FdV S3AAILD3Ard0 dINdd
‘uolnew.ojul Jo dn-jjoJ JO sw.a)} Ul

8]eJnooe aq 0] punoj pue pa)sa) sem ssaooid SIy| "SpJed 8100s [aA8] Jaybiy Ojul Spas) SpJedalods a8say) Wolj ejep ay| ‘SeAnoalqQ
a1elodio) piemo) ssalboid ay) SMOUS Yolym pJesslodg [1ouno) ay) Jo sued 0) dn pes) pamaiAal SpIedalods 8aly) || Jo slusws|g

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY



Page 82

/ 98e(

‘ue|d uonoe
pue uodal ay) Jo uoneledald ay) pue Jipny ay) Bulnp aouejsisse pue uoielado-09 Jiay) J0j Juswabeuew pue yJels 0} anp ale syuey |

"99)ILIWOY }IpNY 8y} pue jJuswabeuew 0} payuodal pue Jipny |eulsiu| Aq
paJojiuow aq [|IM suoljoe Jo uonejusws|dwi ypm ssaibold -uoioe ay) Jo uona|dwod 1oy ajep }abie} ayj pue uoloe ay) 4o} o|qisuodsal
suosJad a8y} ‘suolepuswwodal 8y} JO }Nsal e se aye} 0} paalbe aAey juswabeuew uonoe ayj N0 18S g pue | sadlpuaddy
"99JILIWOY }IpNy 8y} 0} papodal Jou S| YdIym uoljepuswiiodal MO| SUO S| aJay| "espiwwo) Jipny 8y} 0} pauodal aq |IM Yoiym
| xipuaddy ul N0 }8S suollepuaWIWIOdal wnipaw g pue ybiy g a1om alay] "z pue | xipuaddy ul Jno }8s aie asay)} pue Jpne ay} jo ued
Se paljuapl JuswaAoldwl JO) SUOIIEPUSWILIODAI JO JOqWINU B 8JoM 818y "80UBINSSE JO |9A3] |elluelsgns e papiaoid sey lipne siyl

NOISNTONOD 9

‘Blep passadoe Ajjuanbal) ajepdn pue mala AoInb 0] syJewyo0oq asn |
‘Blep AW $S820B 0] SMAIA PasIWo}sSnd asn |
"'Spaau Aw 1o} 9|gelns aJe pasn awayods JN0j0) pue suod)|
‘peal 0} Ases S| jey) 1ewloy pue azis e ul paAe|dsip S| uoljewloju] ©
:8Je payjuapl usaq aey Juswanosdwi
IO} sSeale aJoym SjusawadlelS ‘WIaISAS Byl YUM uoloejsies JO |9A8] B pajoag|jal suinjal Aaains ayy Jo Awuolew ay) ISIIYM e
"€ Xipuaddy ul pasieWIWNS BJe S} NSaJ 8y} pue PaAlgdal a1om sasuodsal || ‘Slesn piwelhd G| JO udye} Sem AanIns Yy e

o O O

MOvad334 d3sn

uswdojara [euonesiueblQ pue JuswaAoidw| Wolj a|jge|ieAe Si pieliAd JO S1asSn Jo) 9oUe)sISSy e
"apINb Jasn aAlsuasyaldwod Jo JUBWNO0pP UoIoNIsul Ue Jo Aljige|ieA. ay) 0] Se 80USPIAS OU S| 818y ‘JoABMOH
“l MBIA 0] MOY pue Wa)SAS ay) Ul pjay SI UOIBWIOLUI JBUM JO MBIAIBAO UB SMOYS apInb piweifd O} SWODBAA 8] JO MaIABI Y e

:10ddNS Jd3SN ANV 3AiNO d3sn

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY



Page 83

T 28ed

G1L0c yoten

dH pue
JuswaAoidw jJo pesH

plwelid
ybnouyy sjgejiene
ale sue|d AIdAlldg YOS

wnipajy

‘KjoAiosye palojiuow
pue painsesw lou ale
SJUBWAA3IYOE YOS /dD

GL0c yote

dH pue
juswanoidw jo pesH

GL0c yoie

YH pue
JuswaAoidw| Jo peaH

9102 Yol
YH pue

‘palinbal sbunsaw qyd
JO Jaqwinu yym spodau
ay} ul paoedal sl 31 4
1e4l 1INS 0} puswiwooal
llim Buriodas ayd

0} yoeolidde pasinal

JUBWPUODSS
uo saalkojdwae

[|le @pnjoul 0} papuawe
ale spuodal SONDOD

‘elep a|qeljal apiroid
0] suodal Jo uonesio
ay) sainsus jo8lold

ubiH

ybIH

‘Buniodal-siw JO YSiy

‘Buiiodal-siw JO YSiy

‘a|qe|ieAe
10A J0U pue Juswdojansp
Japun Ajuauno

ale spJedaloos sue|d

AJan1oQ YOS €202 — €102
VOS ¥

‘s)sod

(314) usjeainb3 swiy
[IN4 Uo paseq s! sgyd
Buipiebal uonewsoyul
Bune|oo jo ssaooud ay |

Koeuinooy ¢

"anp sy d JO d9AIjo8j4el

Jou ale sainbly aio}8I0Y}
JuBwWpuUoo8s uo saakojdwae
sopn|oxa ssao0.1d uole|(|od
9y} 1ey} pajou Sem }|

Aoeunooy g

‘9|geljaiun
sI ejep Qyd buipiroid

JuswaAoidw jJo pesH ¥ JuI|@2IN0say ay | ybiH ‘Buiiodal-siw JO ysiy Hodal SONDOD 8yl
Aoeinooy -}
ajep Mo 10
uonjejuswajdwi paaibe wnipaN  /YybBiH
uosiad  9|qisuodsay uoljoy paaiby Buney joedwyj ysiy sBuipui4
NV7d NOILODV I XIAN3ddV

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY



Page 84

Alpuauy Jasn
S| wa)sAg uswabeuel\ souewlopad piuellAd auy) eyl Juiyl | ||BI8AQ

4

©

piwelAd uo
uoljewuojul ssuewlopad uo yoeqpas) Juswabeuew Jenbal anlgdal |

€l

spaau AW 10} 8|ge)INS 8ie pasn aWwayos JN0jo) pue SUod|

<l

puejsiapun 0} Ases sI piwelAd Uuo uolewlou|

12

peal 0} Ases SI jey) 1ewllo) pue azis e ul paAe|dsip sI uoiewloju|

0l

elep AW SS820e 0] SMaIA PaSIWOISND asn |

elep passadoe Ajjuanbal) sjepdn pue malA APoINb 0] syJewy00q asn |

Sl e BRI R ol A

M =~ N MW

NlO | O N |

ejep BulAjyepun pue spieoalods palinbal 0] ajebineu Ajisea ueo |

piwelid
JO @sn 8y} ul aw }sisse 0} uoddns Jasn pue Buluiel] JUsIDIYNS BAIB8 |

ol

Jayndwod Aw wody piuelhd o} ul-60| ued pue 0} SS800e AR |

uonew.oul souewlouad
paulquioo apiroid 0) sisuped Jno wouy passyieb si uonewlolu]

Jayjo yoes
OJUI P98} 1BY) SBLUBY) PUR S|SAS| |BJBASS 1B ISIXS SPJe0aloos plwelld

aouewJopad 1odal pue Jojluow O] pasn ale SpIedal0ds pielld

8

(4N dd) Momawe.d
Juswabeuel) aouewlouad pue Buluue|d e sey |IDuno) ay |

juswuwod

10} siseq ON

oalbesip
KBbuons

saibesiqg

2.6y

oaube
KBbuons

S11NS3d AJAUNS

€ XIAN3ddVv

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY




Page 85

bl - | % 98 L9 8L pe1e|dwod sQYd JO % S22IARS Ajluawy g speoy
t+ B8 % G6 £6 86 paje|dwod sayd Jo 9% Ss01AIRS Aloje|nBay B buluueld
B % ¥6 89 [ pa12|dwiod sQyd JO % JuswdojaAaq diwouod3
*+ B % €6 vLT 96¢ pa39|dod SQYd JO 9 SBIIAISS Binjonuselyu] B juswdopnag
4B % S6 19 ¥9 Pa3e|diod SQ¥d JO % HH B JusLusAc.d]
.m. ”— 9% 88 i 0g paie|dwod SOHd JO B MET R 30URLLIBAOL)
B % 86 6 0s pe1e|dwod SqQYd J0 % SRS AYjied
88 % G6 44! 08T pa3{dWod SOYd JO % S80IAIRS Hoddns g auolsn)
a8 % S6 L1€ (333 Pa3e|dwod SQYd JO % SSIIAISS Jawe)sn)
il - | % 95 99 ZsT'T pa3e|dwod sQyd JO 9 uoneanp3
T+ % 1L €6 TET Pa3RIdWod SQHd 4O % S4N3ND B AJUNWWOD
il - | % S8 44! bhT pa18|dwiod sqQyd JO % Saljituey pue usip|iyD
1 % 19 8T 65T paje|dwod sqyd 10 % 248D YNpy
T+ % 19 6Z0'T £69'T pa1R|dWod SQHd JO % SSIIAIBS AUNWILWIO)
LB % 66 €€ v pa38|dwod saYd Jo 9% Soueul dibaiens
2B % 66 43 9€ Pe1R|dWod SAYd JO % 5,2AIN29X3 JBIYD
. : 'SUUOL aAjEM Snomsd S um ss3004d Od 3U) pas|dweo

% 0/ 159°7 LSE'T 8By O 850U PUE (T & 40 2igiEYe 8ie oy pousd Butioday ey jo pua a8

il ﬂ— aoinag pue usLpedsy] yoes vl saadojduws jo Jaquunu sy) spods) uogoss siy|

a39|dwod 232|dwod saafojdws
SUAd % S4ad “ON Jo lRquInN [I9UNOD GRY SC¥d - TdH
% 06 - SO¥d % j90iey sjesodio) | ST/4T 2O

AaIM3IATY SAUVIIIO0IS ¥ XIAN3ddV

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY



Page 86

Newyousg g1 NieLou=g
., ! = v spodsau unowmeysq | A ~ -~ Jeah jepueuy
mu m e peq jo opN - Hodsues3 jidng mu = e Bunnp suopoadsu; snq jooyos jo oN
_u_.LmEsucvm £ HIEWLDUSG
1L g oy | ssenbay | A : Ty Jeah |epueuy
) g e AYAIRY JenoLund enx3 % 3 z G Buunp si3qj3ys snq mau Jo oN
0s Hlewipusg
8 0s 1e61e) -
: 989'971'6 7 586'999'6 7 pua 1eaj u = P B 201M] pauez|d si=3j2ys sng JO ON
£20°0L0F F §95'805y F 91ep 0] B3\ 00z 3 Hewusg
i 26pn ﬁ il e J1oBuassed snq Jad Apisgns mmm.ﬂ_mm.ﬂ.m
/ jenpe alA 126png dueuld anusASY | | EY S — !
20N S2UNWIWoD Jo
g 8 E) %w_zmm_ spaau au3 s}eaw podsueq diqnd g |00YdS $0S4
314 =19|dwod 314 s=adfojdws .
50dd 10 il=quunpy w_ﬂ._m.__..u 10 l=quunpn ﬁ ! HiELWYIU=g
pers e ., = = 359} Buinup Ju2pIY3 [ond @
i
ek Wea| podsuel) pe1eIBaIUT SOud 2] = i paja|dwod aARY oYM SI2AP JO ON
Jo abejusaiad #00m) YewIUsg
sydoad t sojlw 78's+ 10Die) g
STOHNOSTY WY3L m sajlwi 0SE'Sh | [enpY I - s4e2 jood Aq paunoul abea)ijy
Ly HleLipusg
t 0's 1bue) 1221 2piyan bl Jo 26e 2beizAy
3 9'€ [eniy
S1/p1 204 A mmmnmw BaJe |20
el el El i 33 Jo Ajijigeulelsns auy 03 3NqLIUCD S\ £0S4
ST-¥T0T Pedal00s Wwes) podsuel] pajelbajur s

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY




Page 87

eLIYIURg

P— P—— g B
BE) | £95°4LL°€3 L95°LLL°E T pu= Jeaj 19618 IAB1y U paau Ajuioud uy passasse
99z'679'c 3 | 8/£'0e€’ 3 23ep 0] Jeaj ey SPIORIGY SNy 3 UDQIOR0N
b e Bt an ABJy U
15E02004 ol iy ng R || Y oul
/ [enpe ali 120png soueuy snuansy | | & 1ebie) 121562y Bujsnoy uowwo) ybnoyy
jenueuty PET [ernay pasnoy spjoyesnoy Jo Jsquiny
009 Jewyousg
cT 0g = e Yy uopeuLioju] pue ajape buisnoy
314 239|000 314 seakojdila _ mu ! Buissanoe ajdoad Jo Jaquiny 1D
SQud jo ;equny | 2gibie Jo ssquny + BN SO0'T  [erady
% 15 Hlelyousg
% 15 % 06 A Sp|oyasNoY SSajBLLIOL
5105 ST sa01/25 Buisnoy sayd 9% 05 buel 0} PRIEI0NE SI9{ 1SH 10 %
10 abewRnIad woeL 2 %Lp  [EnPY
Sjdoag o 0L A yoeoidde
SIMNOSIY W3l 08 1abue) pauueid e ypm a01Aes poddng
mu 08 ey Buisnoy ayy buiaea| sjuaip Jo o4
St m?__ - msﬂmﬁu " oeoadde aaoeold
Y| =g NIy} ssajawioy awodeq |m sjdoad 5537 00D
ST-+T0T p4ed210DS Wea| saiARs buisnoy 03 Sjun :

ST/¥TOT AINVYAd — LNINYIDOVNVIA IDNVINYO4¥Id 40 MIINTY




Page 88

"TIONNOD

NS

[IA

ol

\

Jayjpaboj jenpuajod uno Buisiyeay — ayng 9 ||IABIy
yn'Aob-ayng-jjAB1e:mmm

NN A0B-8Ing-||ABie@)Ie)Jeq auusIAIA
3}N*A0B-8)ng-||ABJe@uopeom iieyw [lew3
v62¥/6G.¥09 9¥GL0 duoydsjs]
148 Levd ‘IABay ‘peayd|ibyoo ‘Alowry)  ssalppy
UOPIaAA HIBY|\ PUE Ja)ieg SUUSIAIA aweN

s|iejag joejuon



Page 89 Agenda ltem 6

ARGYLL & BUTE COUNCIL AUDIT COMMITTEE
STRATEGIC FINANCE 5 DECEMBER 2014

INTERNAL AUDIT DEVELOPMENT PLAN

1. Executive Summary

1.1 This report introduces revised development actions which are a

continuation of improvement actions arising from a previous review of
Internal audit which was carried out as part of the strategic development
and performance improvement partnership with Grant Thornton and
CIPFA.

1.2  The development plan focuses on continuous development and upskilling
of the Internal Audit team and includes a number of refresher training
items aimed at enhancing core skills and to ensure that appropriate tools
and techniques are utilised.

1.3  The development plan also includes a section for Managing Internal Audit
activity. Action points include the development of an Argyll and Bute Audit
Manual which will outline the approach to auditing and will provide a
guidance and procedural reference document. This should ensure
consistency of approach and enhance quality of individual audits.

2. RECOMMENDATIONS

2.1 The Audit Committee note the content of the development plan.

3. DETAIL

3.1 The development plan is shown in Appendix 1. It includes detail of the
development area, proposed actions and provides an update on progress
to date.

4 CONCLUSION

4.1 The development plan is a continuation of actions points arising from a
self-assessment exercise and is part of a focus on continuous
improvement which should ensure consistency of approach and further
enhance quality of output.
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5. IMPLICATIONS

5.1  Policy: Development plan sets out a number of
areas of improvement in how Internal Audit
operate.

5.2 Financial: None

5.3 Legal: None.

54 HR: Requirement for staff training

5.5 Equalities: None

56 Risk: Will improve risk focus on Internal Audit.

5.7  Customer Service: Sets out improvements that should lead to
better customer service for internal
customers.

For further information please contact Kevin Anderson Internal Audit on (01369 708505)

Kevin Anderson
Chief Internal Auditor
December 5 2014
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ARGYLL AND BUTE COUNCIL AUDIT COMMITTEE
STRATEGIC FINANCE 5 DECEMBER 2014

STRATEGIC RISK ASSURANCE MAPPING EXERCISE

1 SUMMARY

1.1 This report sets out internal audit's assessment of the sources of assurance
for the Audit Committee on the management of the Council's strategic risks.

The report describes the approach to the work and the outcomes, including
recommendations for future internal audit work.

Appendix A highlights our overall assessment against each of the strategic
risks. It should be noted that the assessment is based on the level of
assurance that the Committee can rely on at each level. A'low' level
therefore highlights where there are gaps in evidence of active /targeted
actions /activity and therefore the level of assurance that can be given,
rather than an assessment on the management of that risk.

2 RECOMMENDATION
2.1 The Audit Committee notes the Strategic Risk Register at Appendix A.

2.2 The Audit Committee considers implications for the Internal Audit annual
plans in 2015-16 and 2016-17, specifically:
« verification of data quality within Pyramid
« partnership governance arrangements
e governance and political management arrangements in due course

2.3 The Audit Committee and Performance Review and Scrutiny Committee
consider areas of potential duplication relating to scrutiny of service
performance. The role of the Performance Review and Scrutiny Committee
could be focused on the extent to which reported outcomes have a
mitigating effect on the risks facing the Council.

3 BACKGROUND

3.1 As part of the action plan emerging from the Audit Committee Development
Day, internal audit undertook to develop an assurance mapping exercise to:

e give senior management and elected/committee members comfort
that there is a comprehensive risk and assurance framework with no
potential gaps

» ensure that internal audit plans are targeted to address the key risks
facing the Council, and where assurance gaps remain

« identify any potential areas of overlap or duplication of assurance.



3.2

4.1

4.2

4.3

4.4

4.5

4.6

5.1
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Internal audit has developed the assurance map attached at Appendix A to
highlight the key sources of assurance available for each strategic risk,
across each of the three lines of defence.

FIRST LINE OF DEFENCE - MANAGEMENT ASSURANCE

The council has a well-developed Planning and Performance Management
Framework, which underpins much of the management assurance process.

The Strategic Risk Register has clear links to the SOA and Corporate Plan
and associated aims and outcomes. Service plans containing outcomes
and success measures are agreed annually by the council as part of the
budget setting process.

Performance against the plans is reviewed quarterly and subject to DMT
exception reporting where performance does not meet the target, and by
the Chief Executive at one to ones with Executive Directors that examine
departmental scorecards.

Where the Strategic Risk is directly linked to a strategic or corporate
objective, we therefore found strong management assurance arrangements
in place to review the risk and mitigating actions.

Where Strategic Risks cannot be directly attributed to a strategic objective,
there was less evidence of systematic management assurance.

We also noted that the first line of defence places significant reliance on the
accuracy of data within Pyramid. Internal audit has conducted a separate
audit of Pyramid as part of the 2014-15. Early findings suggest that there is
scope to improve the verification arrangements in place at service level,
and we would therefore recommend that data quality is incorporated within
Internal Audit's programme of continuous audit procedures.

SECOND LINE OF DEFENCE — MANAGEMENT OVERSIGHT

The Council is currently following up an Audit Scotland Statutory report and
an action plan is in place. Revised Political Managements arrangements,
scrutiny arrangements and Member briefing arrangements are in place. It is
our opinion that management oversight is adequate although it is noted
these arrangements are in their infancy and will need time to develop and
embed. We also noted that although mitigation of risk is being monitored
and further developments planned, there is no direct link to performance
reporting ,therefore there is scope to better scrutinise and challenge this
area of performance. We would therefore recommend that this is
considered as part of the post-implementation review of the revised political
management arrangements.
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6.2
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7.1
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THIRD LINE OF DEFENCE - INDEPENDENT ASSURANCE

Under the Public Sector Internal Audit Standards, Internal Audit has
adopted a risk-based audit approach. Internal audit activity is therefore
planned to address the key risks facing the Council. External audit also
provides assurance on a number of key risk areas.

The Assurance Map has identified a number of areas where independent
assurance has been limited. These include:

o the external built environment
e partnership governance
e reputation; and

e demographic changes.

In the draft Internal Audit Annual Plan 2015-16, Internal Audit has identified
audits relating to the built environment. We therefore recommend that the
Audit Committee uses the Assurance Map to inform and consider the
Internal Audit Annual Plan for 2015-16 and 2016-17.

CONCLUSION

Overall, Appendix A highlights a strong performance management
framework is in place across the Council. We have used the exercise to
highlight improvements to the assurance framework, to ensure that the
Audit Committee and Performance Review and Scrutiny Committee
understand how risks are managed mitigated.

IMPLICATIONS

Legal — None.
Finance — None.

HR — None.
Policy — None.
Risk — None.

Equalities — None.
Customer Services — None.

For further information please contact

Grace Scanlin
0131 659 8526
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Page 101 Agenda ltem 8

ARGYLL & BUTE COUNCIL AUDIT COMMITTEE
STRATEGIC FINANCE 5 DECEMBER 2014

EXTERNAL & INTERNAL AUDIT REPORT FOLLOW UP 2014 - 2015.

1. EXECUTIVE SUMMARY

1.1 Internal Audit document the progress made by departmental management
in implementing the recommendations made by both External Audit and
Internal Audit. This report and attached appendices are the results from a
review performed by Internal Audit for recommendations due to be
implemented by 31 October 2014.

1.2 The process requires departmental Executive Directors assigning a 3™ tier
officer to act as the sole contact for the follow up of both external and
internal recommendations. The contact role involves updating both the
Executive Directors and Internal Audit on progress with agreed audit
recommendation implementation.

1.3  Appendix 1 is a statistical summary of all agreed recommendations arising
from National, External and Internal Audit reports by department. Detailed
is the number of recommendations due as at 31 October 2014, the number
implemented, the number of agreed future recommendations and their
status, e.g. on course etc.

1.4 Appendix 2 provides a summary as at 31 October 2014, of all outstanding
recommendations from National, External and Internal Audit reports by
department and service. Detailed is the report name along with the
weakness identified, agreed management action, revised date, any
previous implementation dates reported to the Audit Committee
management comment and Pyramid status.

1.5 Appendix 3 provides a summary of all recommendations from National,
External and Internal Audit reports by department and service that are due
after 31 October 2014 and not on track to achieve the agreed
implementation dates. Detailed is the report name along with the weakness
identified, agreed management action, revised date, any previous
implementation dates reported to the Audit Committee, management
comment and Pyramid status.

2 RECOMMENDATIONS

2.1 The audit committee note the progress.
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3 CONCLUSION

3.1 Of the 29 recommendations due for completion by 31 October 2014, 27
have been completed. Internal Audit is satisfied with the status of the
remaining 2 recommendations being delayed but rescheduled and
superseded.

Good progress is being made on the 42 recommendations due after 31
October 2014 with 9 completed early.

4. IMPLICATIONS

41  Policy: None
4.2  Financial: None
4.3 Legal: None
44 HR: None
4.5 Equalities: None
46 Risk: None
4.7  Customer Service: None

For further information please contact Kevin Anderson (01369 708505)

Kevin Anderson
Chief Internal Auditor
5 December 2014
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SERVICE SUMMARIES

RECOMMENDATIONS DUE 01 AUGUST 2014 — 31 OCTOBER 2014
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SERVICE

Complete

Delayed but
rescheduled

Superseded

Total Of ACTION
PLAN NUMBER

CHILDREN & FAMILIES

COMMUNITY & CULTURE

CUSTOMER & SUPPORT SERVICES

ECONOMIC DEVELOPMENT

EDUCATION

EXECUTIVE DIRECTOR CUSTOMER
SERVICES

RlwlunniuvnikL|N

RlwluniuvikL | N

GOVERNANCE & LAW

IMPROVEMENT & HR

ROADS & AMENITY SERVICES

STRATEGIC FINANCE

W Wik w

w| b |IN|W

Totals

27

RECOMMENDATIONS DUE AFTER 31 OCTOBER 2014

SERVICE

Complete

On Course

Total Of ACTION
PLAN NUMBER

CHILDREN & FAMILIES

CUSTOMER & SUPPORT SERVICES

ECONOMIC DEVELOPMENT

EDUCATION

FACILITY SERVICES

GOVERNANCE & LAW

IMPROVEMENT & HR

PLANNING & REGULATORY SERVICES

ROADS & AMENITY SERVICES

STRATEGIC FINANCE

(U D|RPIWIW[IO[FL|N

Nl NfW| || RLIN

Totals

O(RP|O|FRP|FP|P|O|FR|HIO|O

w
w

=Y
N
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Page 109 Agenda Item 9

ARGYLL & BUTE COUNCIL AUDIT COMMITTEE
STRATEGIC FINANCE 5 DECEMBER 2014

DRAFT ANNUAL AUDIT PLAN 2015/16

1. SUMMARY

1.1 This report introduces the draft Annual Audit Plan for financial year
2015/16.

2. RECOMMENDATIONS

21 To note proposed content and feedback any comments to the Chief
Internal Auditor.

3. DETAILS

3.1 At the Audit Committee Development day it was agreed that a draft audit
plan would be submitted to the December meeting of the Audit Committee
to allow members to review proposals and feedback any comments to the
Chief Internal Auditor prior to approving the finalised plan at the March
meeting of the committee.

3.2 The Public Sector Internal Audit Standards (PSIAS) stipulate that the
Council’s internal audit plan must be risk based and focused on
governance, risk and controls to allow the chief internal Chief Internal
Auditor to provide an annual opinion on the Council’s internal control
framework, based on the work undertake during the year. This annual
opinion informs the Annual Governance Statement.

3.3  The draft Annual Audit Plan in shown in Appendix 1. The audits detailed in
the audit plan have been selected using a risk based assessment of our
audit universe which is all of the auditable areas within the Council.

3.4  Factors used in the risk assessment process included the potential impact
on the Council’'s corporate outcomes, the financial materiality, links to
strategic risks, key changes within the operating environment, a review of
complaints register and assurance received from other sources.

3.5 Consideration was also given to the requirement to provide an annual
assurance statement, volume of transactions and impact on the Council’s
framework for internal control.

The Audit plan is broken down into 4 main areas which are;

Continuous Monitoring
Verification Reviews

Cross Service Review
Service Department Reviews



3.6

3.7

3.8

3.9

3.10

41

5.1
5.2
5.3
54
5.5

5.6

5.7
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The Continuous Monitoring Programme includes a number of auditable
units which were previously subject to individual annual audits. These
areas are tested on a regular recurring basis with control weaknesses
reported by exception.

Internal Audit undertake a number of Verification Reviews throughout the
year. These reviews are primarily focused on testing and verifying areas
such as grant claims and performance indicator submissions.

Cross Service Reviews include auditable units which are non-specific to an
individual department or service area and which are of a corporate or
organisational wide focus.

Service Department Review: Auditable Units within the Audit Universe
which are specific to an individual department.

The plan is based on an estimated available 800 Audit day. An indicative
outline scope is given for each of Auditable units. Full terms of reference
will be discussed and agreed with relevant Head of Service.

CONCLUSION

The draft Annual Audit plan is risk based and is aligned to the Council’s
Long Term Outcomes, Corporate Outcomes and Strategic Risk Register.
The plan now incorporates continuous monitoring and verification activity
sections.

IMPLICATIONS

Policy: None
Financial: None
Personnel: None
Legal: None
Equal Opportunities: None
Risk None
Customer Service None

For further information please contact Internal Audit (01546 604294)

Kevin Anderson
Chief Internal Auditor
05 December 2014

Appendices:
1.

Draft Audit Plan 15/16
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Page 163 Agenda Item 11

ARGYLL & BUTE COUNCIL AUDIT COMMITTEE
STRATEGIC FINANCE 5 DECEMBER 2014

AUDIT COMMITTEE DEVELOPMENT DAY ACTION PLAN

1. SUMMARY

1.1 This report provides a progress update to in respect of the Audit
Committee Development Day Action Plan for 2014/15.

2. RECOMMENDATIONS

2.1 The Audit Committee note the content of this report.

3. DETAIL

3.1 The Audit Committee at its development day agreed a number of actions
which have been collated and presented in Appendix 1.

3.2 The draft action plan follows a thematic approach covering the undernoted
areas;
e Assurance Mapping,
e Audit Committee Effectiveness,
e Delivering Impact

3.3 Action point 1 is now complete with the Committee agreeing to adopt a “3
lines of defence” model in respect of assurance mapping. Action point 4 is
also complete with a report submitted to November meeting of the Council.
Progress continues to be made in relation to:

e Draft Assurance Map
e Audit Committee Effectiveness — Self Assessment

4. CONCLUSION

4.1 The action plan is currently on track.
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5. IMPLICATIONS
5.1  Policy: None
5.2  Financial: None
5.3 Personnel: None
54 Legal: None
5.5 Equal Opportunities: None
5.6 Risk None
5.7  Customer Service None

For further information please contact Internal Audit (01369 708505)

Kevin Anderson
Chief Internal Auditor
5 DECEMBER 2014
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ARGYLL AND BUTE COUNCIL COUNCIL
STRATEGIC FINANCE 27 NOVEMBER 2014

AUDITED ACCOUNTS 2013-14

1. EXECUTIVE SUMMARY

1.1 This report sets out the outcome of the External Auditors (Audit Scotland) audit
of the Council’'s financial statements for 2013-14. The audited accounts
incorporating the audit certificate are attached along with a set of summary
accounts and a financial snapshot which can fit on a single sheet of paper all
related to 2013-14 financial year.

1.2 The accounts were completed and submitted by the statutory date of 30 June
2014. The audit has been completed within the timescale of 30 September
2014, set by Audit Scotland. The audit certificate includes no qualifications.
External Audit was able to conclude that the accounts represented a true and fair
view of the Council’s financial position at the 31 March 2014.

1.3 The significant changes made to the audited accounts were:
e Anincrease in the Equal Pay Provision of £0.368m

e To provide for Standby Payments for Development and Infrastructure
Services of £0.132m

1.4 The effect of these adjustments was to reduce the Surplus on the Provision of
Services by £0.500m which reduced the General Fund Balance by a similar
amount from £44.541m to £44.041m.

1.5 The external audit report identifies 2 errors where it was agreed not to amend
the accounts. These would have reduced the General Fund Balance by
£0.011m.

1.6 The financial position of the Council based on the audited accounts can be

summarised as follows:
e Surplus on provision of services for 2013-14 £1.694m
e Total assets less liabilities at 31 March 2014 £174.825m
e General fund balance at 31 March 2014 £44.041m of which £29.454m
was earmarked.

1.7 The audited accounts and terms of the audit certificate are noted and the
summary accounts and financial snapshot are also noted.
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ARGYLL AND BUTE COUNCIL COUNCIL

STRATEGIC FINANCE 27 NOVEMBER 2014

AUDITED ACCOUNTS 2013- 2014

2.1

3.1

4.1

4.2

4.3

4.4

4.5

4.6

INTRODUCTION

The external auditors (Audit Scotland) have completed their audit of the
Council’'s accounts for the year to 31 March 2014. The audited accounts
incorporating the audit certificate for 2013-14 are attached. The audit certificate
contains no qualifications.

RECOMMENDATIONS

The audited accounts and terms of the audit certificate are noted and the
summary accounts and financial snapshot are also noted.

DETAIL
The audited accounts including the audit certificate are attached.

Also attached are a set of summary accounts and a financial snapshot which fits
on a single sheet of paper. These are based on the audited accounts but have
not been audited themselves.

The accounts were completed and submitted by the statutory date of 30 June
2014. The audit has been completed within the timescale of 30 September
2014, set by Audit Scotland.

The audit certificate on the Council’s accounts for the year ended 31 March 2014
contains no qualification. External audit are able to conclude that the Council’s
accounts present a true and fair view of its financial position as at 31 March
2014.

Appendix 1 is a schedule of the significant changes to the accounts. The 2
significant adjustments to the accounts were as noted below. There were also a
few presentation adjustments.

¢ Anincrease in the Equal Pay Provision of £0.368m.
e An increase in the accrued expenditure in relation to standby pay for
Development and Infrastructure Services staff of £0.132m.

The table below reconciles the changes from unaudited accounts to audited
accounts for the Surplus on Provision of Services, the General Fund Balance
and Total Assets less Liabilities.



4.7

4.8

5.
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Surplus General Total Assets
On Fund Less
Provision of Balance Liabilities
Services
£m £m £m
Unaudited Accounts 2.194 44 541 175.325
Increase in Equal Pay (0.368) (0.368) (0.368)
Provision
Standby Provision for (0.132) (0.132) (0.132)
Development and
Infrastructure
Audited Accounts 1.694 44.041 174.825

The committed funds within the General Fund Balance were £29.454m per the
audited accounts. This leaves a free General Fund Balance of £13.669m. This
equates to 5.6% of the Council’s budgeted net expenditure for 2014-15 and
exceeds the agreed contingency level approved as part of the 2014-15 budget
process. In August 2014 the Policy and Resources Committee agreed the use of
the free balance on the general fund be directed exclusively to the theme of
economy and jobs and proposals to increase income / reduce costs for the
Council with further reports to be brought forward setting out more detailed
proposals.

The external audit report identifies 2 errors where it was agreed not to amend
the accounts. These would have reduced the General Fund Balance by
£0.011m. They comprise.

£m
Under accrual of Creditors invoices (0.011)
Provision for future restoration and aftercare costs for landfill sites
- It was decided not to increase the value of landfill sites and
create an offsetting provision to reflect the restoration and
aftercare costs of landfill sites. Any impact on income and
expenditure from changes to the discounted cash flow values of
these costs would have been offset by statutory mitigation with no
impact on the General Fund balance. Accordingly a view was
taken these would not be material adjustments. The impact on
the balance sheet would have been:

e Property, Plant and Equipment 1.595

e Provisions (1.595)
Net unadjusted error (0.011)

CONCLUSION
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6.2
6.3
6.4
6.5
6.6
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This report advises members on the conclusion of the audit of the accounts. The
external auditor’s certificate is unqualified. The audit was completed within the
required timescales. Minimal adjustments were made to the accounts during the
audit process.

IMPLICATIONS

Policy — None.
Financial - None
Legal - None.
HR - None.
Equalities - None.
Risk - None.
Customer Service - None.

Bruce West, Head of Strategic Finance
Dick Walsh Council Leader and Policy Lead for Strategic Finance

For further information please contact Bruce West, Head of Strategic Finance
01546-604151.

Appendix 1 — Summary of Main Changes to Financial Statements Arising from
Audit
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Explanatory Foreword by the Head of Strategic Finance %l)%klctl%

INTRODUCTION

The Financial Statements demonstrate the Council’s stewardship of the public funds it controls. The
financial results for 2013-14 are set out on pages 31 to 39. Note 1 to the Financial Statements on
pages 40 to 52 sets out the Summary of Significant Accounting Policies adopted by the Council to
ensure that the Financial Statements give a “true and fair view” of our financial performance.

THE FINANCIAL STATEMENTS

The objectives of financial statements are to provide information on the financial position, financial
performance and cash flows of the Council which is useful to a wide range of users in making and
evaluating decisions about the allocation of resources. The information provided by the financial
statements should be useful for decision making and demonstrate the accountability of the Council for
the resources entrusted to it.

The financial statements comprise:
- Statement of Movement in Reserves for the period
- Statement of Comprehensive Income and Expenditure for the period
- Balance Sheet as at the end of the period
- Cash Flow Statement for the period

- Notes, comprising a summary of significant accounting policies and other
explanatory information

FINANCIAL PEFORMANCE
Statement of Movement in Reserves

The total Council reserves have decreased from £180.742m at 31 March 2013 to £174.825m at 31
March 2014, a decrease of £5.917m. This is represented by a Surplus on Provision of Services of
£1.694m offset by a deficit in Other Comprehensive Income and Expenditure of £7.611m.

The Council’s reserves are split into Usable and Unusable Reserves. Usable reserves are those
which are backed by actual resources and can be applied to fund expenditure or reduce local taxation.
Unusable reserves are not backed by resources and are required purely for accounting purposes,
these reserves do not represent resources available for the Council to utilise.

Unusable Reserves have decreased by £4.139m from £130.438m at 31 March 2013 to £126.299m at
31 March 2014. The main reasons for this are an increase in the Pension Reserve Liability of
£18.473m, partly offset by a surplus on the revaluation of fixed assets of £4.387m and the transfer of
£10.998m from the Comprehensive Income and Expenditure Statement for Capital Grants.

The Usable Reserves have decreased from £50.304m at 31 March 2013 to £48.526m at 31 March
2014, a decrease of £1.778m. The main reason for this is a decrease in the General Fund Balance of
£2.097m.

A number of adjustments are made between Council reserves to reflect the correct charge to Council
Tax for the year. The net adjustment to the surplus per the Comprehensive Income and Expenditure
Statement to reflect the impact on Council Tax is a debit of £3.791m.  In summary this debit
represents the difference between:

- Principal repayment to the loans fund and the depreciation or amortisation of
property, plant and equipment, government grants and any gain/loss on sale of
assets.

- Cash paid as pension contributions and the costs charged in accordance with
IAS19.

www.argyll-bute.gov.uk Page 4
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- Statutory provision relating to amounts due on early repayment of loans and the
charges in accordance with the Code.

- Capital element of finance lease payments on the schools NPDO contract and other
finance leases and the amounts paid under the contracts.

The net surplus on the Provision of Services on the Comprehensive Income and Expenditure
Statement of £1.694m less the adjustments to reflect impact on Council Tax of £3.791m equates to
the decrease on the balance on the General Fund of £2.097m.

General Fund Reserve

The balance on the General Fund at 31 March 2014 stands at £44.041m compared to £46.138m at 31
March 2013, a decrease of £2.097m. The “free” General Fund Balance stands at £13.669m at 31
March 2014. This equates to 5.6% of the net revenue expenditure for 2014-15, the Council has a
policy of maintaining an unallocated balance in the General Fund Reserve equivalent to 1.5% of
budgeted net revenue expenditure. There are a range of balances earmarked within the General
Fund, these total £30.372m and are laid out in note 5 on page 56. The main balances include
£7.484m for the Strategic Housing Fund generated from Council Tax on second homes, £3.0m
earmarked as a revenue contribution to capital as a contribution to Dunoon and Campbeltown
Schools, £9.5m contribution to investment in affordable housing and £7.298m earmarked from service
budget underspends to support corporate and service improvement plans.

The movement in the General Fund can be summarised as follows:

£m £m
Balance on General Fund 31 March 2013 46.138
Release of sums previously earmarked to service budgets 2013-14 (9.314)
Supplementary Estimates agreed during 2013-14 (0.062)
Budgeted Contribution to General Fund Balance 2013-14 (1.051)
35.711
Add outturn for 2013-14:
Increase in Council Tax income 0.530
Joint Boards Reserve Redistribution 0.170
One off Severance Costs for 2013-14 0.698
Net underspend on departmental and other expenditure compared to budget 1.962
Surplus against budget 2013-14 3.360
Contributions to Earmarked Reserves 2013-14:
Council Tax collection on second homes 2.061
Funds earmarked by departments from budgets 2.909
4.970
Balance on General Fund 31 March 2014 44.041

www.argyll-bute.gov.uk Page 5
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The release of sums already earmarked to service budgets of £9.314m consists of funds released to
services of amounts previously earmarked for specific purposes, for example unspent budget within
the Devolved Management of Resources Scheme of Delegation for Schools, Strategic Housing Fund
payments and unspent grant and third party contributions required for specific purposes.

Performance against budget

At the year-end, expenditure excluding Joint Board requisitions and severance was underspent by
£0.842m. The table below is a summary of the year-end actual expenditure for each department
compared to the annual budget.

(over) % of annual

/lunderspend budget

£m £m

Chief Executive’s Unit 0.097 4.27%
Community Services (0.270) (0.21)%
Customer Services 1.544 4.14%
Development and Infrastructure Services (0.529) (1.48%)
Departmental Outturn 0.842 0.40%
Non-Departmental expenditure 1.120 3.19%
Joint Boards and Severance Costs 0.868 19.33%
Expenditure Outturn 2.830 1.12%
Funding 0.530 0.21%
Outturn Total 3.360 1.33%

The underspend in the Chief Executives Unit relates to vacancy savings. In Community Services there
was an overall overspend due to an increase in the equal pay provision. The underspend in Customer
Services is due to procurement savings. The overspend in Development and Infrastructure Services
mainly relates to the additional costs associated with winter maintenance and coastal protection. The
projected year-end position for the departments was forecast and monitored during 2013-14 and steps
were taken to ensure that overall the departmental year-end variance position was not unfavourable.

Comprehensive Income and Expenditure Statement

The Council ended the year with an accounting deficit of £5.917m for 2013-14 compared to a surplus
of £3.655m in 2012-13, this is the accounting surplus based on the IFRS compliant accounts rather
than the movement in the General Fund Balance. The total Comprehensive Income and Expenditure
for 2013-14 represents the decrease in the net worth of the Council from £180.742m at 31 March 2013
to £174.825m at 31 March 2014. This is a decrease in the net worth of the Council in accounting
terms and does not represent a decrease in the spending power of the Council.

The total Comprehensive Income and Expenditure comprises a surplus on the provision of services of
£1.694m and a surplus on the revaluation of Long Term Assets of £4.387m; these are partly offset by
an actuarial loss on the pension fund assets/liability of £11.998m.
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The surplus on the provision of services of £1.694m compares to a surplus of £19.795m for 2012-13.
The main factors contributing to these changes are as follows:

e Taxation and Non-Specific Grant Income decreased from £274.177m to £258.459m, a
decrease of £15.718m (5.7%). This decrease in income reflects a general year on year
decrease in General Government Grants and a reduction in Council Tax income due to the
transfer of funds in respect of Police and Fire which have been transferred out of local
government.

e Financing and Investment Income and Expenditure increased from £19.888m in 2012-13 to
£22.010m in 2013-14, an increase of £2.122m (10.7%). The increase is due to a rise in
interest payable and similar charges, a fall in interest and investment income and a decrease in
the expected return on pension assets.

e Other Operating Income and Expenditure decreased from £2.974m in 2012-13 to £1.071m in
2013-14, a decrease of £1.903m (64%). This is due to a decrease in the loss on disposal of
long term assets.

e The Net Cost of Services has increased from £231.520m in 2012-13 to £233.684m in 2013-14,
an increase of £2.164m (0.9%). This is an increase in expenditure in accounting terms and
does not necessarily represent a true increase in spend on services by the Council. This
increase would have been greater but for the transfer of Police and Fire services out of local
government in 2013-14 (Expenditure in 2012-13 of £11.856m).

Balance Sheet

As indicated above the accounting net worth of the Council has decreased by £5.917m from
£180.742m at 31 March 2013 to £174.825m at 31 March 2014.

The value of long term assets has increased from £500.353m at 31 March 2013 to £514.498m at 31
March 2014, an increase of £14.145m (2.8%). This comprises the net of an overall upward revaluation
of fixed assets, capital expenditure in the year, less the value of long term assets disposed.

Total current assets have decreased from £63.678m at 31 March 2013 to £57.652m at 31 March
2014, a decrease of £6.026m. The main reason for this being a decrease in Cash and Cash
Equivalents of £5.793m from £11.868m at 31 March 2013 to £6.075m at 31 March 2014.

Total current liabilities have increased from £42.899m at 31 March 2013 to £48.746m at 31 March
2014, an increase of £5.847m. Short term borrowing has increased by £7.703m from £3.739m at 31
March 2013 to £11.442m at 31 March 2014, partly offset by Short term creditors which have
decreased by £2.313m from £35.295m to £32.982m. In addition, there has been an increase in short
term provisions of £0.240m, which relates to the settling of equal pay claims and severance costs
associated with employees leaving the Council under redundancy and early retirement.

Overall, long term liabilities have increased from £340.390m at 31 March 2013 to £348.579m at 31
March 2014. The increase of £8.189m is primarily due to the increase in the IAS19 valuation of the
pension scheme liability from £99.864m to £118.337m, partly offset by a decrease in Borrowing
Repayable within a period of 12 Months of £8.351m.

www.argyll-bute.gov.uk Page 7




Page 183

Argyll

Explanatory Foreword by the Head of Strategic Finance ‘é;%c%gctl%

Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during the
financial year. The Cash and Cash Equivalents balance at 31 March 2013 was £11.868m and
decreased by £5.793m to £6.075m at 31 March 2014. The Net Cash Flows from Operating Activities
have decreased from £27.191m at 31 March 2013 to £5.335m at 31 March 2014, this decrease of
£21.856m represents a decrease in the Councils expenditure being funded from taxation and grant
income. Cash outflows for Investment Activities have decreased from £29.473m during 2012-13 to
£10.133m in 2013-14, as a result of a decrease in the purchase of long term assets and a year on
year reduction in the value of surplus cash investments made during the year. Cash flows from
Financing Activities were an inflow of £1.337m during 2012-13 and £0.995m during 2013-14, this
change relates to £0.410m of other receipts from financing activities during 2013-14 which was in
relation to Short and Long Term Borrowing.

Pension Liability

As noted above the IAS19 valuation of the pension scheme liability has increased from £99.864m at
31 March 2013 to £118.337m at 31 March 2014. This pension liability represents the best estimate of
the current value of pension benefits that will have to be funded by the Council. The liability relates to
benefits earned by existing or previous employees up to 31 March 2014.

These benefits are expressed in current value terms rather than the cash amount that will actually be
paid out. This is to allow for the ‘time value of money’, whereby the value of cash received now is
regarded as higher than cash received, for example, in ten years’ time, since the money received now
could be invested and would earn interest or returns during the ten years. In order to adjust the
pension liability cash flows for the time value of money, a discount factor based on corporate bonds is
used.

Hymans Robertson (Independent Actuaries) were instructed by Glasgow City Council, the
administering authority to the Strathclyde Pension Fund, to undertake calculations in respect of the
Local Government Pension Scheme on behalf of Argyll and Bute Council as at 31 March 2014. Their
calculations have been carried out in accordance with Guidance Note 36: Accounting for Retirement
Benefits under IAS19, issued by the Institute and the Faculty of Actuaries.

Significant Trading Organisations

During 2013-14 a review of the Roads and Lighting Trading Account and the Catering and Cleaning
Trading Account was performed to consider whether they met the definition of a trading operation, it
was decided in view of their limited trading with external organisations and the general public that both
trading accounts should cease from the 1% April 2013 and their operations be included within the
appropriate service expenditure head.

Capital Expenditure and Borrowing

Local authority capital expenditure and borrowing is regulated by the Prudential Code, a regime of
self-regulation. Under the Prudential Code of Practice the Council must ensure that:

- Capital expenditure plans are affordable;

- Borrowing is sustainable and prudent; and

- Treasury management reflects good professional practice.

The Council approved a set of prudential indicators for 2013-14 and managed capital expenditure and
borrowing within these approved limits.

www.argyll-bute.gov.uk Page 8




Page 184

Argyll

Explanatory Foreword by the Head of Strategic Finance %l)%klctl%

Capital expenditure was incurred across a range of services enhancing the value, useful life or
working capacity of the Council's assets. This included investments in schools, offices, other premises
and facilities, information technology and roads. Details of capital expenditure are as follows:

£'m

Gross Capital Expenditure 32.685
Less: Capital Receipts 0.310
Government Grants and Other Contributions 10.998

Revenue Contributions 3.910

Balance Funded from Borrowing 17.467

The capital financing requirement at 31 March 2014 was £256.463m. This was financed as follows:

£'m

Long Term Borrowing 151.520
Short Term Borrowing 9.661
Schools NPDO Finance Lease Liability 79.604
Internal Funds 15.678
256.463

The external borrowing of the Council at 31 March 2014 amounted to £161.181m. The majority of this
was financed by the Public Works Loan Board (£108.066m), with the remainder coming mainly from
the money market.

During the year the Council completed £0.702m of new external borrowing. This was used to finance
capital expenditure incurred during the year. The Council also repaid loans of £0.141m.

PROVISIONS AND CONTINGENT LIABILITIES
The Council has a number of significant balances held as provisions on the balance sheet, including:

- Severance costs - a number of employees have either taken or been offered a redundancy
package as part of the Council Modernisation programme. A provision of £0.338m has been
created in 2013-14 for the termination benefits for employees who have accepted redundancy
but are not planned to leave until after 31 March 2014. Termination costs for all Council
employees who have accepted redundancy by 31 March 2014 have been accounted for in
2013-14 or in previous years.

- Equal Pay - the Council settled most of the remaining outstanding claims during 2012-13. A
provision was held for claims where settlement offers were made and a reliable estimate could
be made of the liability. There is a provision of £0.400m remaining and there are a few further
outstanding claims where the settlement amount cannot be estimated reliably enough to
provide for the costs.

- Utilities Provision - a total of £0.726m has been provided for to cover the cost of a potential
liability in relation to discrepancies in charges for utility costs.

CHANGES IN ACCOUNTING POLICY

The Code has introduced one material change to the accounting policies in relation to accounting
policy 1.6.3 Post-Employment Benefits on pages 42 to 43. The impact of this change in policy requires
the 2012-13 prior year statements (Statement of Movement in Reserves and Statement of
Comprehensive Income and Expenditure and Cash Flow Statement) and associated notes to be
restated. The specific impact of the restatements is outlined in note 29 on page 82.
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GROUP ACCOUNTS

The Group Accounts have been prepared and for the first time do not include the Strathclyde Police
Joint Board and Strathclyde Fire and Rescue Joint Board after the formation of the new single police
and fire and rescue services on 1 April 2013. The joint board arrangements have ceased and are no
longer part of the authority’s group arrangements. Consequently, the opening balance sheet has been
adjusted to reflect the assets, liabilities and reserves transferred to the relevant new bodies on 1 April
2013.

The opening balance sheet was adjusted from a net liability position of £77.873m to a net asset
position of £185.239m. During the year this revised opening position decreased by £2.852m to
£182.387m. This movement can be mainly attributed to a reduction in Argyll and Bute Council’s single
entity reserve position of £5.917m offset by an increase in Common Good reserve of £3.724m.

The following statements make up the “Group Accounts” for the Council:

- The Group Movement in Reserves Statement shows the movement in the year of
the different reserves the Council holds, along with the movement in the Council’s
share of the reserves of its associates.

- The Group Comprehensive Income and Expenditure Statement combines the
Income and Expenditure Figures for the Council with the Council’s share of the
operating results of each associate.

- The Group Balance Sheet brings together all the assets and liabilities of the group,
and combines the Council’s assets and liabilities with its share of each associate’s
net assets or liabilities.

- The notes to the Group Accounts give further information on the Council’s group
accounts.

FUTURE OUTLOOK

The financial outlook for 2014-15 and 2015-16 is one of relative financial stability. The Council
adopted a 2 year budget for 2014-15 and 2015-16 in February 2014. This will see budgetary savings
based on achieving 1% cashable efficiency savings for each of these financial years. The 2 years of
financial stability will allow time to carry out a longer term review of the resources available to the
Council and how they are used to deliver on priorities and objectives.

The Council as part of the community planning partnership (CPP) has agreed an ambitious single
outcome agreement (SOA) which has an overall objective of reversing economic and population
decline. Economic and population decline along with further reductions in public sector funding set out
a very challenging agenda for the period beyond 2016-17 and it is important the Council with the CPP
seeks to address these for the longer term.

The review of how the Council uses its resources to deliver on priorities and objectives and also the
delivery plans that underpin the SOA will be important in mapping out the future financial plans of the
Council. Related to this the Council agreed in February 2014 to consider how best to utilise the free
balance on the General Fund Reserve to support economic development and population growth.

The Council will continue to monitor the financial implications of new commitments around the
Children and Young Peoples Act, extension of free pre-school education and extension of free school
meals. The Council continues to work actively in responding to the challenges arising from the welfare
reform agenda. The integration of health and social care represents a significant change to delivery of
key local government services. The Council is working in partnership with NHS Highland to ensure the
integration of health and social care service in Argyll and Bute from 1 April 2015.
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The 3 year capital plan has been agreed by the Council for the period to 2015-16, the table below
summarises the capital budget plans for the 3 years to 2015-16:

2014-15 2015-16 2016-17

£m £m £m
Total Capital Expenditure 50.185 44.218 18.570
Funded by:
Borrowing 30.499 27.160 -
Capital Grant 12.887 11.756 10.640
Contribution from Smoothing Funds 3.000 - -
Contribution from Revenue Budget 1.155 0.286 -
Capital Receipts 2.644 5.016 7.930

Capital funding has been declining and will continue to decline and this will have an increasing impact
on the level of capital investment that the Council will be able to afford going forward. This reduction
in funding will increase the importance of asset management to ensure the funding is directed towards
the assets required for service delivery and that the existing assets deployed in service delivery
continue to meet service needs.

The Council in common with many other organisations is facing a period of significant financial
challenge. However it moves forward from a sound financial base in terms of reserves and control of
expenditure and with clear plans to maintain financial sustainability. The financial position will be
monitored on an on-going basis during 2014-15 and the revenue budget and capital plan reviewed for
2015-16.

B A

Bruce West
Head of Strategic Finance
26 September 2014
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THE AUTHORITY'S RESPONSIBILITIES
The Council is required:

- to make arrangements for the proper administration of its financial affairs and to
ensure that one of its officers has the responsibility for the administration of those
affairs. In this authority, that officer is the Head of Strategic Finance.

- to manage its affairs to secure economic, efficient and effective use of resources
and safeguard its assets.

- to approve the audited Statement of Accounts at a meeting of the Council within two
months of receipt of the audit certificate.

THE HEAD OF STRATEGIC FINANCE'S RESPONSIBILITIES

The Head of Strategic Finance is responsible for the preparation of the Council's Statement of
Accounts, which in terms of the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom (the Code of Practice), are required to show a true and fair view of the financial
position of the Council as at 31 March 2014 and its income and expenditure for the year ended on that
date.

In preparing this Statement of Accounts, the Head of Strategic Finance has:
- selected suitable accounting policies and applied them consistently;
- made judgements and estimates that were reasonable and prudent;
- complied with the Local Authority Code of Practice 2013-14.

The Head of Strategic Finance has also:
- kept proper accounting records which were up to date;

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

This Statement of Accounts show a true and fair view of the financial position of the Council at the
accounting date and its income and expenditure for the year ended 31 March 2014.

B

Bruce West
Head of Strategic Finance
26 September 2014
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BACKGROUND

Argyll and Bute Council conducts its business in accordance with the law and proper standards. The
Council has a duty to make arrangements to secure continuous improvement in the way in which its
functions are exercised, having regard to the economic, efficient and effective use of public money.

In discharging these responsibilities, the Council has put in place proper arrangements for the
governance of its affairs and the stewardship of the resources at its disposal. The Council has
approved and adopted a Local Code of Corporate Governance, which is consistent with the principles
and reflects the requirements of the CIPFA/SOLACE Framework Note for Scottish Authorities —
Delivering Good Governance in Local Government (2007).

A copy of the Code may be obtained from the Head of Governance and Law, Argyll and Bute Council,
Kilmory, Lochgilphead, PA31 8RT.

THE GOVERNANCE FRAMEWORK

The Code of Corporate Governance details how the Council will demonstrate compliance with the
fundamental principles of Corporate Governance for public sector bodies based on the following key
elements:

- focusing on the purpose of the Council and on outcomes for the community, and creating
and implementing a vision for the local area;

- members and officers working together to achieve a common purpose with clearly defined
functions and roles;

- promoting values for the Council and demonstrating the values of good governance
through upholding high standards of conduct and behaviour;

- taking informed and transparent decisions which are subject to effective scrutiny, and
managing risk;

- developing the capacity and capability of members and officers to be effective;
- engaging with local people and other stakeholders to ensure robust public accountability;

- setting out and reviewing as appropriate the arrangements for governance and the roles
and responsibilities of elected members and employees in standing orders, a scheme of
delegation, financial and security regulations and codes of conduct for elected members
and employees;

- having in place job descriptions, a system of performance review and development and
management and leadership development programmes to set out the roles and
responsibilities of and support for the development needs of senior officers;

- ongoing development of an elected member development programme. This includes a
range of approach from a CPD framework, 360 degree feedback and self-assessment. A
programme of seminar around leadership, governance and functional topics has been
developed;

- incorporating an anti-fraud strategy in to the Council’s financial and security regulations.
This sets out the arrangements for prevention of fraud and corruption and also detection
and investigation of fraud and corruption; and

- developing governance over partnerships to ensure effective joint working and delivery of
Council objectives. This includes arrangements for governance of the community planning
partnership, management committee and chief officer level. Performance of police and fire
services is reported to the Performance Review and Scrutiny Committee.
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GOVERNANCE ROLES AND RESPONSIBILITIES

Argyll and Bute Council has put in place appropriate management and reporting arrangements to
enable it to satisfy itself that its approach to corporate governance is adequate and effective in
practice. The Executive Director of Customer Services as Monitoring Officer has responsibility for:

- overseeing the implementation of the Code of Corporate Governance and monitoring its
operation; and

- reporting annually to the Council on compliance with the Code and any changes required
to maintain it and ensure its effectiveness.

Account has been taken of the results of reviews of internal control that have been carried out within
each council service. Specific responsibilities are assigned to the Head of Strategic Finance to ensure
that public funds are properly accounted for.

AUDIT SCOTLAND STATUTORY REPORT

The Council was the subject of statutory report by the Controller of Audit during 2013-14. The report
considered the effectiveness of councillor to councillor and councillor to officer working relationships.
The Accounts Commission considered the statutory report and its findings can be summarised as
follows:

- serious concern about substantial risks to the council caused by the instability of elected
member leadership;

- the quality of leadership of the Council has been inadequate;

- elected members need to achieve a more effective balance between focusing on local
issues and priorities and the longer term strategic objectives of the council;

- the role of Monitoring Officer needs to be afforded trust and respect and members must
have confidence in the comprehensiveness of information provided by officers;

- the council’s current political management arrangements are not fit for purpose; and

- elected members and officers must work together to ensure fuller use of training and of
external support.

The council accepted the statutory report and agreed an action plan addressing the matters raised in
the report. A follow up visit was carried out by Audit Scotland during April and May 2014 and a report
issued in June 2014. The follow up report notes that:

- the Council had responded constructively to the statutory report and is making progress with
improvement work in line with planned timescales although it is too earlier to assess the
effectiveness of the actions completed;

- the political leadership and political dynamics of the council are more stable and the risk to the
council is currently reduced but future significant challenges will provide a test to stability;

- new political management arrangements provide a sound basis for improved governance and
these will require support to ensure they are fully effective; and

- planned work on training and development and forward planning should support improvement
in scrutiny and address the need for improved engagement by elected members.

INTERNAL FINANCIAL CONTROL

In ensuring that an effective system of internal financial control is maintained and operated in
connection with the resources concerned, this statement also covers the other bodies whose activities
are incorporated into our Group Accounts, i.e.

- Dunbartonshire and Argyll and Bute Valuation Board
- Strathclyde Partnership for Transport

- Strathclyde Concessionary Travel Scheme Joint Committee
www.argyll-bute.gov.uk Page 14
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The system of internal financial control can provide only reasonable and not absolute assurance that
assets are safeguarded, that transactions are authorised and properly recorded, and that material
errors or irregularities are either prevented or would be detected within a timely period.

The system of internal financial control is based on a framework of regular management information,
financial regulations, administrative procedures (including segregation of duties), management
supervision, and a system of delegation and accountability. Development and maintenance of the
system is undertaken by officers within the Council and the above named bodies. In particular the
system includes:

- comprehensive budgeting systems;

- regular reviews by the Council and the above named bodies of periodic and annual
financial reports which indicate financial performance against forecast;

- setting targets to measure financial and other performance;

- the preparation of regular financial reports which indicate actual expenditure against
forecast;

- clearly defined capital expenditure guidelines;
- project management disciplines;
- guidance relating to financial processes, procedures and regulations; and

- an effective Internal Audit Section.

RISK MANAGEMENT

The Council’'s Risk Management and Business Continuity Strategies continued to be developed in
2013-14. Regular updates on risk management were submitted to the Audit Committee. A detailed
review of the Strategic Risk Register was undertaken during 2013-14. Operational Risk Registers
were reviewed and updated on a regular basis. A separate internal audit of risk management was
carried out during the year.

INTERNAL AUDIT

Argyll and Bute Council and the above named bodies have internal audit functions, which operate to
standards defined in the Chartered Institute of Public Finance and Accountancy's Code of Practice for
Internal Audit in Local Government in the United Kingdom. The work of internal audit is informed by
an analysis of the risk to which the Council and the above named bodies are exposed, with annual
internal audit plans prepared based on that analysis. The Council's and the named bodies’ Audit
Committees endorse the analysis of risk and internal audit plans.

The Chief Internal Auditor provides the Audit Committee with an annual report on internal audit
activity in the Council. Staffing levels and time spent addressing the new Public Sector Internal Audit
substantially reduced the time spent on internal audits and the scope of the audit plan was revised
with some audits carried forward to 2014-15. The annual report includes an independent opinion on
the adequacy and effectiveness of the Council’'s systems of governance and internal control and
concludes that systems for internal control were effective during 2013-14 with no identified material
weaknesses.

The Chairman and Vice Chairman are independent lay members of the Audit Committee.
During 2013-14 the Council assessed its internal audit function against the new Public Sector Internal

Audit Standards. Arising from that an action plan was prepared to address improvement in relation to
internal audit. Good progress is being made with this plan.
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ISSUES FOR FURTHER DEVELOPMENT

The review of governance and internal control has identified the following areas for consideration
during 2013-14, particularly in the context of continuous improvement within the Council:

development of delivery plans for the single outcome agreement (SOA) and ensuring this
is reflected in council priorities;

ensuring resources and budget are aligned to support council priorities and SOA delivery
plans;

ongoing development of performance management and improving performance scrutiny;

reviewing arrangements for partnership governance given increasing importance of
community planning and the single outcome agreement and the integration of health and
social care;

further development of risk management to ensure risk management and business
continuity are embedded within the council.

ensuring the internal audit function is fully resourced and work is planned to ensure the
2014-15 audit plan is delivered and that further improvements in the development of
internal audit are achieved;

the action plan prepared in response to the Audit Scotland Statutory report continues to be
delivered timeously;

reviewing arrangements for collection of income in relation to piers and harbours;

the Council will consider external audit management letters in respect of Helensburgh
CHORD and the Submarine Museum; and

during 2013-14 the Council received 1,103 FOI requests of which 1,048 (95%) were
responded to within the required timescale.

ASSURANCE
The review of the effectiveness of the system of governance and internal financial control is informed

by:

the work of officers within the Council;
the work of Internal Audit as described above;
the work of External Audit;

the Statements of Governance and/or Internal Control provided by the bodies incorporated
into our Group Accounts;

external review and inspection reports; and
recommendations from the Audit Committee.

It is the Council’s view that the systems for governance and internal control are operating effectively
within Argyll and Bute Council and the aforementioned bodies during 2013-14 and that there are no
significant weaknesses. This assurance is limited, however, to the work undertaken during the year
and the evidence available at the time of preparing this statement.

,"/_\\ n -
W )0 il BhA
RO _ (_/-\_ § s ;
Clir Dick Walsh Sally Loudon Bruce West
Leader Chief Executive Head of Strategic Finance

26 September 2014
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BACKGROUND

The Local Authority Accounts (Scotland) Amendment Regulations 2011 amended the Local Authority
Accounts (Scotland) Regulations 1985 to require Scottish Local Authorities to prepare a Remuneration
Report as part of its Annual Financial Statements. All information disclosed in the tables in this
Remuneration Report has been audited by Audit Scotland. All other sections within the Remuneration
Report have been reviewed by Audit Scotland to ensure it is consistent with the Financial Statements.

REMUNERATION POLICY AND ARRANGEMENTS

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 the Leader of the Council, the Civic Head
(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 responsibility in the Council’s political management structure.

When determining the level of remuneration for councillors the Scottish Ministers consider the
recommendations of the Scottish Local Authority Remuneration Committee (SLARC). SLARC is an
advisory Non-Departmental Public Body set up in 2005 to advise Scottish Ministers on the remuneration,
allowances and expenses incurred by local authority councillors.

The Regulations also provide for the banding of local authorities — Argyll and Bute is in Band B, the
Council has determined the level of remuneration for councillors within that banding. The salary that is to
be paid to the Leader of the Council is set out in the Regulations. For 2013-14 the salary for the Leader
of Argyll and Bute Council is £32,470. The Regulations permit the council to remunerate one Civic Head.
The Regulations set out the maximum salary that may be paid to that Civic Head. The Council’s Civic
Head is The Provost and their remuneration is set at £24,353 which is the maximum allowed for Local
Authorities in Band B.

The Regulations also set out the remuneration that may be paid to senior councillors in addition to the
Leader and Civic Head 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% of the total yearly amount payable to the
Leader of the Council. The total yearly amount payable by the Council for remuneration of all its senior
councillors shall not exceed £0.284m. The Council is able to exercise local flexibility in the determination
of the precise number of senior councillors up to a maximum of 14 and their salary within these maximum
limits. The Council’s policy is to pay the maximum salary of £24,353 to each appointed spokesperson
and the Chair of the Protective Services and Licensing Committee. Chairs of Area Committees without a
spokesperson’s remit are paid a salary of £19,962.

In 2013-14 Argyll and Bute Council had 12 senior councillors in the administration up to 26 September
2013 and 14 senior councillors in the administration from 31 October 2013. The total salary
remuneration for senior councillors during 2013-14 was £0.259m. The Regulations also 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 become councillor members of the pension scheme.

Senior Employees

The salary of senior employees is set by reference to national arrangements. The Scottish Joint
Negotiating Committee (SIJNC) for Local Authority Services sets the salaries for the Chief Executives of
Scottish local authorities. Circular CO/144 sets the amount of salary for the Chief Executive of Argyll and
Bute Council for the period 2008 to 2014. The salaries of the Executive Directors and Heads of Service
are based on a fixed percentage of the Chief Executive’s salary in two bandings. Executive Directors
receive 80% of the amount of the Chief Executive’s salary and Heads of Service 75% of Executive
Director’s salary. This equates to Chief Officers Salary Scale Point (SCP) 43 for Executive Directors and
(SCP) 29 for Heads of Service.
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COUNCILLORS’ REMUNERATION

Councillors’ payments are made in accordance with the Local Government (Scotland) Act 2004
(Remuneration) Regulations 2007 and The Local Government (Allowances and Expenses) (Scotland)
Regulations 2007.

The total amount of councillors’ remuneration paid by the Council during the year was:

2013-14 2012-13

Members Allowances Actual Actual
£'000 £'000
Basic Councillor Salaries 365 362
Leader and Provost's Salary 59 58
Senior Councillor Salaries 259 264
Other Expenses and Allowances paid to Members 175 169
Total Allowances 858 853

The annual return of councillors’ salaries and expenses for 2013-14 is available for any member of the
public to view at all Council libraries and public offices during normal working hours. It is also available
on the Council’'s website at http://www.argyll-bute.gov.uk/council-and-government/councillors-and-
community-councillors.
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EMPLOYEES’ REMUNERATION

The Local Authority Accounts (Scotland) Regulations 1985 (Amended 2011) requires local authorities to
provide an analysis of the number of employees whose remuneration in the year was £50,000 or more,
including those classified as senior employees who are subject to separate disclosure requirements.
The definition of remuneration includes all sums paid to or receivable by an employee, expense
allowances chargeable to tax and the monetary value of benefits received other than in cash. This
definition therefore includes all payments made to the employee in respect of agreed employment
terminations or retirements. However, employer pension contributions are excluded from the definition.

Readers should be aware when making comparisons between years that, due to contractual incremental
pay increases, the number of employees covered by this disclosure will increase each year. In addition,
payments made in respect of agreed employment terminations or retirements can also distort the number
and/or banding of employees.

The number of employees whose remuneration, excluding employer pension contributions and including
redundancy/retirement payments, that was £50,000 or more in bands of £5,000 was:

Range 2013-14 2012-13
£ Number of Officers Number of Officers
£50,000 - £54,999 25 18
£55,000 - £59,999 17 20
£60,000 - £64,999 4 1
£65,000 - £69,999 9 13
£70,000 - £74,999 5 1
£75,000 - £79,999 3 3
2

£80,000 - £84,999
£85,000 - £89,999 - -
£90,000 - £94,999 2 3
£95,000 - £99,999 - -
£100,000 - £104,999 - -
£105,000 - £109,999 - -

£110,000 - £114,999 1 -
£115,000 - £119,999 - 1
Total 68 60
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SENIOR EMPLOYEES’ REMUNERATION

The Local Authority Accounts (Scotland) Regulations 1985 (Amended 2011) requires the separate
disclosure and analysis of remuneration for senior employees (defined by the regulations) as those
employees forming part of the Council’s senior management team, or holding certain statutory posts,
whose salary is over £50,000 and any additional employee whose salary is over £150,000.

In 2013-14 there were no employees earning more than £150,000.
The following table sets out the remuneration disclosures for 2013-14 for senior officers:

Post Holder Salary, Taxable Benefits Total Total
(Including Expenses other than in Remuneration Remuneration
Fees and cash 201314 2012-13

Allowances)

£
Chief Executive - Sally Loudon 114,303 2,048 - 116,351 118,781
Executive Director of Community Services - 93,656 3,660 - 97,316 97,047
Cleland Sneddon
Executive Director of Customer Services - 93,922 644 - 94,566 93,273

Douglas Hendry

Executive Director of Development and 60,724 - - 60,724 92,770
Infrastructure Services - Alexander MacTaggart
(to 10-11-13)

(Full year equivalent) (92,856) - (92,856) -
Head of Strategic Finance (Section 95 Financial 69,587 701 - 70,288 69,172
Officer) - Bruce West

Head of Adult Care (Section 3 Social Work 69,384 - - 69,384 68,728

Officer) - James Robb

Head of Improvement and HR (Direct Report to 69,384 - - 69,384 68,728
Chief Executive) - Jane Fowler

The Chief Executive’'s salary of £118,781 in 2012-13 included £3,251 of remuneration for acting as
Returning Officer during 2012-13.

The senior employees included in the table include any local authority employee:

¢ Who has responsibility for management of the local authority to the extent that the person has
power to direct or control the major activities of the authority (including activities involving the
expenditure of money), during the year to which the Report relates, whether solely or collectively
with another person;

e Who 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; or

e Whose annual remuneration is £150,000 or more.

During 2013-14, Alexander MacTaggart left the organisation and Pippa Milne was appointed to the role
of Executive Director of Development and Infrastructure Services (effective 1 April 2014). Also during
2013-14 the Improvement and HR function was transferred to Customer Services resulting in Jane
Fowler, Head of Improvement and HR no longer reporting directly to the Chief Executive (effective from
1 January 2014).
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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.

For local government employees this is a final salary pension scheme. This means that pension benefits
are based on the final year's pay and the number of years that person has been a member of the
scheme.

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 is designed to give more equality
between the cost and benefits of scheme membership. Prior to 2009 contributions rates were set at 6%
for all non-manual employees.

The tiers and members contribution rates for 2013-14 remain at the 2012-13 rates and are as follows:

Contribution Rate

Whole time pay 2013-14
On earnings up to and including £18,000 5.50%
On earnings above £18,000 and up to £22,000 7.25%
On earnings above £22,000 and up to £30,000 8.50%
On earnings above £30,000 and up to £40,000 9.50%
On earnings above £40,000 12.00%

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

There is no automatic entitlement to a lump sum. Members may opt to give up (commute) pension for a
lump sum up to the limit set by the Finance Act 2004. The accrual rate guarantees a pension based on
1/60™ of final pensionable salary and years of pensionable service. (Prior to 2009 the accrual rate
guaranteed a pension based on 1/80™ and a lump sum based on 3/80™ of 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 pension figures shown relate to the benefits that the person has accrued as a consequence of their
local government service, and not just their current appointment.
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SENIOR COUNCILLORS’ PENSION BENEFITS

The pension entitlements for senior councillors for the year to 31 March 2014 are shown in the table
below, together with the contribution made by the Council to each senior councillor's pension during the
year.

The pension benefits shown relate to the benefits that the individual has accrued as a consequence of
their total local government service and not just their current appointment.

In-year pension

contributions Accrued pension benefits

Difference

For year to  For year to As at from

31 March| 31 March 31 March 31 March

Senior Members 2014 2013 2014 2013

£ £ £ £

Councillor Roddy McCuish 4,581 5,570 Pension 2,207 435

Lump Sum 1,476 73

Councillor James Robb 4,201 4564 Pension 2,230 406

Lump Sum 1,491 47

Councillor Michael Breslin 3,133 3,897 Pension 720 419
Lump Sum - -

Councillor John Semple 3,956 4,417 Pension 2,278 389

Lump Sum 1,524 28

Councillor Sandy Taylor 3,956 4,010 Pension 833 517
Lump Sum - -

Councillor Anne Horn 3,956 4417 Pension 2,061 (4)

Lump Sum 1,379 (1,107)

Councillor Donald Kelly 4,255 4417 Pension 2,085 405

Lump Sum 1,395 64

Councillor Mary Jean Devon 4,453 4,417 Pension 1,995 417

Lump Sum 1,334 85

Councillor Louise Glen-Lee 3,956 4,417 Pension 837 353
Lump Sum - -

Councillor David Kinniburgh 3,630 3,129 Pension 1,929 351

Lump Sum 1,678 41

Councillor George Freeman 3,956 4417 Pension 2,573 400
Lump Sum 1,721 -

Councillor Ellen Morton 3,630 3,333 Pension 2,219 362

Lump Sum 1,484 13

Councillor Rory Colville 3,352 3,333 Pension 2,096 336

Lump Sum 1,402 8
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In-year pension

contributions Accrued pension benefits

Difference

For year to  For year to As at from

31 March| 31 March 31 March 31 March

Senior Members 2014 2013 2014 2013

£ £ £ £

Councillor Robin Currie 3,777 3,333 Pension 1,914 365

Lump Sum 722 14

Councillor Len Scoullar 3,729 3,333 Pension 2,352 374

Lump Sum 1,573 7

Councillor Richard Trail 4,022 2,722 Pension 588 858
Lump Sum - -

Councillor Aileen Morton 3,631 2,722 Pension 554 319
Lump Sum - -

Councillor Gary Mulvaney 3,352 3,129 Pension 1,907 329

Lump Sum 1,275 26

Councillor Vivien Dance 3,630 3,223 Pension 2,016 354

Lump Sum 1,348 32

Councillor Bruce Marshall 3,133 3,333 Pension 2,185 321

Lump Sum 1,461 (14)
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SENIOR EMPLOYEES’ PENSION BENEFITS

The pension entitlements for senior employees for the year to 31 March 2014 are shown in the table
below, together with the contribution made by the Council to each senior employee’s pension during the
year.

The pension benefits shown relate to the benefits that the individual has accrued as a consequence of
their total local government service and not just their current appointment.

In-year pension

contributions Accrued pension benefits
Difference
For year to  For year to from
31 March| 31 March As at 31 31 March
Senior Officers 2014 2013 March 2014 2013
£ £ £ £
Chief Executive - Sally Loudon 22,038 22,318 Pension 33,580 (3,451)
Lump Sum 72,201 684

Executive Director of Community Services -
Cleland Sneddon 18,048 17,877 Pension 30,088 1,829
Lump Sum 66,886 634

Executive Director of Customer Services -

Douglas Hendry 18,099 17,828 Pension 37,415 382
Lump Sum 89,846 (2,778)

Executive Director of Development and
Infrastructure Services - Alexander

MacTaggart (to 10-11-13) 11,701 17,877 Pension 13,556 1,030
Lump Sum 19,169 117

Head of Strategic Finance (Section 95

Financial Officer) - Bruce West 13,401 13,200 Pension 28,601 255
Lump Sum 69,217 (2,141)

Head of Adult Care (Section 3 Social Work

Officer) - James Robb 13,363 13,236 Pension 26,276 1,392
Lump Sum 61,518 582

Head of Improvement and HR (Direct report

to Chief Executive) - Jane Fowler 13,363 | 13,236 | Pension 21,702 1,349
Lump Sum 47,797 454
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EMPLOYEE EXIT PACKAGES

The numbers of exit packages with cost per band for compulsory and other redundancies are set out in
the table below:

2012/13 2013114
Cash Value Cash Value
Total Total
Cash Notional Cash Notional
Compulsory Other Value (67.\4 Exit Compulsory Other Value CAY
Redundancies Departures Cost Value Package Redundancies Departures Cost Value
No £ £ £ £ Cost Band | No £ £ £ £
£0- 21 49,652 123,200 172,852 33,832
130 269,434 370,421| 639,855 71,928(£20,000 ’ ’ ’ ’
£20,001 - 4 21,702 88,815 110,517 11,799
8 24,338 199,709 224,047 42,167 |£40,000 ’ ’ ’ ’
£40,001 -
4 42,686| 137919 180,605 5658/860000 | ° -| 253888| 253888 22653
£60,001 -
3 | 214941| 214941| 477790/£80,000 | 2 o| 143210] 143210| 18,129
£80,001 -
) i i i _l£100,000 3 88,982 175,428 264,410 36,743
£100,001 -
- - - - -1£150,000 ) ) ) ) .
£150,001 -
- - - - -1£200,000 ) ) ) ) .
145( 336,458 922,990 |1,259,448| 167,532 35 160,336 784,541 944,877 123,156

Exit package costs include redundancy payments, pension strain and compensatory lump sum payments
for all retirees. The costs should also include the capitalised cost of compensatory added years (“CAY”),
which will be payable to the pension fund until the retiree ceases to claim their pension. For employees
with pensions provided by the Strathclyde Pension Fund (the provider for all employees other than
teachers) the notional cost of added years is noted separately in the table as costs are based on an
assessment by the pension’s provider of the present value of all future payments to the retiree. These
amounts are not based on actual costs but instead use actuarial assumptions on pensioner longevity and
other factors and as such will be subject to change and will not reflect the actual costs incurred.

The Cash Value costs noted in the table represent the actual costs incurred by the Council for the agreed
exit packages. The capitalised added years pension element for members of the Teachers’ Pension
Scheme is included in the cash value cost as payment is made in advance to the teachers’ pension fund
to settle this liability.
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The total cost of £0.945m in the table above includes exit packages that have been agreed and charged
to the Council’'s Comprehensive Income and Expenditure Statement in the current year. These costs
include all exit packages agreed by 31 March in each year, this does not necessarily mean that these
payments have been made, for example an employee could have subsequently been re-deployed to an
alternative post within the Council. The Council’s Balance Sheet includes a provision at 31 March 2014
of £0.339m, this represents the amount which has yet to be paid out by the Council, this amount is
included within the bands above.

The supplementary Termination Benefits Note 33 on page 93 provides more information on the exit
packages agreed in the last two financial years.

\ s _ r - -
N CIal D \

Dick Walsh Sally Loudon
Leader Chief Executive

26 September 2014
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 Argyll

Balance Sheet $Bute
COUNCIL

31 March 2013 31 March 2014
£'000 £'000 £'000 £'000
Long Term Assets
Property Plant & Equipment 15
293,846 - Other Land and Buildings 290,414
8,822 - Vehicles, Plant, Furiture and Equipment 10,674
163,822 - Infrastructure Assets 169,555
1,466 - Community Assets 1,669
3,510 - Surplus Assets 4,581
17,400 - Assets Under Construction 25,591
488,866 | Property Plant & Equipment 502,484
1,324 | Heritage Assets 16 1,371
203 | Intangible Assets 17 351
6,397 | Investment Property 18 6,281
3,563 | Long-Term Debtors 21 4,011
500,353 | Total Long Term Assets 514,498
Current Assets
631 Inventories 390
14,471 Short Term Debtors (Net of Impairment) 22 16,034
1,708 Assets Held for Sale 23 153
35,000 Short Term Investments 35,000
11,868 Cash and Cash Equivalents 24 6,075
63,678 | Total Current Assets 57,652
Current Liabilities
(3,739) Short-term Borrowing 26 (11,442)
(35,295) Short-term Creditors 25 (32,982)
(116) Capital Grant Receipts in Advance (165)
(2,183) Provisions 28 (2,423)
(1,566) Other Short Term Liabilities 27 (1,734)
(42,899)| Total Current Liabilities (48,746)
Long-term Liabilities
(159,871) Borrowing Repayable within a Period in Excess 26 (151,520)
of 12 Months
(80,354) Other Long-term liabilities 27 (78,621)
(301) Provisions 28 (101)
(99,864) Other Long-term liabilities (Pensions) 29 (118,337)
(340,390)| Total Long-term Liabilities (348,579)
180,742 | Total Assets less Liabilities 174,825
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Argyll

Balance Sheet $Bute
COUNCIL

31 March 2013 31 March 2014
£'000 £'000 £'000 £'000
Unusable Reserves 30
55,061 - Revaluation Reserve 56,113
185,215 - Capital Adjustment Account 198,230
(5,262) - Financial Instruments Adjustment Account (4,889)
(99,864) - Pensions Reserve (118,337)
(4,712) - Accumulated Absences Account (4,818)
130,438 126,299
Usable Reserves 31
3,316 - Capital Funds 3,460
850 - Repairs and Renewals Funds 1,025
46,138 - General Fund Balance 44,041
50,304 48,526
180,742 | Total Reserves 174,825

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities
recognised by the Council. The net assets of the Council (assets less liabilities) are matched by the
reserves held by the Council. Reserves are reported in two categories:

- The first category of reserves are usable reserves, i.e. those reserves that the Council may
use to provide services, subject to the need to maintain a prudent level of reserves and
statutory limitations on their use (for example the capital receipts reserve that may only be
used to fund capital expenditure or repay debt).

- The second category of reserves are those that the Council is not able to use to provide
services. This category of reserves includes reserves that hold unrealised gains and
losses (for example the revaluation reserve), where amounts would only become available
to provide services if the assets are sold and reserves that hold timing differences shown
in the Movement in Reserves Statement line “Adjustments between accounting basis and
funding basis under regulations”.

The financial statements were issued on 26 June 2014 and the audited financial statements were
authorised for issue on 26 September 2014.

Bl

Bruce West
Head of Strategic Finance
26 September 2014
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 Argyll

Cash Flow Statement $Bute
COUNCIL

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 amounts of
net cash flow arising from operating activities is a key indicator of the extent to which the operations of
the Council are funded by way of taxation and grant income or from the recipients of services provided
by the Council. Investing activities represent the extent to which cash outflows have been made for
resources which are intended to contribute to the Council’s future service delivery. Cash flows arising
from financing activities are useful in predicting claims on future cash flows by providers of capital (i.e.
borrowing) to the Council.

201213

£'000

Net (Surplus) or Deficit on the Provision of

19,795 . 1,694
(19,793) Services (1.694)
(16,551) Adjustments to net surplus or deficit on the provision of services for (12,655)
non-cash movements
Adjustments for items included in the net surplus or deficit on the
9,155 L ) . . . L 9,014
provision of services that are investing and financing activities
(27,191), Net Cash Flows from Operating Activities 36 (5,335)
29,473 Investing Activities 37 10,133
1,337 Financing Activities 38 995

3,619 Net Increase or Decrease in Cash and Cash 5,793

Equivalents

Cash and Cash Equivalents at the beginning of the Reporting

15,487
(15,487) Period

(11,868)

Cash and Cash Equivalents at the end of the

11, . .
(11,868) Reporting Period

24 (6,075)
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Notes to the Financial Statements $Bute
COUNCIL

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1.1 General Principles

The Statement of Accounts summarises the Council’s transactions for the 2013-14 financial year and
its position at the year-end of 31 March 2014. The Council is required to prepare an annual Statement
of Accounts by the Local Authority Accounts (Scotland) Regulations 1985, which section 12 of the
Local Government in Scotland Act 2003 requires to be prepared in accordance with proper accounting
practices. These practices primarily comprise the Code of Practice on Local Authority Accounting in
the United Kingdom 2013-14 and the Service Reporting Code of Practice for Local Authorities 2013-14
(SeRCOP), supported by International Financial Reporting Standards (IFRS).

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

1.2  Accruals of Income and Expenditure

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

- Revenue from the sale of goods is recognised when the Council transfers the
significant risks and rewards of ownership to the purchaser and it is probable that
economic benefits or service potential associated with the transaction will flow to
the Council.

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

- 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.

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

- Where revenue and expenditure have been recognised but cash has not been
received or paid, a debtor or creditor for the relevant amount is recorded for the
income that might not be collected.
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COUNCIL

1.3 Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
of notice of not more than 24 hours. Cash equivalents are investments that mature in 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 Balance Sheet and Cash Flow Statement, cash and cash equivalents are shown net of bank
overdrafts that are repayable on demand and form an integral part of the Council’s cash management.

1.4 Changes in Accounting Policies, Estimates and Errors

Changes in accounting policies are only made when required by proper accounting practices or the
change provides more reliable or relevant information about the effect of transactions, other events
and conditions on the Council’s financial position or financial performance. Where a change is made,
it is applied retrospectively by adjusting opening balances and comparative amounts for the prior
period as if the new policy had always been applied.

Changes in accounting estimates are accounted for prospectively, i.e. in the current and future years
affected by the change.

Material errors discovered in prior period figures are corrected retrospectively by amending opening
balances.

1.5 Charges to Revenue for Non-Current Assets

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

- Depreciation attributable to the assets used by the relevant service

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

- Amortisation of intangible fixed assets attributable to the service.

The council is not required to raise council tax to cover depreciation, revaluation and impairment
losses or amortisations. These transactions are reversed out through the Movement in Reserves
Statement, by way of an adjusting transaction with the Capital Adjustment Account for the difference
between the two.

1.6 Employee Benefits
1.6.1 Benefits Payable during Employment

Short-term benefits, such as wages and salaries, paid annual and sick leave, bonuses and non-
monetary benefits (e.g. cars) for current employees, are recognised as an expense in the year in
which employees render service to the Council. An accrual is made for the cost of holiday
entitlements earned by employees but not taken before the year-end and which employees can carry
forward into the next financial year.

1.6.2 Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Council to terminate an
officer’'s employment before the normal retirement date or an officer’s decision to accept voluntary
redundancy and are charged on an accruals basis to the Non Distributed Costs line in the
Comprehensive Income and Expenditure Statement when the Authority is demonstrably committed to
either terminating the employment of an officer or group of officers or making an offer to encourage
voluntary redundancy.

Where termination benefits involve the enhancement of pensions, statutory provisions require the
General Fund balance to be charged with the amount payable by the Council to the pension fund or
pensioner in the year, not the amount calculated according to the relevant accounting standards. In
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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.

1.6.3 Post-Employment Benefits

The Council participates in two different pension schemes which meet the needs of employees in
particular services. Both schemes provide members with defined benefits related to pay and service.
The schemes are as follows:

a) Teachers
This is an unfunded scheme administered by the Scottish Government. This means that
liabilities for the benefits provided cannot be identified by the Council. The scheme is therefore
accounted for as if it were a defined contributions scheme where no liability for future payments
of benefits is recognised in the balance sheet and revenue accounts are charged with the
employer’s contributions payable to the Scottish Government in the year.

b) Local Government Pension Scheme
Other employees, subject to certain qualifying criteria, are eligible to join the Local Government
Pension Scheme. This pension scheme is accounted for as a defined benefits scheme:

- The liabilities of the Strathclyde Pension Fund attributable to the Council are
included in the balance sheet on an actuarial basis using the projected unit method
— i.e. an assessment of the future payments that will be made in relation to
retirement benefits earned to date by employees, based on assumptions about
mortality rates, employee turnover rates and projections of projected earnings for
current employees.

- Liabilities are discounted to their value at current prices, using a discount rate of
4.3% (based on the indicative rate of return on a “high quality corporate bond of
equivalent term and currency to the liability” (as measured by the yield on iboxx
Sterling Corporates Index, AA over 15 years)).

- The assets of the Strathclyde Pension Fund attributable to the Council are included
in the balance sheet at their fair value:

* Quoted securities — current bid price

= Unquoted securities — professional estimate
= Unitised securities — current bid price

= Property — market value

Adoption of the 2011 amendments to IAS 19 Employee Benefits and IAS 1 Presentation of
Financial Statements are effective for accounting years starting on or after 1 January 2013
and, in accordance with IAS 8 Changes in Accounting Policies, these changes will be
retrospectively applied for the prior accounting period where material. Any prior year impact is
reported in Note 29 to the accounts. New classes of components for defined benefit costs and
new recognition criteria for service costs are recognised in the financial statements.

- The change in the net pension’s liability is analysed into the following components:

= Current service cost — the increase in liabilities as a result of years’ service
earned this year - allocated in the Comprehensive Income and Expenditure
Statement to the services for which the employees worked.

= Past service cost — the increase in liabilities as a result of a scheme
amendment or curtailment whose effect relates to years of service earned in
earlier years, charged to the Non Distributed Costs in the Comprehensive
Income and Expenditure Statement.
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= Net interest on the net defined benefit liability (asset), i.e. net interest
expenses for the Council — 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 obligation 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
liability (asset) during the period as a result of contribution and benefit
payments.

= Re-measurements comprising

e The return on plan assets — Excluding amounts included in the net
interest on the net defined benefit liability (asset), charged to the
Pension Reserve as Other Comprehensive Income and Expenditure.

e Actuarial gains and losses — changes in the net pensions liability that
arise because events have not coincided with assumptions made at
the last actuarial valuation or because the actuaries have updated
their assumptions, charged to the Pensions Reserve

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

Statutory provisions limit the Council to raising council tax to cover the amounts payable by
the Council’s Pension Fund in the year. In the Movement in Reserves Statement, this
means that there are appropriations to and from the Pensions Reserve to remove the
notional debits and credits for retirement benefits and replace them with debits for the cash
paid to the pension fund and pensioners and any amounts payable to the fund but unpaid at
the year-end. The negative balance that arises on the Pensions Reserve thereby measures
the beneficial impact to the General Fund of being required to account for retirement
benefits on the basis of cash flows rather than as benefits earned by employees.

1.6.4 Post Employment Discretionary Benefits

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

1.7  Events after the Reporting Period

Events after the reporting period are those events, both favourable and unfavourable, that occur
between the end of the reporting period and the date when the Statement of Accounts is authorised
for issue. Two types of events can be identified:

- Those that provide evidence of conditions that existed at the end of the reporting
period — the Statement of Accounts is adjusted to reflect such events.

- Those that are indicative of conditions that arose after the reporting period — The
Statement of Accounts is not adjusted to reflect such events, but where a category
of events would have a material impact disclosure is made in the notes of the
nature of the events and their estimated financial effect.

Events taking place after the date of authorisation for issue are not reflected in the Statement of
Accounts.
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1.8 Exceptional Items

When items of income and expenditure are material, their nature and amount are disclosed
separately, either on the face of the Comprehensive Income and Expenditure Statement or in the
notes to the accounts, depending on how significant the items are to the understanding of the
Council’s financial performance.

1.9 Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Council becomes party to the
contractual provisions of a financial instrument and initially measured at fair value and 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
value of the liability, multiplied by the effective rate of interest for the instrument. The effective interest
rate is the rate that exactly discounts estimated future cash payments over the life of the instrument to
the amount at which it was originally recognised.

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

Gains and losses on the repurchase or early 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 the 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 on the General Fund Balance to be spread over future years.
The Council has a policy of spreading the gain/loss over the term that was remaining on the loan
against which the premium was payable or discount receivable when it was repaid. The reconciliation
of amounts charged to the Comprehensive Income and Expenditure Statement to the net charge
required against the General Fund Balance is managed by a transfer to or from the Financial
Instruments Adjustment Account in the Movement in Reserves Statement.

1.10 Government Grants and Contributions

Whether paid on account, by instalments or in arrears, government grants and third party contributions
and donations are recognised as due to the Council when there is reasonable assurance that:

- The Council will comply with the conditions attached to the payments; and
- The grants or contributions will be received.

Amounts recognised as due to the Council are not credited to the Comprehensive Income and
Expenditure Account until conditions attached to the grant or contribution have been satisfied.
Conditions are stipulations that specify that the future economic benefits or service potential must be
returned to the transferor.

Monies advanced as grants and contributions for which conditions have been satisfied are carried on
the Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited to
the relevant service line (attributable to revenue grants/contributions) or Taxation and Non-Specific
Grant Income (non-ring-fenced revenue grants and all capital grants) in the Comprehensive Income
and Expenditure Statement.

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

1.11 Heritage Assets

The main heritage assets held by the Council are two art collections and a historic jail and courthouse
which is operated as a “living” museum. The “Argyll Collection” is an art collection which was set up to
provide the young people of Argyll and Bute with direct access to a wide range of quality art
recognising that they had limited access to museums and galleries. In addition the Council holds
other works of art which are held at various libraries and the Campbeltown Museum. 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 main
heritage assets are accounted for as follows:

The Art Collections

The collections cover a range of media including acrylic, charcoal, embroidery, engraving, etching,
gouache, lithography, oil, pastel, pencil, procion dye, screenprint, monoprint, watercolour, woodcut,
ceramic, bronze and woodcarving. These items are reported in the Balance Sheet at insurance
valuation which is based on market values. These valuations are updated periodically. The assets
within the art collections are deemed to have indeterminate lives and a high residual value, hence the
Council does not consider it appropriate to charge depreciation.

Acquisitions are made by purchase or donation. Acquisitions are initially recognised at cost and
donations are recognised at valuation with valuations provided by external valuers and with reference
to appropriate commercial markets using the most relevant and recent information from sales at
auctions.

Inveraray Jail and Courthouse and “Other” Historic Buildings

The building is owned by Argyll and Bute Council and leased out to an organisation which runs it as a
“living museum”. The building is valued in accordance with its property, plant and equipment policy.
Other buildings included in this category are McCaig’s Folly in Oban and Castle Lodge in Dunoon.

Archaeology and “Other” Museum Exhibits

The Council does not consider that reliable cost or valuation information can be obtained for
archaeological items and “other” museum exhibits outwith the art collections. This is because of the
diverse nature of the assets held and lack of comparable values. Consequently, the Council does not
recognise these assets on the Balance Sheet.

Heritage Assets — General

The carrying amounts of heritage assets are reviewed where there is evidence of impairment for
heritage assets, e.g. where an item has suffered physical deterioration of breakage or where doubts
arise as to its authenticity. Any impairment is recognised and measured in accordance with the
Council’s general policies on impairment (see note 1.19.3 in this summary of significant accounting
policies). The proceeds of any disposals are accounted for in accordance with the Council’'s general
provisions relating to the disposal of property, plant and equipment. Disposal proceeds are disclosed
separately in the notes to the financial statements and are accounted for in accordance with statutory
requirements relating to capital expenditure and receipts (see note 1.19.4 in this summary of
significant accounting policies).
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1.12 Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are controlled by the
Council as a result of past events (e.g. software licences) is capitalised when it is expected that future
economic benefits or service potential flow from the intangible asset to the Council.

Expenditure on the development of websites is not capitalised if the website is solely or primarily
intended to promote or advertise the Council’s goods or services.

Intangible assets are measured initially at cost. Amounts are not revalued, as the fair value of the
assets held by the Council cannot be determined by reference to an active market. The depreciable
amount of an intangible asset is amortised over its useful life to the relevant service lines in the
Comprehensive Income and Expenditure Statement. An asset is tested for impairment whenever
there is an indication that the asset might be impaired — any losses recognised are posted to the
relevant service lines in the Comprehensive Income and Expenditure Statement. Any gain or loss
arising on the disposal or abandonment of an intangible asset is posted to the Other Operating
Expenditure line in the Comprehensive Income and Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes,
amortisation, impairment losses and disposal gains and losses are not permitted to have an impact on
the General Fund Balance. The gains and losses are therefore reversed out of the General Fund
Balance in the Movement in Reserves Statement and posted to the Capital Adjustment Account.

1.13 Interests in Companies and Other Entities

The Council has material interests in companies and other entities that have the nature of
subsidiaries, associates or joint ventures and requires to prepare Group Accounts. In the Council’s
own single entity accounts, the interests in companies and other entities are recorded as investments,
i.e. at cost, less any provision for losses.

1.14 Inventories

Inventories are included in the Balance Sheet at the lower of cost and net realisable value. The cost
of inventories is assigned using the weighted average costing formula.

1.15 Investment Properties

Investment properties are those that are used solely to earn rentals and/or for capital appreciation.
The definition is not met if the property is used in any way to facilitate the delivery of services or
production of goods or is held for sale.

Investment properties are measured initially at cost and subsequently at fair value, based on the
amount at which the asset could be exchanged between knowledgeable parties at arm’s length.
Properties are not depreciated but are revalued annually according to market conditions at the year-
end. Gains and losses are therefore reversed out of the General Fund Balance in the Movement in
Reserves Statement and posted to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. The same treatment is applied to gains and
losses on disposal.

Rentals received in relation to investment properties are credited to the Financing and Investment
Income line and result in a gain for the General Fund Balance. However, revaluation and disposal
gains and losses are not permitted by statutory arrangements to have an impact on the Balance. The
gains and losses are therefore reversed out of the General Fund Balance in the Movement in
Reserves Statement and posted to the Capital Adjustment Account.
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1.16 Leases

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

Where a lease covers both land and buildings, the land and buildings elements are considered
separately for classification.

Arrangements that do not have the legal status of a lease but convey a right to use an asset in return
for payment are accounted for under this policy where fulfilment of the arrangement is dependent on
the use of specific assets.

1.16.1 The Council as Lessee
a) Finance Leases

Property, plant and equipment held under finance leases is recognised on the Balance Sheet at the
commencement of the lease at its fair value measured at the lease’s 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. Initial direct costs of the Council are added to the carrying amount of the
asset. Premiums paid on entry into a lease are applied to writing down the lease liability.

Lease payments are apportioned between:

- A charge for the acquisition of the interest in the property — applied to write down
the lease liability; and

- Afinance charge (debited to the Financing and Investment Income and Expenditure
line in the Comprehensive Income and Expenditure Statement).

Property, Plant and Equipment recognised under finance leases are 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 Council is not required to raise council tax to cover depreciation or revaluation and impairment
losses arising on leased assets. Instead, a prudent annual contribution is made from revenue funds
towards the deemed capital investment in accordance with statutory requirements. Depreciation 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.

b) Operating Leases

Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure
Statement as an expense of the services benefiting from use of the leased property, plant or
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 (e.g. there is a rent-free period at the commencement of the lease).

1.16.2 The Council as Lessor
a) Finance Leases

Where the Council grants a finance lease over a property or an item of plant and equipment, the
relevant asset is written out of the Balance Sheet as a disposal. At the commencement of the lease,
the carrying amount of the asset in the Balance Sheet (whether Property, Plant and Equipment or
Assets Held for Sale) is written off to the Other Operating Expenditure line in the Comprehensive
Income and Expenditure Statement as part of the gain or loss on disposal. A gain, representing the
Council’s net investment in the lease, is credited to the same line in the Comprehensive Income and
Expenditure Statement also as part of the gain or loss on disposal (i.e. netted off against the carrying
value of the asset at the time of disposal), matched by a debtor in the Balance Sheet.

Lease rentals receivable are apportioned between:
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- A capital receipt for the disposal of the asset — applied to write down the Debtor
(together with any premiums received); and

- Finance income (credited to the Financing and Investment Income and Expenditure
line in the Comprehensive Income and Expenditure Statement).

The gain credited to the Comprehensive Income and Expenditure Statement on disposal is not
permitted by statute to increase the General Fund Balance and will be required to be treated as a
capital receipt. Where a premium has been received, this is posted out of the General Fund Balance
to the Capital Receipts Reserve in the Movement in Reserves Statement. When the future rentals are
received, the element for the capital receipt on disposal of the asset is used to write down the debtor.
At this point, the deferred capital receipts are transferred to the Capital Receipts Reserve.

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

b) Operating Leases

Where the Authority grants an operating lease over a property or an item of plant and equipment, the
asset is retained in the Balance Sheet. Rental income is credited to the relevant Service lines in the
Comprehensive Income and Expenditure Statement, with the exception of rental income from
Investment Property which is credited to Interest and Investment Income. 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). Initial direct costs incurred in negotiating
and arranging the lease are added to the carrying amount of the relevant asset and charged as an
expense over the lease term on the same basis as rental income.

1.17 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
2013-14 — Scotland (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 Core — costs relating to the Council’s status as a multi-
functional democratic organisation; and

- Non Distributed costs — the cost of discretionary benefits awarded to employees
retiring early.

These two cost categories are defined in SeRCOP and accounted for as separate headings in the
Comprehensive Income and Expenditure Statement, as part of Net Expenditure on Continuing
Services.

1.18 Assets Held for Sale
Property, land and buildings are classified as Assets Held for Sale when the following criteria are met:
- The property is available for immediate sale in its present condition.

- The sale must be highly probable; and an active programme to locate a buyer and
complete the plan must have been initiated.

- The asset must be actively marketed for sale at a price that is reasonable in relation
to its current fair value.
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- The sale should be expected to qualify for recognition as a completed sale within
one year (although events or circumstances may extend the period to complete the
sale beyond one year).

When these criteria are met, assets within the category of Property, Plant and Equipment will be
reclassified as Assets Held for Sale.

1.19 Property, Plant and Equipment

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

1.19.1 Recognition

Expenditure on the acquisition, creation, or enhancement of Property, Plant and Equipment is
capitalised on an accruals basis, provided that it is probable that the future economic benefits or
service potential associated with the item will flow to the Council and the cost of the item can be
measured reliably. Expenditure that maintains but does not add to an asset’s potential to deliver
future economic benefits or service potential (i.e. repairs and maintenance) is charged as an expense
when it is incurred.

1.19.2 Measurement
Assets are initially measured at cost, comprising:
- The purchase price

- Any costs attributable to bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management

- The initial estimate of the costs of dismantling and removing the item and restoring
the site on which it is located

The Council does not capitalise borrowing costs incurred whilst assets are under construction.

The cost of assets acquired other than by purchase is deemed to be its fair value, unless the
acquisition will not increase the cash flows of the Council. In the latter case, the cost of the acquisition
is the carrying amount of the asset given up by the Council.

Donated assets are measured initially at fair value. The difference between fair value and any
consideration paid is credited to the Taxation and Non-Specific Grant Income line of the
Comprehensive Income and Expenditure Statement, unless the donation has been made
conditionally. Until conditions are satisfied, the gain is held in the Donated Assets Accounts. Where
gains are credited to the Comprehensive Income and Expenditure Statement, they are reversed out of
the General Fund Balance to the Capital Adjustment Account in the Movement in Reserves
Statement.

Assets are then carried in the Balance Sheet using the following measurement bases:
- Infrastructure assets and community assets — depreciated historical cost

- All other assets — fair value, determined the amount that would be paid for the asset
in its existing use (existing use value — EUV)

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

Where non-property assets have short useful lives or low values (or both), depreciated historical cost
is used as a proxy for fair value.
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Assets included in the balance sheet at fair value are re-valued sufficiently regularly to ensure that
their carrying amount is not materially different from their fair value at the year-end, but as a minimum
every five years. 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 Account where they arise from the reversal of an impairment loss previously charged to a
service.

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

1.19.3 Impairment

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

Where impairment losses are identified, they are accounted for by:

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

- Where there is no balance in the Revaluation Reserve, the carrying amount of the
asset is written down against the relevant service lines in the Comprehensive
Income and Expenditure Statement

Where an impairment loss is reversed subsequently, the reversal is credited to the relevant Service
lines in the Comprehensive Income and Expenditure Statement, up to the amount of the original loss,
adjusted for depreciation that would have been charged if the loss had not been recognised.

1.19.4 Disposals

When it becomes probable that the carrying amount of an asset will be recovered principally through a
sale transaction rather than through its continuing use, it is reclassified as an Asset Held for Sale. The
asset is re-valued 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 Non Distributed Costs line in the Comprehensive Income and Expenditure
Statement. Gains in fair value are recognised only up to the amount of any previous losses
recognised in the Surplus or Deficit on Provision of Services. Depreciation is not charged on Assets
Held for Sale.

Assets that are to be abandoned or scrapped are not reclassified as Assets Held for Sale.

When an asset is disposed of or decommissioned, the carrying amount of the asset in the Balance
Sheet (whether Property, Plant and Equipment or Assets Held for Sale) is written off to the Other
Operating Expenditure line in the Comprehensive Income and Expenditure Statement as part of the
gain or loss on disposal. Receipts from disposals (if any) are credited to the same line in the
Comprehensive Income and Expenditure Statement also as part of the gain or loss on disposal (i.e.
netted off against the carrying value of the asset at the time of disposal). Any revaluation gains
accumulated for the asset in the Revaluation Reserve are transferred to the Capital Adjustment
Account.

Disposal receipts are categorised as capital receipts. All capital receipts are credited to the Capital
Fund, and can then only be used for new capital investment or set aside to reduce the Council’s
underlying need to borrow (the capital financing requirement). Receipts are appropriated to the
Reserve from the General Fund Balance in the Movement in Reserves Statement.

The written-off value of disposals is not a charge against council tax, as the costs of fixed assets is
fully provided for under separate arrangements for capital financing. Amounts are appropriated to the
Capital Adjustment Account from the General Fund Balance in the Movement in Reserves Statement.
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1.19.5 Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation
of their depreciable amounts over their useful lives. An exception is made for assets without a
determinable finite useful life (i.e. land and certain Community Assets) and assets that are not yet
available for use (i.e. assets under construction).

Where an 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.

1.20 Private Finance Initiative (PFl) and Similar Contracts

PFI contracts are agreements to receive services, where the responsibility for making available the
fixed assets needed to provide the services passes to the PFI contractor. As the Council is deemed to
control the services that are provided under its PFI schemes and as ownership of the fixed assets will
pass to the Council at the end of the contracts for no additional charge, the Council carries the fixed
assets used under the contracts on the balance sheet.

The original recognition of these fixed assets was balanced by the recognition of a liability for amounts
due to the scheme operator to pay for the assets.

Fixed assets recognised on the Balance Sheet are re-valued and depreciated in the same way as
Property, Plant and Equipment owned by the Council.

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

- Fair value of the services received during the year, debited to the relevant service in
the Comprehensive Income and Expenditure Statement.

- Annual Finance Cost — this is calculated by applying the implicit interest rate in the
lease to the opening lease liability for the period, this is debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement.

- 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 Expenditure Statement.

- Payment towards liability — applied to write down the Balance Sheet liability towards
the PFI operator.

- Lifecycle replacement costs — proportion of the amounts payable is posted to the
Balance Sheet as a prepayment and then recognised as additions to Property,
Plant and Equipment when the relevant works are eventually carried out.

1.21 Provisions, Contingent Liabilities and Contingent Assets
1.21.1 Provisions

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

Provisions are charged as an expense to the appropriate service line in the Comprehensive Income
and Expenditure Statement in the year that the authority becomes aware of the obligation, and
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.
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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 and 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.

Where some or all of the payment required to settle a provision is expected to be recovered from
another party (e.g. from an insurance claim), this is only recognised as income for the relevant service
if it is virtually certain that reimbursement will be received if the obligation is settled.

1.21.2 Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Council a possible
obligation whose existence will only be confirmed by the occurrence or otherwise of uncertain future
events not wholly within the control of the Council. Contingent liabilities also arise in circumstances
where a provision would otherwise be made but either it is not probable that an outflow of resources
will be required or the amount of the obligation cannot be measured reliably.

Contingent liabilities are not recognised in the Balance Sheet but disclosed in a note to the accounts.
1.21.3 Contingent Assets

A contingent asset arises where an event has taken place that gives the Council a possible asset
whose existence will only be confirmed by the occurrence or otherwise of uncertain future events not
wholly within the control of the Council.

Contingent assets are not recognised in the Balance Sheet but disclosed in a note to the accounts
where it is probable that there will be an inflow of economic benefits or service potential.

1.22 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 in that year to score against the Surplus/Deficit on the Provision of Services in the
Comprehensive Income and Expenditure Statement. The reserve is then appropriated back into the
General Fund Balance in the Movement in Reserves Statement so that there is no net charge against
council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for non-current assets, financial
instruments and retirement benefits and do not represent usable resources for the Council — these
reserves are explained in the relevant policies above and Note 30 to the accounts.

1.23 VAT

Income and expenditure excludes any amounts related to VAT, as all VAT collected is payable to HM
Revenue and Customs and VAT paid is recoverable.

2. ACCOUNTING STANDARDS ISSUED BUT NOT YET ADOPTED

For 2013-14, the material accounting policy changes that need to be reported relate to group accounts
and are covered by revisions to three standards namely IFRS 10 — Consolidated Financial
Statements, IFRS 11 — Joint Arrangements and IFRS 12 — Disclosure of Interests in Other Entities.
The 2014-15 Code requires implementation of the changes of accounting policy from 1 April 2014.
There is no impact of these changes on the accounts covering the 2013-14 financial year.

Broadly, these changes amend the definition of control for accounting purposes in group accounts.
These revisions impact upon the current accounting treatment of the Council’s interest in other
entities. The Council is currently considering the entities within its group and at this stage does not
expect material change.

There are revisions to four other standards, none of which are considered to make any material
change to the Council’s current financial reporting, namely, IAS 27 — Separate Financial Statements,
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IAS 28 — Investments in Associates and Joint Ventures, IAS 32 — Financial Instruments: Presentation
and IAS1 — Presentation of Financial Statements.

3. CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

In applying the accounting policies set out in Note 1, the Council has had to make certain judgements
about complex transactions or those involving uncertainty about future events. Where a critical
judgement has been made this is referred to in the relevant note to the core financial statements;
however a summary of those with the most significant effect is detailed below:

Government Funding: There is a high degree of uncertainty about future levels of funding for local
government. However, the Council had determined that this uncertainty is
not yet sufficient to provide an indication that the assets of the Council might
be impaired as a result of a need to close facilities and reduce levels of
service provision.

Service Concessions: The Council currently operates two Private Finance Initiative (PFI), or similar,
contracts which are accounted for as Service Concession arrangements
under IFRIC12 — Service Concession Arrangements. The Council has
determined that in the case of the Schools NPDO contract the Council has
control over the services provided through use of the schools and that a
qualifying asset has been created. The appropriate accounting treatment is
to bring the assets “on balance sheet” along with a finance lease liability.

The Council also operates a Waste Management PPP contract. In this case
the Council determined that a “qualifying asset” had not been created and
that the Council did not have significant control over the services being
provided. The appropriate accounting treatment was therefore determined to
be “off balance sheet” and that payments to the contractor are charged to the
appropriate service line within the Comprehensive Income and Expenditure
Account.

Holiday Pay Accrual: Unused holiday entitlement earned at 31 March 2014 but not taken at that
date has been quantified on the basis of a 5% sample of all non-term time
Council employees. The calculation in respect of unused holidays for term
time staff in schools is based on actual leave entitlement as at 31 March and
no estimation is required for these staff. The liability shown in the 2013-14
financial statements in respect of the holiday pay accrual is £4.818m.

4. ASSUMPTIONS MADE ABOUT THE FUTURE AND OTHER MAJOR SOURCES OF
ESTIMATION UNCERTAINTY

The Statement of Accounts contains estimated figures that are based on assumptions made by the
Council about the future that are otherwise uncertain. 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 be materially different from the assumptions and
estimates.

The items in the Council’s Balance Sheet at 31 March 2014 for which there is a significant risk of
material adjustment in the forthcoming financial year are as follows:
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7. OTHER OPERATING INCOME AND EXPENDITURE

The expenditure of £1.048m shown in the Other Operating Income and Expenditure line on the
Statement of Comprehensive Income and Expenditure consists mainly of the requisition paid to
Dunbartonshire and Argyll & Bute Joint Valuation Board of £1.141m offset by £0.130m of backdated
VAT income received as a result of claims being made under the “Fleming” case law principle.

8. SIGNIFICANT TRADING ORGANISATIONS

Trading units are units within a service where the service manager is required to operate in a
commercial environment and balance their budget by generating income from other parts of the
authority or other organisations. During 2013-14 a review of the Roads and Lighting Trading Account
and the Catering and Cleaning Trading Account was performed to consider whether they met the
definition of a trading operation, it was decided in view of their limited trading with external
organisations and the general public that both trading accounts should cease from the 1% April 2013
and their operations be included within the appropriate service expenditure head.

9. AGENCY INCOME

The Council have an on-going agency agreement with Scottish Water to collect domestic water and
sewerage charges. During 2013-14 income from this agreement amounted to £0.265m.

201314 201213

Agency Income Actual Actual

£'000 £'000
Scottish Water 265 244
Total 265 244

The Council also acts as agent for the Scottish Government in the collection of non-domestic rate
income. Further information on the collection of non-domestic rate income can be found on pages 99
to 100.

10. COMMUNITY CARE AND HEALTH (SCOTLAND) ACT 2002

During 2013-14, under the Community Care and Health (Scotland) Act 2002, the Council continued to
develop services which centred on joint working with the Argyll & Bute Community Health Partnership
(CHP) and NHS Highland within the Argyll and Bute Health and Social Care Partnership.

The aspiration of the CHP is to work together to fully integrate the delivery of health and social care
services, focusing on achieving good outcomes for all those who use our services and have an
efficient, cost effective and seamless delivery of service.

During 2013-14 the Partnership included provision of services to older people, supporting people with
a learning disability and provision of support to adults who have a mental health difficulty.

Budgets are currently aligned which means that each Partner organisation holds their own element of
the budget and records the income and expenditure that relates to the part of the service for which
they are responsible.
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During 2013-14 income received by the Council from this source amounted to £5.696m and the
related expenditure was £7.429m. This can be analysed as follows:

Income Expenditure

Purpose of Services £'000 £'000
Care of the Elderly 2,455 3,478
Provision of Senices for People with Learning Disabilities 2,146 2,805
Provision of Senvices for People with Mental Health Needs 1,095 1,146
Total 5,696 7,429

11. WASTE MANAGEMENT PUBLIC PRIVATE PARTNERSHIP

The Council has entered into a Public Private Partnership for the provision of its waste disposal
service. This agreement requires the provider to upgrade or replace three waste disposal sites, two
transfer stations and five civic amenity sites. In addition, the provider will also provide composting
facilities to meet waste diversion targets. When the agreement ends in September 2026 the provider
will hand back to the Council the waste disposal facilities with a life of 5 years.

The Council has paid a service charge of £5.283m (2012-13 £5.176m) which represents the value of
the service provided from 1 April 2013 to 31 March 2014. Under the agreement the Council is
committed to paying the following sums:

Future Repayment Periods £'000

2014 - 2015 5,432
2015 - 2020 29,133
2020 - 2025 32,460
2025 - 2027 9,444
Total 76,469

This equates to £5.328m per annum over the life of the contract.

12. FEES PAYABLE TO AUDIT SCOTLAND

In 2013-14 the following fees relating to external audit and inspection were incurred:

Auditor's Remuneration 201314 201213
£'000 £'000

Fees payable to Audit Scotland with regard to external audit senvices carried 277 253

out by the appointed Auditor

Total Remuneration 277 253

The fee for 2013-14 includes £9,900 for the audit of the Council's charitable trusts.
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13. GRANT INCOME

The Council credited the following grants to the Comprehensive Income and Expenditure Statement in
2013-14:

Grant Income 201213
£'000

Credited to Taxation and Non Specific Grant Income

Revenue Support Grant 176,904 188,864
Non Domestic Rates 28,492 26,479
Specific Capital Grant 77 97
General Capital Grant 8,532 8,746
European Regional Development Fund (ERDF) 1,592 1,049
SUSTRANS 171 161
Sport Scotland - 316
Other Grants 545 248
Other Government Capital Grants 80 841
Total 216,393 226,801
Credited to Services

Scottish Government Specific Grants 472 375
General Capital Grant - Private Sector Housing Improvement Grants 1,362 1,074
Housing Benefit Subsidy 23,424 23,355
Council Tax Benefit Subsidy - 5,913
Other Revenue Government Grants 1,713 1,800
Total 26,971 32,517

14. RELATED PARTIES

The Council is required to disclose material transactions with related parties — bodies or individuals
that have the potential to control or influence the council or to be controlled or influenced by the
Council. Disclosure of these transactions allows readers to assess the extent to which the council
might have been constrained in its ability to operate independently or might have secured the ability to
limit another party’s ability to bargain freely with the Council.

The aim of the Financial Reporting Standard dealing with Related Parties is to highlight instances
where influence and control has been exercised over an external organisation by the Council, and
where an elected member, their close family or someone in their household, has the ability to exercise
the influence or control. Elected members and Senior Officers have completed a signed declaration
on Related Party Interests and these have been used to compile this disclosure.

14.1 Scottish Government

The Scottish Government has effective control over the general operations of the Council — it is
responsible for providing the statutory framework, within which the Council operates, provides the
majority of its funding in the form of grants and prescribes the terms of many of the transactions that
the Council has with other parties (e.g. council tax bills, housing benefits). Grants received from
government departments are set out in the subjective analysis in Note 6 on reporting for resource
allocation decisions and also in Note 13 — Grant Income.
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14.2 Members

Members of the council have direct control over the council’s financial and operating policies. The
total of members’ allowances paid in 2013-14 is shown in the Remuneration Report on page 18.

During the year there were two companies in which members had a significant interest and where the
total of transactions exceeded £10,000.

Expenditure
Transactions in which Members have a significant interest £'000
Bute Conservation Trust 69
MacDougall's Garage 33

14.3 Other Related Bodies

This category relates to transactions with entities which are controlled or significantly influenced by the
Authority.

During the year transactions with other related bodies were as follows:

Expenditure

Related Bodies £'000
Transactions with related bodies during the year totalled 1,034
Of these, transactions with the following exceeded £10,000:

Argyll, the Isles, Loch Lomond, Stirling and the Trossachs Tourist Board 109
Scotland Excel 66
Convention of Scottish Local Authorities (COSLA) 61
Cowal Council on Alcohol and Drugs 49
Helensburgh Addiction Rehabilitation Team 77
Islay and Jura Community Enterprise 25
Kintyre Alcohol and Drugs Advisory Senvice 32
Argyll and Bute Citizens Advice Bureaux 61
Mid Argyll Community Enterprise 61
Oban Addiction Support and Information Services (OASIS) 44
Oban and Lorn Community Enterprise - Atlantis Leisure 441
Total 1,026

Given the relationships the Council has with other organisations and partners it is possible that some
related party transactions may exist. However, the purpose of the requirement to complete the
disclosure is to provide additional information to the users of the Financial Statements and, by
declaring possible instances, there is no suggestion that any inappropriate transactions have taken
place.
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15.2 Valuation of Property, Plant and Equipment

IAS 16 — Property, Plant and Equipment has been adapted for the public sector by IPSAS 17 —
Property, Plant and Equipment. Under IPSAS 17 each category of Property, Plant and Equipment is
valued as follows:

- Infrastructure, community assets and assets under construction are valued at
historical cost

- Vehicles, plant and equipment are valued at depreciated historical cost as a proxy
for fair value

- All other classes of assets are valued at fair value. Where there is no market based
evidence of fair value because of the specialist nature of the asset and the asset is
rarely sold then an estimate of fair value is made using a depreciated replacement
cost approach.

The Authority carries out a rolling programme that ensures that all Property, Plant and Equipment
required to be measured at fair value is re-valued at least every five years. This includes Other Land
and Buildings and Surplus Assets.

Revaluations of council owned Land and Property were carried out at 31 March 2014 in accordance
with the Council’s rolling programme of revaluations. The revaluations have been carried out by Hugh
Blake, M.R.I.C.S, Estates Manager for Argyll and Bute Council. Valuations of land and buildings were
carried out in accordance with the methodologies and bases for estimation set out in the professional
standards of the Royal Institution of Chartered Surveyors.

The following statement shows the progress of the Council’s rolling programme for the revaluation of
Property, Plant and Equipment:

Corporate

Other Land

Valued at Fair Value as at: & Buildings

£'000
31 March 2014 57,874 2,865
31 March 2013 133,914 364
31 March 2012 16,893 441
31 March 2011 32,481 215
31 March 2010 49,252 696
Total Cost or Valuation 290,414 4,581
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15.3 Depreciation
The following useful lives and depreciation rates have been used in the calculation of depreciation:

- Buildings — straight-line allocation over the useful life of the property as estimated
by the valuer (20 to 50 years)

- Infrastructure — straight-line allocation over 40 years

- Vehicles, Plant and Equipment - straight-line allocation over the useful life of the
asset as determined by a suitably qualified officer (3 to 20 years)

- Vessels — straight line allocation over 25 years
15.4 Summary of Capital Expenditure and Financing

Capital expenditure involves the creation of assets, the benefit of which will be available to future rates
and council taxpayers. It is financed from borrowing, capital receipts and capital grants. The cost of
the asset is effectively borne over a period of years. In 2013-14 total spending on capital projects was
£32.685m.

201314 201213

£'000 £'000
Opening Capital Financing Requirement 258,398 | 256,617
Capital Investment:
Property Plant and Equipment: Other Land and Buildings 7,803 6,989
Vehicles, Plant, Furniture and Equipment 4,165 4,872
Infrastructure Assets 9,882 8,889
Community Assets 203 128
Surplus Assets - (2)
Assets Under construction 10,331 14,262
Heritage Assets 47 -
Intangible Assets 254 2
Total Capital Investment 32,685 35,140
Sources of Finance:
Capital Receipts (454) (394)
Government Grants (10,998)| (11,428)
Capital Financed from Current Revenue (3,910) (1,650)
Repayment of External Loans (17,875) (18,679)
Capital Element of Finance Lease Payments (19) (25)
Capital Element of Schools NPDO Payments (1,547) (1,424)
Capital Receipts transferred to Capital Fund 454 394
Capital Receipts Used from Capital Fund (310) (94)
Other 39 (59)
Total Funding (34,620) (33,359)
Closing Capital Financing Requirement 256,463 | 258,398
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15.5 Commitments under Capital Contracts

At 31 March 2014, the Council had commitments on capital contracts of £12.588m. This expenditure
will be funded from a combination of government grants, borrowing and income from selling assets
and contributions from Revenue Accounts. Similar commitments at 31 March 2013 were £7.162m.
The major commitments are:

£'000
Helensburgh Office Project 6,344
Campbeltown Old Quay 1,700
School Building Improvements (Various Locations) 1,084
Kilmory - Biomass 807
A83 South of Musdale (Contribution to Road Widening) 450
Vehicle Purchases 387
Roads Reconstruction (Various Locations) 291
Kintyre Renewal Hub - New Quay Fenders 207
Soroba Lane Bridge 182

16. HERITAGE ASSETS

Financial Reporting Standard (FRS) 30 — Heritage Assets was adopted in 2011-12 as part of the
2011-12 Code of Practice.

The main heritage assets held by the Council are two art collections and Inveraray Jail and
Courthouse. The Council holds other heritage assets which are not valued and shown on the balance
sheet. Further details on the council’s heritage assets policy can be found in note 1.11 on page 45.

Reconciliation of the carrying value of heritage assets held by the Council:

Art Heritage
Collections Property

Movements in 2013-14

£'000 £'000

Cost or Valuation

Net Book Value at 1 April 2013 1,148 176 1,324
Additions - 47 47
Disposals - - -
Revaluations - - -
Depreciation - - -
At 31 March 2014 1,148 223 1,371
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17. INTANGIBLE ASSETS

Intangible assets relate wholly to software licences purchased during the year and these are shown at
cost. This cost is charged to the relevant service lines within the Comprehensive Income and
Expenditure Account over the economic life of the licences, assessed as five years. The movement in
intangible assets during the year was:

Movements in 2013-14

Purchased
Software
Licences

2013-14
£'000

Cost or Valuation

At 1 April 2013 813
Additions 254
Disposals -
Reclassifications -
At 31 March 2014 1,067
Depreciation and Impairments

At 1 April 2013 (610)
Charge for 2013-14 (106)
Disposals -
At 31 March 2014 (716)
Balance Sheet amount at 1 April 2014 351

Balance Sheet amount at 1 April 2013 203

Comparative Movements in 2012-13

Purchased
Software
Licences

201213
£'000

Cost or Valuation

At 1 April 2012 811

Additions 2

Disposals -
Reclassifications -
At 31 March 2013 813

Depreciation and Impairments

At 1 April 2012 (479)
Charge for 2012-13 (131)
Disposals -

At 31 March 2013 (610)
Balance Sheet amount at 1 April 2013 203

Balance Sheet amount at 1 April 2012 332
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Page 70



Page 246

Notes to the Financial Statements

Argyll

SBute

COUNCIL

18. INVESTMENT PROPERTY

Investment property has been accounted for in accordance with IAS 4 - Investment Property, except
where interpretations or adaptations to fit the public sector are detailed in the Code. The definition of
an investment property in the context of the public sector is one that is used solely to earn rentals or

for capital appreciation or both.

The value of investment property is initially measured at cost and thereafter measured at fair value.
The fair value of investment property reflects market conditions at 31 March 2014. Revaluations of
investment properties were carried out at 31 March 2014 by Hugh Blake, M.R.I.C.S, Estates Manager

for Argyll and Bute Council.
18.1 Movement in Investment Property

The movement in investment property during 2013-14 was:

Movements in 2013-14

Cost or Valuation

At 1 April 2013

Acquisitions

Disposals

Net Gains/Losses from fair value adjustments
Transfers

At 31 March 2014

Investment
Properties

£'000

Comparative Movements in 2012-13

Cost or Valuation

At 1 April 2012

Acquisitions

Disposals

Net Gains/Losses from fair value adjustments
Transfers

At 31 March 2013

Investment
Properties
£'000

18.2 Investment Property Income and Expenditure

The following items of income and expenditure have been accounted for in the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement:

2013-14 201213
£'000 £'000
Rental Income from Investment Property 98 95
Direct operating expenses arising from investment property - -
Net gain/(loss) 98 95
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19. SCHOOLS NON-PROFIT DISTRIBUTING ORGANISATION (NPDO)

During 2007-08 two secondary schools, two joint campuses and one primary campus, developed as
part of the non-profit distributing organisation (NPDO) variant of a public private partnership, became
operational. When the agreement ends in 2035 the provider will hand the five school complexes back
to the Council, it is expected at that point in time each school will have an estimated life of 30 years
remaining.

19.1 Assets Held under Schools NPDO Contract

Five schools were constructed under the Schools NPDO Contract; Hermitage Academy, Dunoon
Grammar, Lochgilphead Joint Campus, Rothesay Joint Campus and Oban Primary Campus. The
construction costs of the buildings, adjusted for revaluations on 31 March 2013 and depreciation to
date are included as part of Other Land and Buildings as follows:

Movements in 2013-14

Cost or Valuation

At 1 April 2013 93,179
Additions -
Revaluations -
At 31 March 2014 93,179
Depreciation and Impairments

At 1 April 2013 (5)
Charge for 2013-14 (1,700)
Revaluations -
At 31 March 2014 (1,705)
Balance Sheet amount at 1 April 2014 91,474
Balance Sheet amount at 1 April 2013 93,174

19.2 Schools NPDO Finance Lease Liability

The finance lease liability arising from the Schools NPDO contract is as follows:

Movements in 2013-14

Balance at 1 April 2013 (81,152)
Repayments 1,547
Schools NPDO Finance Lease Liability at 31 March 2014 (79,605)
Split:

Obligations payable within 1 year (1,734)
Obligations payable after 1 year (77,871)
Schools NPDO Finance Lease Liability at 31 March 2014 (79,605)
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19.3 Payments due to Operator under Schools NPDO Contract

The Council is committed to paying the following sums under the Schools NPDO contract:

Future Repayment Periods Repayment, Lifecycle Payment Service Total
of Liability Costs| of Interestt Charges Payments
£'000 £'000 £'000 £'000 £'000

2014 - 2015 1,734 - 8,068 4,209 14,011

2015 - 2020 10,205 - 37,648 24,457 72,310

2020 - 2025 14,888 945 31,994 28,600 76,427

2025 - 2030 22,156 2,891 23,246 32,793 81,086

2030 - 2035 30,622 3,181 9,891 33,799 77,493

Total 79,605 7,017 110,847 123,858 321,327

20. FINANCE AND OPERATING LEASES

20.1 Finance Leases — Amounts Paid to Lessors

The Authority holds various vehicles under finance leases. The finance lease payment for the year
amounted to £0.018m.

201314 201213

£'000 £'000
Vehicles 18 39
Total 18 39

20.2 Operating Leases — Amounts Paid to Lessors

The Council uses land, buildings, vehicles, plant and equipment financed under the terms of an
operating lease. The amounts paid under these arrangements in 2013-14 were as follows:

2013-14 201213

£'000 £'000
Land and Buildings 278 278
Vehicles 245 559
Plant and Equipment 164 53
Total 687 890
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20.3 Assets Held Under Finance Leases

The following values of assets are held under finance leases by the Council, accounted for as part of
long term assets.

Vehicles,

Plant and

Movements in 2013-14 Equipment
£'000

Value at 1 April 2013 18
Additions -
Depreciation (18)

Value at 31 March 2014 -

There are no outstanding obligations to make payments under these finance leases (excluding finance
costs) as at 31 March 2014.

20.4 Assets Held Under Operating Leases

The Council was committed at 31 March 2014 to making payments of £0.588m under operating leases
comprising the following elements:

Other Land  Vehicles,
and Plant and

Buildings| Equipment

£'000 £000
Leases expiring within 1 year 16 143
Leases expiring between 1 and 5 years 42 201
Leases expiring after 5 years 162 24
Value at 31 March 2014 220 368
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21. LONG TERM DEBTORS

31st March' 31st March

2014 2013

£'000 £'000
House Loans 66 76
Waste PPP Historic Contamination Fund 750 750
Charging Orders - Care Home Fees 934 824
Strategic Housing Fund Loans to Registered Social Landlords 2,161 1,813
Other Long Term Debtors 100 100
Total Long Term Debtors 4,011 3,563

22. DEBTORS

31 March 2014 31 March 2013
£'000 £'000 £'000 £'000
Arrears of Local Taxation Council Tax 12,510 12,091
Less: Provision for Bad
Debts (10,439) (10,007)
2,071 2,084
Community Charge 7,550 7,550
Less: Provision for Bad
Debts (7,550) (7,550)
Housing Benefits Overpayments 929 823
Less: Provision for Bad Debts (703) (589)
226 234
Debtor Accounts 2,844 2,925
Less: Provision for Bad Debts (692) (791)
2,152 2,134
VAT Recowerable from HMRC 3,742 1,610
Strategic Housing Fund Loans due within 1 Year 1,847 -
Other Debtors 5,996 8,409
Total Debtors 16,034 14,471
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23. ASSETS HELD FOR SALE

The movement in assets held for sale during 2013-14 was:

Movements in 2013-14

Balance outstanding at start of year

Assets newly classified as held for sale (Property, Plant and Equipment)
Revaluation losses

Revaluation gains

Impairment losses

Assets declassified as held for sale (Property, Plant and Equipment)
Assets Sold

Balance outstanding at year-end

2013-14

£'000
1,708

553
(480)

(1,604)
(24)

153

201213
£'000

2,153

177

(65)
(557)

1,708

24. CASH AND CASH EQUIVALENTS

The balance of Cash and Cash Equivalents is made up of the following elements:

Cash held by the Authority
Cash in transit

Short term deposits with banks
Bank Current Accounts (Overdraft)

Total Cash and Cash Equivalents

31 March

2014

£'000

62

80
9,350
(3,417)

6,075

31 March

2013
£'000

62

2,813
14,032
(5,039)

11,868

25. CREDITORS

31 March| 31 March
2014 2013
£'000 £'000
Accrued Payrolls and Superannuation 6,122 5,418
Accrued Employer's National Insurance Contributions and PAYE 2,296 2,264
Accrual for Short Term Accumulating Absences 4,818 4,712
Creditors System Liability 7,037 6,121
Accrued Expenditure 4,908 5,899
Other Creditors 7,801 10,881
Total Creditors 32,982 35,295
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26. FINANCIAL INSTRUMENTS DISCLOSURES
26.1 Types of Financial Instruments

Accounting regulations require the “financial instruments” (investment, lending and borrowing of the
Council) shown on the balance sheet to be further analysed into various defined categories. The
investments, lending and borrowing disclosed in the Balance Sheet are made up of the following
categories of “financial instruments”:

31 March 2014 31 March 2013

Long Term Current Long Term Current
£'000 £'000 £'000 £'000

Investments and Lending

Loans and Receivables 4,011 57,109 3,563 61,339
Borrowing
Financial Liabilities at 230,141 46,158 240,225 40,600

amortised cost

26.2 Fair Value of Assets and Liabilities Carried at Amortised Cost

Financial assets (represented by lending and receivables) and financial liabilities (represented by
borrowings) are carried in the Balance Sheet at amortised cost. Their fair value can be assessed by
calculating the present value of the cash flows that will take place over the remaining period of the
instrument, using the following assumptions:

- Estimated interest rates at 31 March 2014 for loans from the PWLB were taken
from the appropriate interest rate notice and for other loans receivable and payable
from market rates obtained by our treasury advisors.

- No early repayment or impairment is recognised.

-  Where an instrument will mature in the next 12 months, the carrying amount is
assumed to approximate to fair value.

- The fair value of trade and other receivables is taken to be the invoiced or billed
amount.

The fair values are calculated as follows:

31 March 2014 31 March 2013
Carrying Carrying
Amount Fair Value Amount Fair Value
£'000 £'000 £'000 £'000

Lending
Loans and Receivables 61,120 61,227 64,902 64,981
Borrowing
Financial Liabilities 276,299 302,512 280,825 319,323

The fair value is greater than the carrying amount because the Council’s lending figure includes a
number of loans where the interest rate receivable is higher than the rates available for similar loans at
the balance sheet date. The commitment to receive interest above the current market rates increases
the amount the Council would receive if it agreed the early repayment of loans.

The fair value is greater than the carrying amount because the Council’s borrowing figure includes a
number of loans where the interest rate payable is higher than the rates available for similar loans at
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the balance sheet date. The commitment to pay interest above the current market rates increases the
amount the Council would have to pay if it agreed to early repayment of the loans.

26.3 Gains and Losses on Financial Instruments

There are no gains and losses recognised in the Comprehensive Income and Expenditure Statement
in relation to financial instruments.

26.4 Nature and Extent of Risks arising from Financial Instruments

The Council’'s management of treasury risks actively works to minimise the Council’s exposure to the
unpredictability of financial markets and to protect the financial resources available to fund services.
The Council has fully adopted CIPFA’'s Code of Treasury Management Practices and has written
principles for overall risk management as well as written policies and procedures covering specific
areas such as credit risk, liquidity risk and market risk.

26.5 Credit Risk

Credit risk arises from the short-term lending of surplus funds to banks, building societies and other
local authorities as well as credit exposures to the Council’s customers. It is the policy of the Council to
place deposits only with a limited number of high quality UK banks whose credit rating is
independently assessed as sufficiently secure by the Council’s treasury advisers and to restrict
lending to a prudent maximum amount for each institution.

The following analysis summarises the Council’s potential maximum exposure to credit risk, based on
past experience and current market conditions. No credit limits were exceeded during the financial
year and the Council expects full repayment on the due date of deposits placed with its counterparties.

Historical

Experience of
Non-payment Estimated
adjusted for Maximum

Market Exposure to
Amount at, Conditions at Default and
31 March 2014 31 March 2014 | Uncollectibility

£'000 % £'000

Deposits with Banks 9,350 - -

The information in respect of the Council’'s debtors can be found in note 21 and 22. The Debtor
Accounts represents the amounts owed by the Council’s customers; Other Debtors include prepaid
expenditure, accrued income and money owed to the Council in respect of projects being carried out
under partnerships where the Council is the lead partner. The bad debt provision shown in note 22
represents the Council’s assessment of the likely recoverability of the debt outstanding.

The credit risk around unprovided for debt is considered to be low. Debtors relate to the normal
business of the council and credit is issued on the council’s standard credit terms. There are no
significant amounts past due but not impaired where recoverability is considered to be an issue.

26.6 Liquidity Risk

The Council’s main source of borrowing is the Treasury’s Public Works Loans Board (PWLB). There is
no significant risk that the Council will be unable to raise finance to meet its commitments under
financial instruments. The Council has safeguards in place to ensure that a significant proportion of its
borrowings does not mature for repayment at any one time in the future to reduce the financial impact
of re-borrowing at a time of unfavourable interest rates. The Council’s policy is to ensure that not more
than 30% of the loans are due to mature within any financial year and 60% within a rolling five-year
period through a combination of prudent planning of new loans taken out and, where it is economic to
do so, making early repayments.
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The maturity analysis of financial liabilities is as follows:

31 March 31 March

2014 2013

Maturity analysis of financial liabilities £'000 £'000
Less than one year 46,158 40,600
Between one and two years 12,337 9,901
Between two and five years 29,183 38,485
More than five years 188,621 191,839
276,299 280,825

All other amounts due to the Council for council tax, non-domestic rates and other income are due to
be paid in less than one year.

26.7 Market Risk

Changes in market interest rates influence the interest payable on borrowings and on interest
receivable on surplus funds invested. For example, a rise in interest rates would mean an increase in
the interest charged on borrowing at variable rates and an increased cost to the taxpayer. An increase
in interest rates would also mean an increase in the income received on lending at variable rates and a
reduction in cost for the taxpayer.

Changes in market rates also affect the notional “fair value” of lending and borrowing. For example, a
rise in interest rates would reduce the “fair value” of both lending and borrowing at fixed rates.
Changes in “fair value” of lending and borrowing do not impact upon the taxpayer and are confined to
prescribed presentational aspects in the Accounts.

The Council has a variety of strategies for managing the uncertainty of future interest rates and the
financial impact on the Council.

It is the policy of the Council to limit its exposure to variable rate borrowing to a maximum of 30% of
what it borrows.

During periods of falling rates and where it is economically advantageous to do so, the Council will
consider the repayment and restructuring of fixed interest rate debt.

The Council takes the daily advice from its specialist treasury advisers and actively monitors changes
in interest rates to inform decisions on the lending of surplus funds, new borrowings and restructuring
of existing borrowings.

Any potential for a financial impact on the Council is also significantly limited by the Scottish
Government’s grant distribution mechanism that automatically adjusts for changes in interest rates in
the government grant support the Council receives for “loan charges”.
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To illustrate the impact of changes in interest rates upon the Council, the following table shows the
financial effect if rates had been 1% higher at 31 March 2014, with all other variables held constant:

Impact on tax-payer

Increase on interest payable on variable rate borrowings 13
Increase in interest receivable on variable rate lending -

Increases in government grant receivable for “loan charges” -
Net effect on Statement of Comprehensive Income & Expenditure 13

Other accounting presentational changes
A decrease in the “fair value” of fixed rate borrowing (disclosure
confined to the notes to the financial statements)

The impact of a 1% fall in the interest rates would be as above but with the changes being reversed.
26.8 Price Risk

The Council has no investment classified as “available-for-sale”.

26.9 Foreign Exchange Risk

The Council does not lend or borrow in foreign currencies and has no exposure to gains or losses
arising from movements in exchange rates.

26.10 Short-Term Deposits

The short-term deposits arise as a result of the timing of expenditure and associated income and
movements in fund and revenue balances. The Council adopts a proactive but prudent approach to its
Treasury Management operations, which are governed by the fully revised edition of CIPFA’s Code of
Practice on Treasury Management.

31 March 31 March
2014 2013

£'000 £000

Banks 9,350 14,032

26.11 Short-Term Borrowing

The Common Good and the various Trust Funds administered by the Council had monies temporarily
invested with the Council’s loans fund during the year. The amounts at 31 March 2014 are shown in
the table below. Further details of the nature and amounts of the funds of the Common Good and
Trust Funds are shown in notes 34 and 35 on pages 93 to 94.

31 March
2014

£'000
Common Good 100 100
Trust Funds 1,264 1,246
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27. OTHER LIABILITIES

Other liabilities consist of liabilities which by arrangement are payable at some point in the future or
paid off by an annual sum over a period of time. Other liabilities total £80.355m as at 31 March 2014

and comprise the following:

Movements in 2013-14

Opening
Balance
31 March
2013
£'000

Movement

in Year
£'000

Finance Lease Liability (See note 20.3) (18) 18 -
Schools NPDO Finance Lease Liability (See note 19.2) (81,152) 1,547 (79,605)
Land Contamination (750) - (750)
Total Other Liabilities (81,920) 1,565 | (80,355)
Split:

Short Term Liabilities (due within 1 year) (1,734)
Long Term Liabilities (due after 1 year) (78,621)
Total Other Liabilities (80,355)

Closing
Balance

31 March

2014
£'000

28. PROVISIONS

Opening Closing
Balance Unused| Balance at
31 March Additional Amounts Amounts
2013| Provision Used| Reversed
£'000 £'000 £'000 £'000
SRC Insurance Claims (181) 12 148 (21)
Equal Pay Claims (32) (400) 32 (400)
Income due to Registered Social Landlords (60) (20) (80)
Reorganisation Redundancy Costs (909) (49) 620 (338)
Utlities Provision (1,013) 287 (726)
Other Provisions (289) (880) 130 80 (959)
Total Provisions (2,484) (1,349) 762 547 (2,524)
Split:
Short Term Provisions (due within 1 year) (2,423)
Long Term Provisions (due after 1 year) (101)
Total Other Liabilities (2,524)

Liabilities have continued to arise in respect of the former Strathclyde Regional Council’s operations.
Cost sharing arrangements are in place with the other eleven authorities that make up the former
Strathclyde Region. Argyll and Bute Council’s share of liabilities, which materialise in the future, will
be approximately 4.75%. At present, potential liabilities in respect of insurance claims and various
legal actions could cost the Council £0.021m.
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A provision was created at the end of 2005-06 in relation to the 9% of female employees in catering,
cleaning and home care services who had not accepted the Council’s equal pay settlement. The
Council is nearing agreement on the final settlement for Equal Pay claims. There are further
outstanding claims where the settlement amount cannot be estimated reliably enough to provide for
the costs.

The Council reduced the discount on council tax from second homes to 10% during 2005-06. The
additional council tax income invoiced during 2013-14 amounted to £1.944m; this amount is to be paid
to registered social landlords to invest in social housing. A provision for cash not yet collected, due to
be paid to registered social landlords, has been created amounting to £0.080m.

As with previous years, liabilities have arisen in respect of employees who will be made redundant as
a result of restructuring. The Council has had significant budget savings to make and there will be an
ongoing requirement to make savings in future years. The Council invited all employees to express an
interest in voluntary redundancy. As a result of service review and other savings agreed as part of the
budget process for 2011-12 to 2013-14 a number of employees have subsequently either taken or
have been offered a redundancy package. The additional costs for employees terminated on or
before 31 March 2014 were incurred in-year. For the employees who have confirmed acceptance of
redundancy but have left or are leaving after 31 March 2014, a provision of £0.049m has been created
during 2013-14. For further information refer to note 33 - Termination Benefits.

The utilities provision was created during 2011-12 to cover a potential liability in relation to
discrepancies in charges for utility costs, £0.287m has been utilised this during 2013-14 resulting in a
total provision of £0.726m.

The “other” provisions include funds to cover legal expenses in respect of recent court cases which
the council will have to incur and also an amount in relation to the schools NPDO service charges
which have been withheld from the operator. These amounts will require to be settled during 2014-15.

29. DEFINED BENEFIT PENSION SCHEMES
Participation in Pension Schemes

As part of the terms and conditions of employment of its officers, the Authority makes contributions
towards the cost of post-employment benefits. Although these benefits will not actually be payable
until employees retire, the Authority 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 two different pension schemes which meet the needs of employees in
particular services. Both schemes provide members with defined benefits related to pay and service.
The schemes are as follows:

Teachers

This is an unfunded scheme administered by the Scottish Government. This means that liabilities for
the benefits provided cannot be identified by the Council. The scheme is therefore accounted for as if
it were a defined contributions scheme where no liability for future payments of benefits is recognised
in the balance sheet and revenue accounts are charged with the employer’s contributions payable to
the Scottish Government in the year.
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Local Government Pension Scheme

This is administered by Strathclyde Pension Fund — this is a funded defined benefit final salary
scheme, meaning that the Council and employees pay contributions into a fund, calculated at a level
intended to balance the pension’s liabilities with investment assets. The contributions are based on
rates determined by the Fund’s professionally qualified actuary and based on triennial valuations of
the Fund.

The principal risks to the authority of the scheme are the longevity assumptions, statutory 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 to the
General Fund the amounts due by statute as described in the accounting policies note.

29.1 Accrued Pensions Contribution

Due to the timing of salary processing, not all employee and employer contributions have been paid to
the Pensions Schemes by the 31 March 2014. These payments have been accrued and are included
within the creditors figure on the balance sheet. These have been paid during April 2014. The
amounts are as follows:

- Local Government Pension Scheme — £1.197m

- Teachers’ scheme — £0.715m

29.2 Transactions in Respect of the Local Government Pensions Scheme

The latest formal valuation of the Strathclyde Pension Fund for funding purposes was at 31 March
2011. The independent actuaries appointed by the Council are Hymans Robertson and they have
assumed that employees have continued to earn new benefits on the same basis as the latest formal
valuation and that the employer's pensionable payroll over the year to 31 March 2014 remains
substantially stable with new entrants replacing any leavers.

We recognise the cost of retirement benefits in the Net Cost of Services when they are earned by
employees, rather than when the benefits are eventually paid as pensions. However, the charge we
are required to make against council tax is based on the cash payable in the year, so the real cost of
retirement benefits is reversed out of the General Fund via the Movement in Reserves Statement.
The following transactions have been made in the Comprehensive Income and Expenditure Statement
and the General Fund via the Movement in Reserves Statement during the year:
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2012-13

£000

Comprehensive Income and Expenditure Statement:
Cost of Services:
Service cost comprising:
Current Senice Cost 13,946 10,659
Past Senice Cost (Including Curtailments) 444 1,370
Net Cost of Services 14,390 12,029
Net Interest Expense 4,537 3,395
Total Po§t_Emponme|_1t Benefit Charged to the Surplus or Deficit on 18,927 15,424
the Provision of Services
Other Post Employment Benefit Charged to the Comprehensive
Income and Expenditure Statement
Return on Assets (excluding amounts included in net interest) (9,712) (37,691)
Other Experience 203 155
Change in Financial Assumptions 21,507 55,703
Total Post Employment Benefits Charged to the Comprehensive
. 30,925 33,591
Income and Expenditure Statement
Statement of Movement in Reserves:
Reversal of net charges made to the Surplus or Deficit for the Provision of (6,475) (2,605)
Services for post employment benefits in accordance with the Code ’ ’
Actual Amount charged against the General Fund Balance for
pensions in the year:
Employer's Contributions Payable to the Scheme 12,452 12,819
29.3 Assets and Liabilities in Relation to Post-Employment Benefits
Reconciliation of present value of the scheme liabilities (defined benefit obligation):
2013-14 201213
£'000 £'000
Defined Benefit Obligation at 1 April 534,974 459,779
Current Senvice Cost 13,946 10,659
Past Senvice Costs including Curtailments 444 1,370
Interest Cost 24,090 22,006
Contributions by Scheme Participants 3,347 3,265
Re-measurement Gains and (Losses) 21,710 55,858
Estimated Benefits Paid (16,989) (17,963)
Defined Benefit Obligation at 31 March 581,522 | 534,974
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Reconciliation of fair value of the scheme (plan) assets:

£'000 £000

Fair Value of Employer Assets at 1 April 435,110 380,687
Re-measurement Gains and (Losses):

Expected Rate of Return on Pension Fund Assets 9,712 37,691

Actuarial Gains and Losses - -
Interest Income on Plan Assets 19,553 18,611
Employers Contributions 12,452 12,819
Contributions by Scheme Participants 3,347 3,265
Estimated Benefits Paid (16,989) (17,963)
Fair Value of Employer Assets at 31 March 463,185 | 435,110

The expected return on scheme assets is determined by considering the expected returns available on
the assets underlying the current investment policy. Expected yields on fixed interest investments are

based on gross redemption yields as at the balance sheet date. Expected returns on equity
investments reflect long-term real rates of return experienced in the respective markets.

29.4 Pensions Assets and Liabilities Recognised in the Balance Sheet

2013-14 201213
Local Government Pension Scheme £'000 £'000
Present Value of Funded Liabilities (553,500)| (507,422)
Present Value of Unfunded Liabilities (28,022) (27,552)
Fair Value of Employer Assets 463,185 435,110
(Deficit) in the Scheme (118,337)| (99,864)

The liabilities show the underlying commitments that the authority has in the long run to pay post-

employment (retirement) benefits.
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29.5 Analysis of Pension Fund’s Assets
Argyll and Bute Council’s share of the Pension Fund’s assets at 31 March 2014 comprised:
201314 201213

£'000 £'000

Cash and Cash Equivalents 22,152 15,778

Equity Instruments (by industry type)

Consumer 42,668 37,999
Manufacturing 37,483 34,906
Energy and Utilities 16,964 17,755
Financial Institutions 30,991 29,804
Health and Care 15,885 15,804
Information Technology 25,240 21,799
Sub-total Equity Instruments 169,231 158,067

Bonds (by sector)

Corporate 3 2

Government - -
Sub-total Bonds 3 2
Real Estate

UK Property 32,448 27,911

Overseas Property - -
Sub-total Real Estate 32,448 27,911
Private Equity (All) 43,684 42,010

UK

Investment Funds and Unit Trusts

Equities 140,979 132,542
Bonds 53,750 58,611
Commaodities 184 264
Infrastructure 656 -
Other 1 1
Sub-total Investment Funds and Unit Trusts 195,570 191,418
Derivatives
Forward Foreign Exchange Contracts - -
Other 98 (76)
Sub-total Derivatives 98 (76)
Total Assets 463,186 435,110
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Fair Value of Pension Fund Assets

Equity Securities
Quoted in an Active Market
Not Quoted in an Active Market
Sub-total Equity Securities

201314
£'000

168,875
356

169,231

201213
£'000

157,893
174
158,067

29.6 Basis for Estimating Assets and Liabilities

The Council's share of the liabilities of Strathclyde Pension Fund 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 the assumptions about mortality rates, salary levels, etc.

The principal assumptions used by the actuary have been:

2013-14 2012-13

Long-term Expected Rate of Return on Assets in the Fund % %
Equity Investments 4.3% 4.5%
Bonds 4.3% 4.5%
Property 4.3% 4.5%
Cash 4.3% 4.5%
201314 201213

Mortality assumptions Years Years
Longevity at 65 for current pensioners: Men 21.0 21.0
Women 23.4 23.4

Longevity at 65 for future pensioners: Men 23.3 23.3
Women 25.3 25.3

201314 201213

Financial Assumptions % %
Rate of Inflation (CPI) 2.8% 2.8%
Rate of Increase in Salaries 5.1% 5.1%
Rate of Increase in Pensions (CPI) 2.8% 2.8%
Rate for discounting scheme liabilities 4.3% 4.5%

An allowance is included for future retirements to elect to take 50% of the maximum additional tax-free
cash up to HMRC limits for pre-April 2009 service and 75% of the maximum tax-free cash for post-

April 2009 service.
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29.7 Asset and Liability Matching (ALM) Strategy

The main fund (Fund 1) of Strathclyde Pension fund does not have an asset and liability matching
strategy (ALM) as this is used mainly by mature funds. The Fund does match, to the extent possible,
the types of assets invested to the liabilities in the defined benefit obligation. As is required by the
pensions and investment regulations, the suitability of various types of investment has been
considered, as has the need to diversify investments to reduce the risk of being invested into too
narrow a range.

29.8 Impact on the Authority’s Cash Flow

The objectives of the Fund are to keep employers’ contributions at as constant a rate as possible.
The Fund has agreed a strategy to achieve a funding rate of 100% in the longer term. The Scheme is
a multi-employer defined benefit plan and employers’ contributions have been determined so that
employee and employer rates are standard across all participating Local Authorities. Employer’s
contributions have been set at 19.3% for 2014-2015. The next three years will be set following
completion of the triennial valuation as at 31 March 2014.

The Fund will need to take account of impending national changes to the Local Government Pension
Scheme in Scotland such as the move from 1 April 2015 to a new career average revalued earnings
(CARE) scheme for future accruals.

The total contributions expected to be made to the Local Government Pension Scheme by the Council
in the year to 31 March 2015 is £10.703m.

The assumed weighted average duration of the defined benefit obligation is 17.8 years (this is different
from the mortality assumptions quoted in the table above in “Basis for Estimating Assets and
Liabilities™).

29.9 Change in Accounting Policy IAS19

Argyll and Bute Council implemented a change of accounting policy with effect from 2013-14 financial
year relating to the June 2011 amendments to the accounting standard IAS19 Employee Benefits.
The key change relates to the expected return on assets. In order to permit a meaningful comparison
between financial years, some figures in the previous year’s audited financial statements have been
amended.

There has been a redistribution of costs within the Comprehensive Income and Expenditure
Statement. The pensions interest cost within the Surplus or Deficit on the Provision of Services has
increased with a corresponding reduction in actuarial (gains) or losses on pension assets and liabilities
in Other Comprehensive Income and Expenditure. Essentially, the expected return on scheme assets
that was credited to the Surplus or Deficit on the Provision of Services has been effectively replaced
with an equivalent figure using the discount rate.

The effects of the restatement on the financial statements are as follows (only those lines that have
changed are shown):

www.argyll-bute.gov.uk Page 88




Page 264

Notes to the Financial Statements

Argy

SBute

COUNCIL

Effect on Comprehensive Income and Expenditure Statement

As Previously

Stated| As Restated Movement
2012-13 2012-13 2012-13
£'000 £'000 £'000
Financing and investment income and expenditure
Pension interest cost and expected return on pension assets
. 18 3,395 3,413
(Restated as "Net Pension Interest Expense") (18)
(Surplus) or deficit on the provision of senvices (23,208) (19,795) 3,413
Actuarial (gains) or losses on pension fund assets and
liabilities (Restated as "Other Post Employment Benefits - 21,580 18,167 (3,413)
Pensions")
Other comprehensive income and expenditure 19,553 16,140 (3,413)

Movement in Reserves Statement — Usable Reserves 2012-13

General Fund Balance
(Surplus) or deficit on the provision of services

Adjustments between accounting basis and funding basis
under regulations

As Previously

Stated

201213
£'000

(23,208)

808

As Restated
201213
£'000
(19,795)

(2,605)

Movement

201213

£'000
3,413

(3,413)

Movement in Reserves Statement — Unusable Reserves 2012-13

Unusable Reserves
Other comprehensive expenditure and income

Adjustments between accounting basis and funding basis
under regulations

As Previously

Stated

2012-13
£'000

16,140

(808)

As Restated
2012-13
£'000

19,553

2,605

Movement

2012-13

£'000
3,413

3,413

29.10 Teachers Pensions — Administered By Scottish Public Pensions Agency

Teachers employed by the Authority are members of the Teachers’ Pension Scheme administered by
the Scottish Government. The Scheme provides teachers with specified benefits upon their
retirement, and the Authority contributes towards the costs by making contributions based on a
percentage of members’ pensionable salaries.

The scheme is a multi-employer defined benefit scheme. The scheme is unfunded and the Scottish
Government uses a notional fund as the basis for calculating the employers’ contribution rate paid by
local authorities. Valuations of the notional fund are undertaken every four years.
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The Authority is not able to identify its share of the underlying financial position and performance of
the scheme with sufficient reliability for accounting purposes. For the purposes of these Financial
Statements, it is therefore accounted for on the same basis as a defined contribution scheme. As a
proportion of the total contributions into the Teachers’ Pension Scheme during the year ended 31
March 2014, the Authority’s own contributions equate to 1.46%.

201314 201213

£'000 £000
Amount Paid Over (£'000) 5,036 5,026
Rate of Contribution (%) 14.90% 14.90%
Amount of Added Years Awarded by the Council (£'000) 534 527

The contributions due to be paid to the Teacher's Scheme by Argyll and Bute Council in the next
financial year are estimated to be £4.929m.

30. UNUSABLE RESERVES

Movements in the Authority’s unusable reserves are detailed in the Statement of Movement in
Reserves on pages 31 to 32.

30.1 Revaluation Reserve

The Revaluation Reserve contains the gains made by the Authority arising from increases in the value
of its Property, Plant and Equipment. The balance is reduced when assets with accumulated gains
are:

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

The reserve contains only revaluation gains accumulated since 1 April 2007, the date that the Reserve
was created. Accumulated gains arising before that date are consolidated into the balance on the
Capital Adjustment Account.

30.2 Capital Adjustment Account

The Capital Adjustment Account absorbs the timing differences arising from the different
arrangements for accounting on 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 which
are charged to the Comprehensive Income and Expenditure Statement (with reconciling postings from
the Revaluation Reserve to convert fair value figures to a historical cost basis). The Account is
credited with the amounts set aside by the Authority as finance for the costs of acquisition,
construction and enhancement.

The Account contains accumulated gains and losses on Investment Properties.

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.
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30.3 Financial Instruments Adjustment Account

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

30.4 Pensions Reserve

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

30.5 Accumulated Absences Account

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

31. USABLE RESERVES

Movements in the Authority’s usable reserves are detailed in the Statement of Movement in Reserves
on pages 31 to 32.

31.1 Capital Funds

The Authority holds two funds which make up the Capital Funds total in the Statement of Movement in
Reserves, these are:

Usable Capital Receipts Reserve

During the 2006-07 financial year and prior to the transfer of the Council’s housing stock during
November 2006, the receipts from the sale of council houses were transferred to the Usable Capital
Receipts Reserve. The amounts held in this reserve can only be used for social housing capital
expenditure.

Capital Fund

During the 2007-08 financial year the Council established a Capital Fund under Section 22 of
Schedule 3 of the Local Government (Scotland) Act 1975. All receipts from capital disposals are to be
paid into this fund with effect from 14 February 2008.

www.argyll-bute.gov.uk Page 91




Page 267

Argyll

SBute

Notes to the Financial Statements ety

31.1 Capital Funds Cont’d

The movement in the Usable Capital Receipts Reserve and Capital Fund are as follows:

Movements in 2013-14

Usable
Capital
Receipts
Reserve

£000

Capital
Fund
£000

Total
Capital

Funds
£'000

Balance at 1 April 2013 2,744 572 3,316
Proceeds of Disposals 3 451 454
Transfer to Capital Adjustment Account - (322) (322)
Contribution to Loans Fund Charges - - -
Interest Earned 10 2 12
Balance at 31 March 2014 2,757 703 3,460

The movement in the Repairs and Renewals Funds are as follows:

Balance at Contribution Balance at
31 March from Interest' Contribution
Movements in 2013-14 2013 Revenue Earned to Revenue
£'000 £'000 £'000 £'000
Education 781 396 2 (224) 955
Vehicles 69 - 1 - 70
Total 850 396 3 (224) 1,025

32. CONTINGENT LIABILITIES

During the 2006-07 financial year the Council transferred its housing stock to Argyll Community
Housing Association (ACHA). Some council houses involved in the transfer had been built on land not
owned by the Council. The transfer agreement requires the Council to purchase this land and transfer
it to ACHA at nil cost. Some of the outstanding land title issues were resolved during 2013-14
however there are still some landowners where a price has yet to be negotiated and therefore a
reliable estimate cannot be made of the obligation at this stage.

The Council settled a number of equal pay claims during 2013-14, however there are a small number
remaining where the outcome of the applications are unknown and there is insufficient information to
allow the potential cost of these claims to be provided for. There is also the potential for other equal
pay claims whose costs may be met by the Council.

Proper accounting practice requires, where appropriate, the costs of restoration and aftercare to be
recognised in the valuation of the asset and as a provision as necessary. The Council does not
currently consider these costs to be material. We will review the latest guidance on asset
decommissioning, issued by LASAAC, during 2014-15 and determine the appropriate accounting
treatment for the restoration and aftercare costs for the landfill sites within the council’s area.

In a recent legal case, the European Court of Justice ruled that if a worker’'s remuneration includes
contractual commission; their holiday pay must also take account of that commission. All pay
elements such as overtime, standby/emergency call outs and commission should be included in the
calculation of holiday pay. At this stage the extent of the Council’s potential liability is unknown.
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33. TERMINATION BENEFITS

A number of savings options as a result of service reviews and other savings have been agreed at
Council budget meetings to balance the Council budget. A number of these savings options were
reliant on a reduction in the Councils staffing levels. The Council had forewarning of the level of
savings required to balance the budget and had previously asked all Council employees to express an
interest in voluntary redundancy. As a result of the budget savings options approved by the Council a
number of employees have had their redundancy application accepted.

Redundancy costs as part of the programme of service reviews have been incurred by the Council
since the 2010-11 financial year in relation to the budget savings agreed. In each year provision was
made within the financial year for the costs of all employees who had accepted redundancy as at 31
March ending that year, including accounting for costs for employee who confirmed redundancy by 31
March but left or were leaving after this date. The total cost accounted for in 2012-13 was £1.259m
for 145 employees and in 2013-14 was £0.945m for 35 employees. These costs are detailed further in
the Remuneration Report on pages 29 to 30.

Therefore termination costs for all Council employees who have accepted redundancy by 31 March
2014 have been accounted for in 2013-14, or in previous financial years. There is only one group of
employees where there is insufficient information to allow for redundancy costs to be estimated
reliably, therefore no actual financial provision can be made for these costs. An amount of £0.338m
has been earmarked within the General Fund balance to accommodate these costs as and when the
outstanding issues have been resolved.

The reduction in the staffing establishment includes posts from all services across the Council and
reductions were in line with the service review and other savings agreed by the Council. There are
likely to be further redundancy costs incurred as the Council is required to make further savings to
balance the budget in future years.

34. TRUST FUNDS AND OTHER THIRD PARTY FUNDS

The Council acts as sole or custodian trustee for 75 trust funds. The funds do not represent assets of
the Council, and as such have not been included in the Balance Sheet.

Funds for which Argyll and Bute Council act as sole trustee:

Income Expenditure Net Assets Reserves

£'000 £'000 £'000 £'000
Argyll Education Trust 14 3 424 424
GM Duncan Trust 1 87 87
MacDougall Trust 2 - 609 609
Various Other Trust Funds 5 1 542 542
Total Trust Funds 22 5 1,662 1,662

Argyll Education Trust: this is made up of a number of small trusts to award prizes, bursaries, etc. to
pupils and ex-pupils of schools within the former Argyll County Council area. GM Duncan Trust: for
the provision of fuel, clothing and foodstuffs for the needy of Campbeltown. MacDougall Trust: for the
provision of sheltered housing on the Ross of Mull.

Further information on the Trust Funds, administered by Argyll and Bute Council, can be obtained
from Strategic Finance within the Chief Executive’s Unit.

A number of the trust funds administered by Argyll and Bute Council are charitable trusts and as such
are required to comply with current Office of the Scottish Charities Regulator (OSCR) financial
reporting requirements. Arrangements have been put in place to ensure that all charities administered
by Argyll and Bute Council comply and will continue to comply with these requirements.

www.argyll-bute.gov.uk Page 93




Page 269

Argyll

SBute

Notes to the Financial Statements ety

35. COMMON GOOD FUNDS

The Council administers the Common Good Accounts for the former Burghs of Oban, Campbeltown,
Rothesay, Dunoon, Lochgilphead, Inveraray, Cove and Kilcreggan. The figures below summarise the
aggregate income and expenditure for the year as well as providing a snapshot picture of the assets
and liabilities at 31 March 2014. The Common Good Funds are for the benefit of the geographical
areas of the former burghs. Further information on the Common Good Funds can be obtained from
Strategic Finance within the Chief Executive’s Unit.

35.1 Common Good Income and Expenditure Account for the year ended 31 March

2014
201213 201314
Actual Actual
£'000 £'000
195 Expenditure 175
Income
108 (Surplus)/Deficit for the Year 88

35.2 Common Good Balance Sheet at 31 March 2014

942 Tangible Fixed Assets 4,284
1,983 Investments 2,036
137 Current Assets 188
(2) Current Liabilites (2)
3,060 Total Assets less Liabilities 6,506
481 Revaluation Reserve 3,961
2,579 Common Good Fund 2,545
3,060 Total Net Worth 6,506
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36. CASH FLOW STATEMENT - OPERATING ACTIVITIES

The Net Cash Flows for Operating Activities can be reconciled to the Net (Surplus)/Deficit on the

Provision of Services as follows:

2013-14
£'000

Net (Surplus)/Deficit on Provision of Services (1,694) (19,795)
Adjustments to Net (Surplus)/Deficit on the Provision of Service for Non
Cash Movements:
Statutory Adjustments through Statement of Movement in Reserves 3,604 7,898
Transfer to/from Other Statutory Reserves 187 331
Increase/(Decrease) in Inventories (241) 276
Increase/(Decrease) in Debtors 1,739 (904)
(Increase)/Decrease in Creditors and Provisions 4,402 (3,162)
Other Revenue Adjustments (22,346) (20,990)

(12,655) (16,551)
Adjustments for items included in the Net (Surplus)/Deficit on the
Provision of Services that are Investing and Financing Activities:
Non Cash Capital 10,580 10,604
Capital Element of Finance Lease Payments (1,566) (1,449)

9,014 9,155

Net Cash Flows from Operating Activities (5,335) (27,191)
The cash flows for Operating Activities include the following items:
Interest Paid on Borrowings 8,564 9,855
Interest Paid on Finance Leases 8,174 8,286
Interest Received on Bank Deposits (410) (746)
Net Cash Outflow from Servicing of Finance 16,328 17,395

37. CASH FLOW STATEMENT - INVESTING ACTIVITIES

The cash flows for Investing Activities include the following items:

2013-14

Purchase of Property, Plant and Equipment, Investment Property and
Intangible and Heritage Assets

Investments made during year

Proceeds from the Sale of Property, Plant and Equipment and Investment
Property

Other Receipts from Investing Activities
Net Cash Outflow from Investing Activities

£'000

21,463

(454)

(10,876)
10,133

26,465

15,000
(394)

(11,598)
29,473
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38. CASH FLOW STATEMENT - FINANCING ACTIVITIES

The cash flows for Financing Activities include the following items:

2013-14

Cash Receipts of Short and Long Term Borrowing

Other Receipts from Financing Activities

Cash Payments for the Reduction of the Outstanding Liabilities relating to
Finance Leases and on Balance Sheet PFI Contracts

Repayments of Short and Long Term Borrowing

Other Payments from Financing Activities

Net Cash Outflow from Financing Activities

£'000

(706)
(6)

1,566
141

995

(296)
97

1,449
87

1,337
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The Council Tax Income Account shows the gross income raised from council tax levied and
deductions made under the Local Government Finance Act 1992. The resultant net income is
transferred to the Comprehensive Income and Expenditure Statement of the Authority.

2012-13 201314
Actual Actual
£'000 £'000
54,038 Gross Couln.c:ll Tax Levied and Contributions in Lieu excluding RSL Second 54,035
Home Additional Income
Add Back:
1,654 RSL Second Home Discount Additional Income 1,924
Less:
(7,793) Other Discounts and Reductions (13,560)
(994) Provision for Bad and Doubtful Debts (997)
46,905 Total 41,402
471 Adjustment to Previous Years' Community Charge and Council Tax 664
47,376 Transfers to General Fund 42,066
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1. CALCULATION OF THE COUNCIL TAX

Dwellings are valued by the Assessor and placed within a valuation band ranging from the lowest “A”
to the highest “H”. The Council Tax charge is calculated using the Council Tax Base, Band D
equivalent as below. This value is then decreased or increased dependent upon the band of the

dwelling. The charge for each band for 2013-14 was as follows:

vy
1Y
=}
o

Valuation Band
Up to £27,000
£27,001 - £35,000
£35,001 - £45,000
£45,001 - £58,000
£58,001 - £80,000
£80,001 - £106,000
£106,001 - £212,000
Over £212,000

I O Mmoo w>»

% Band D

67%
78%
89%
100%
122%
144%
167%
200%

£ per year

785.33

916.22
1,047.11
1,178.00
1,439.78
1,701.56
1,963.33
2,356.00

2. CALCULATION OF THE COUNCIL TAX BASE 2013-

Council Tax Base

14

Total Number of Properties 7,687| 9,808| 9,340( 5,978

Exemptions /

Less " Deductions

1,015 824| 1,057| 529

Adjustment for Single
Chargepayers

Effective Number of Properties 5,794| 7,969| 7,534| 5,005

878| 1,015 749| 444

Band D Equivalent Factor (ratio) 6/9 7/9| 8/9] 9/9

Band D Equivalent Number of

. 3,863| 6,198/ 6,697 5,005
Properties

Nominal Tax Yield

Less Provision for Non-Collection 3.25%

Council Tax Base 2013-14 - Number of Band D equivalents

7,286

594

420

6,272

11/9

7,666

4,041

253

192

3,596

13/9

5,194

Add Contribution in lieu in respect of Class 18 dwellings (Band D Equivalent)

2,726

188

103

2,435

15/9

4,058

239

50

183

18/9

366

47,105

4,510

3,807

38,788

39,047

494

39,541

1,298

38,243
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The Non-Domestic Rate Account 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 the Local Government (Scotland) Act 1975 as
amended by the Local Government Finance Act 1992 on non-domestic property. The net income is
paid to the Scottish Government as a contribution to the national non-domestic rate pool.

2012-13 2013-14

Actual Actual

£'000 £'000

36,757 Gross rates levied and Contributions in Lieu 38,669
Less:

(9,427) Reliefs and other deductions (10,100)

- Payment of Interest -

(75) Provision for Bad and Doubtful Debts (185)
27,255 Net Non-Domestic Rate Income 28,384
(776)]  Contribution (to)/from national non-domestic rate pool 108
26,479 Transfers to General Fund 28,492
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1. ANALYSIS OF RATEABLE VALUES

2013-14 2012-13

£ £
Industrial and freight transport subjects 6,546,665 6,286,330
Miscellaneous including Telecomms, Rail, Gas and Electricity Companies 55,602,432 51,996,975
Commercial subjects:

Shops 13,468,040 12,958,360
Offices 4,925,695 5,033,860
Hotels, Boarding Houses etc. 6,658,775 6,628,775
Others 1,977,520 2,095,090
Total Rateable Value 89,179,127 | 84,999,390

2. NON-DOMESTIC RATE CHARGE

2013-14 201213

Pence Pence

Rate Per Pound 46.2p 45.0p
Supplementary Rate Per Pound for Properties over £35,000 0.9p 0.8p

3. CALCULATION OF RATE CHARGE FOR EACH PROPERTY

The rates charge for each subject is determined by the rateable value placed upon it by the Assessor
multiplied by the Rate per £ announced each year by the Government.
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Adjusted
Opening
Balance
31 March 1 April
2013 2013 31 March 2014
£'000 £'000 £'000 £000
Long Term Assets
Property Plant & Equipment
293,846 293,846 | - Other Land and Buildings 290,414
8,822 8,822 | - Vehicles, Plant, Furniture and Equipment 10,674
163,822 163,822 | - Infrastructure Assets 169,555
2,408 2,408 | - Community Assets 5,954
3,510 3,510 | - Surplus Assets 4,581
17,400 17,400 | - Assets Under Construction 25,591
489,808 - 489,808 | Property Plant & Equipment 506,769
1,324 1,324 | Heritage Assets 1,371
203 203 | Intangible Assets 351
6,397 6,397 | Investment Property 6,281
3,563 3,563 | Long-Term Debtors 4,011
1,983 1,983 | Long-Term Investments 2,036
2,646 2,646 | Investment in Associates 2,626
505,924 - 505,924 | Total Long Term Assets 523,445
Current Assets
631 631 | Inventories 390
14,477 14,477 | Short Term Debtors (Net of Impairment) 16,073
1,708 1,708 | Assets Held for Sale 153
35,000 35,000 | Short Term Investments 35,000
11,899 11,899 | Cash and Cash Equivalents 6,121
63,715 - 63,715 | Total Current Assets 57,737
Current Liabilities
(3,639) (3,639)| Short-term Borrowing (11,442)
(35,297) (35,297)| Short-term Creditors (32,882)
(116) (116)| Capital Grant Receipts in Advance (165)
(2,183) (2,183)| Provisions (2,423)
(1,566) (1,566)| Other Short Term Liabilities (1,734)
(42,801) - (42,801)| Total Current Liabilities (48,646)
Long-term Liabilities
(159,871) (159,871)| Borrowing Repayable within a Period in (151,520)
Excess of 12 Months
(80,354) (80,354)| Other Long-term liabilities (78,621)
(301) (301)| Provisions (101)
(99,864) (99,864)| Other Long-term liabilities (Pensions) (118,337)
(264,321)| 263,112 (1,209)| Liabilities in Associates (1,570)
(604,711)| 263,112 | (341,599) Total Long-term Liabilities (350,149)
(77,873)| 263,112 | 185,239 | Total Assets less Liabilities 182,387
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Adjusted
Opening
Balance

31 March
2013

£'000

Note 1

1 April
2013

£'000

31 March 2014

£'000

£'000

Unusable Reserves
55,339 55,339 | - Revaluation Reserve 56,113
185,215 185,215 | - Capital Adjustment Account 198,230
(5,262) (5,262)| - Financial Instruments Adjustment Account (4,889)
(99,864) (99,864)| - Pensions Reserve (118,337)
(4,712) (4,712)| - Accumulated Absences Account (4,818)
130,716 130,716 126,299
Usable Reserves
3,316 3,316 | - Capital Funds 3,460
850 850 | - Repairs and Renewals Funds 1,025
46,138 46,138 | - General Fund Balance 44,041
50,304 50,304 48,526
(261,675)| 263,112 1,437 | Group Reserves 1,056
2,782 2,782 | Common Good Reserves 6,506
(77,873)| 263,112 | 185,239 | Total Reserves 182,387

The Balance sheet is a snapshot of the value at the 31 March 2014 of the assets and liabilities
recognised by the Council and its share of the net assets or liabilities of its associates and Common
Good funds. The net assets of the Council (assets less liabilities) are matched by the reserves held
by the Council. The net investment or liability in its associates is matched by its share of the reserves

of the associates (i.e. its group reserves).

Bruce West
Head of Strategic Finance
26 September 2014

Note 1:

On the 1 April 2013 police and fire services transferred to the Scottish Government. The joint board
arrangements have ceased and are no longer part of the authority’s group arrangements.
Consequently, the opening balance sheet has been adjusted to reflect the assets, liabilities and
reserves transferred to the relevant new bodies on 1 April 2013.
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1. INTRODUCTION

The Code of Practice on Local Authority Accounting in the United Kingdom 2013-14: Based on
International Financial Reporting Standards places a requirement on Councils to consider all their
interests in external organisations including limited companies and other statutory bodies. Where the
interest is considered to be material, the Council is required to prepare a full set of group accounts in
addition to those prepared for Argyll and Bute Council. The Group Accounts are designed to show “a
true and fair view” of the financial performance and position of the Council’'s Group.

On the 1 April 2013 police and fire services transferred to the Scottish Government. The joint board
arrangements have ceased and are no longer part of the authority’s group arrangements.
Consequently, the opening balance sheet has been adjusted to reflect the assets, liabilities and
reserves transferred to the relevant new bodies on 1 April 2013.

2. GROUP ACCOUNTING POLICIES

The group accounts are prepared in accordance with the policies set out in Note 1 to the Financial
Statements on pages 40 to 52.

- The Strathclyde Partnership for Transport and Strathclyde Concessionary Travel
Scheme Joint Committee financial statements have been prepared under the
historic cost convention.

3. COMBINING ENTITIES

The Council has an interest in a number of Associate Entities. For the purposes of consolidation and
incorporation within the Group Accounts recognition has been made of the Council’s significant
influence over Joint Boards and other entities.

The Associates which have been incorporated are:
- Dunbartonshire and Argyll & Bute Valuation Joint Board
- Strathclyde Partnership for Transport
- Strathclyde Concessionary Travel Scheme Joint Committee

Under accounting standards, the Council is required to include the results of the above organisations
as “associates” because it has “significant influence” over their financial and operating policies. The
Council has no shares in or ownership of any of these organisations which are entirely independent of
the Council under law and for taxation.

Two of the three Joint Boards (SPT and Concessionary Travel) are included within the Group
Accounts under the wider definition of an “associate” although the Council holds less than 20% of
voting rights that is normally presumed to confer significant influence. This is in view of the funding
arrangements between the constituent Councils and the Joint Boards.

The accounting period for all entities is 31 March 2014.

4. NON MATERIAL INTEREST IN OTHER ENTITIES

The Council has an interest in Scotland Excel. Scotland Excel took up the activities of the Authorities
Buying Consortium and similar bodies across the Scottish local authority sector on 1 April 2008.
Renfrewshire Council prepare the financial statements for Scotland Excel in its role as lead authority.
Scotland Excel is a not-for-profit organisation funded mainly by the 28 participating Scottish local
authorities. Argyll and Bute Council contributed £0.067m towards Scotland Excel in the 2013-14
financial year.

The Council also has an interest in the Highlands and Islands Transport Partnership (HITRANS). The
Partnership was established as one of the seven Scottish Regional Transport Partnerships. The
Transport (Scotland) Act 2005 requires these Partnerships to prepare Transport Strategies for their
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regions which will enhance economic well-being; promote safety; social inclusion and equal
opportunity; plan for a sustainable transport system; and integrate across boundaries with other
partnerships.

These entities are part of the Council’'s group for the purposes of Group Accounts. As such it is
recognised that the nature of the relationship with these bodies should be included within these notes.
However, it has been decided that the Council’s share of the net worth of these entities is not material
to a fair understanding of the financial position of the Council, and so they have not been consolidated
into the Group Accounts.

5. NATURE OF COMBINATION

The Council inherited its interest in these entities following the reorganisation of local government in
1996. An acquisition basis has been used as the basis of consolidation. However, as no
consideration was given for this interest there is no goodwill involved in these instances.

6. FINANCIAL IMPACT OF CONSOLIDATION

The effect of inclusion of the Associates and Common Good Funds on the Group Balance Sheet is to
Increase both reserves and net worth by £7.562m. This gives an overall net asset position for the
Group of £182.387m.

All associates have prepared their accounts on a ‘going concern’ basis. For Strathclyde Passenger
Transport Authority and the Joint Valuation Board funding arrangements between the Scottish
Government and constituent authorities remains assured. In common with these public bodies, the
Council’s Group Accounts have been prepared on a ‘going concern’ basis as there is no reason to
suggest that future funding will not continue.

7. FURTHER DETAILS ON CONSOLIDATION

Due to the significant impact upon the reported figures of the Group Accounts further information in
respect of the Associate Entities outlined above can be summarised as follows:

Strathclyde Partnership for Transport

Strathclyde Partnership for Transport was formed on 1 April 2006 as the successor to the Strathclyde
Passenger Transport Authority. It is a Joint Committee of all Councils in the West of Scotland plus
Dumfries and Galloway Council. In association with the related Structure Planning Committees, the
Partnership’s remit included the promotion of joint working to set out the policy framework for
achieving the most effective management, development and integration of the transport network
across boundaries in the medium to longer term through the Joint Transport Strategy. The Council
contributed £0.606m or 1.62% of the Board’s estimated net running costs during 2013-14 and
accounted for £2.559m of the Balance Sheet Assets within the Group Balance Sheet. The accounts
of the Board are subject to independent audit and are available from the Treasurer to Strathclyde
Partnership for Transport, Consort House, 12 West George Street, Glasgow G2 1HN.

Strathclyde Concessionary Travel Scheme Joint Board

This body comprises the 12 local authorities within the West of Scotland which oversees the
operations of the concessionary fares scheme for public transport within its area. The costs of the
scheme are met by a combination of funding from the 12 constituent councils and direct grant funding
from the Scottish Government. During 2013-14 the Council contributed £0.176m or 4.14% of the net
annual running costs and accounted for £0.067m of the Balance Sheet Assets within the Group
Balance Sheet. The accounts of the Board are subject to independent audit and are available from
the Treasurer to Strathclyde Concessionary Travel Scheme, Consort House, 12 West George Street,
Glasgow G2 1HN.

Dunbartonshire and Argyll and Bute Valuation Joint Board

This body was formed in October 1995 at local government reorganisation by a Statutory Instrument
and is responsible for the maintenance of the electoral, council tax and non-domestic rates registers

www.argyll-bute.gov.uk Page 108




Page 284

Argy

Notes to the Group Financial Statements %{%‘I\fgf

for Argyll and Bute, West Dunbartonshire and East Dunbartonshire Councils. The Board’s running
costs are met by the three Councils. During 2013-14 Argyll and Bute Council contributed £1.141m
towards estimated running costs and accounted for £1.570m of Balance Sheet Liabilities within the
Group Balance Sheet. The accounts of the Board are subject to independent audit and are available
from the Treasurer to Dunbartonshire and Argyll and Bute Valuation Joint Board, Council Offices,
Garshake Road, Dumbarton G82 3PU.

The following disclosures are also required for Dunbartonshire and Argyll and Bute Valuation Joint
Board because the Council’s interest exceeds the 25% threshold for accounting purposes:-

2013/14 2012/13

£'m £'m
Argyll and Bute Council has a 48.1% share of:
Gross Income 2.745 2.458
Net (Surplus)/Deficit 0.191 0.203
Long Term Assets 0.847 0.873
Current Assets 0.644 0.876
Liabilities due within one year (0.126) (0.452)
Liabilities due over one year - -
Pension Liability (4.544) (3.810)
Capital and Revenue Reserves (3.178) (2.513)

8. REPORTING AUTHORITY ADJUSTMENTS

A number of adjustments are required to the Council’'s Statement of Comprehensive Income and
Expenditure (pages 35 to 36) for group accounting purposes. These can be summarised as follows:

- All intra-group transactions have been removed from the Group Accounts as part of
the subsidiary consolidation process.

- The Common Good Funds described in note 35 of the Notes to the Financial
Statements on page 94 have been fully consolidated into the Group Accounts. This
adjustment increases the net assets and reserves of Argyll and Bute Council’s
Group by £6.506m

9. GROUP CASH FLOW STATEMENT

The impact of the incorporation of the associates has no effect upon the Cash Flow statement for
Argyll and Bute Council on page 39. Only the Common Good transactions would have an impact.
However, this impact is not material enough for a separate Group Cash Flow Statement to be
prepared.
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Independent auditor’s report to the members of Argyll and Bute Council and the
Accounts Commission for Scotland

| certify that | have audited the financial statements of Argyll and Bute Council and its group for the
year ended 31 March 2014 under Part VII of the Local Government (Scotland) Act 1973. The financial
statements comprise the group and authority only Statements of Movement in Reserves, Statements
of Comprehensive Income and Expenditure and Balance Sheets, the authority only Cash-Flow
Statement, the Council Tax Income Account, the Non-domestic Rate Account and the related notes.
The financial reporting framework that has been applied in their preparation 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
2013/14 (the 2013/14 Code).

This report is made solely to the parties to whom it is addressed in accordance with Part VII 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, | do not undertake to
have responsibilities to members or officers, in their individual capacities, or to third parties.

Respective responsibilities of the Responsible Financial Officer and auditor

As explained more fully in the Statement of Responsibilities, the Head of Strategic Finance is
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view. My 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 Commission for Scotland. Those standards
require me 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 amounts 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 group’s and the body’s circumstances and have been
consistently applied and adequately disclosed; the reasonableness of significant accounting estimates
made by the Head of Strategic Finance; and the overall presentation of the financial statements. In
addition, | read all the financial and non-financial information in the annual report and accounts to
identify material inconsistencies with the audited financial statements and to identify any information
that is apparently incorrect based on, or materially inconsistent with, the knowledge acquired by me in
the course of performing the audit. If | become aware of any apparent material misstatements or
inconsistencies | consider the implications for my report.

Opinion on financial statements

In my opinion the financial statements:

e give a true and fair view in accordance with applicable law and the 2013/14 Code of the state of
the affairs of the group and of the body as at 31 March 2014 and of the income and expenditure of
the group and the body for the year then ended;

e have been properly prepared in accordance with IFRS’s as adopted by the European Union, as
interpreted and adapted by the 2013/14 Code; and

o have been prepared in accordance with the requirements of the Local Government (Scotland) Act
1973 and the Local Government in Scotland Act 2003.
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Opinion on other prescribed matters
In my opinion:

¢ the part of the Remuneration Report to be audited has been properly prepared in accordance with
The Local Authority Accounts (Scotland) Regulations 1985; and

o the information given in the Explanatory Foreword for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Matters on which | am required to report by exception

| am required to report to you if, in my opinion:

e adequate accounting records have not been kept; or

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

¢ | have not received all the information and explanations | require for my audit; or

o the Statement of Governance and Internal Control does not comply with Delivering Good
Governance in Local Government; or

o there has been a failure to achieve a prescribed financial objective.

| have nothing to report in respect of these matters.

-

5’7{7 ;’“-H 7 f’aw-f{mjkb

Fiona Mitchell-Knight FCA
Assistant Director, Audit Services
Audit Scotland

4" Floor

8 Nelson Mandela Place
Glasgow G2 1BT

30 September 2014
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%B ute This Summary provides an overview of our financial position and the key
issues that have arisen during the financial year. It provides information

COU NCIL on revenue and capital income and expenditure for the year, assets and
liabilities, borrowing and reserves with a comment on the future outlook.

The full set of annual accounts is available on our website at

http://www.argyll-bute.gov.uk/sites/default/files/financial statements 2013-14 signed.pdf

During 2013-14 the council’s net worth reduced by £5.9m. This resulted from a surplus in the provision
of services of £1.7m and surplus on the revaluation of long term assets of £4.4m, partly offset by an
actuarial loss on the pension fund assets/liabilities of £12.0m. In terms of departmental expenditure this
was under budget by £0.8m. The council spent £32.7m investing in fixed assets during the year.

The financial outlook for 2014-15 and 2015-16 is one of relative financial stability. The council adopted a
two-year budget for 2014-15 and 2015-16 in February 2014, based on achieving 1% cashable efficiency
savings for each of these financial years.

Revenue expenditure—the day-to-day costs of delivering our services

Revenue expenditure includes the cost of employing staff, operating and maintaining buildings, the cost
of goods and services purchased from suppliers and the cost of financing borrowing. Statutory
adjustments are required to ensure the General Fund balance reflects statutory requirements in relation
to pension costs and the cost of borrowing.

Actual
Variance
Actual Budget Budget  Actual Variance Yearon
13/14 13/14 Variance 12/13 1213 Year
£m £m £m £m £m £m
Net cost of services 2337 2439 10.2 2315 7.7 2.2
Other operating income and expenditure 11 2.2 1.2 3.0 (2.2) (1.9)
Finance and investment income and expenditure 220 (0.0) (22.1) 19.9 (16.6) 21
Total expenditure 256.8 246.0 (10.7) 2544 (11.1) 24
Taxation and non specific grants (258.5) (255.3) 3.2 (274.2) 3.4 15.7
(Surplus)/deficit on provision of services (1.7) (9.3) (7.6) (19.8) (7.7) 18.1
Statutory adjustments 38 9.3 55 8.2 (2.3) (4.4)
(Increase)/decrease in General Fund Balance 21 0.1 (2.0) (11.6) (9.9) 13.7

The net cost of service provision was £233.7m with total expenditure of £256.8m which was offset by
taxation and non-specific grants totalling £258.5m. This left a surplus on the provision of service of
£1.7m which after statutory adjustments of £3.8m resulted in a decrease in the general fund balance of
£2.1m.

Total expenditure increased by £2.4m from 2012-13. Expenditure on services increased by £14.0m. This
was offset by a reduction in police and fire service costs of £11.9m following the transfer of these from
local government in April 2013.

The departmental controllable expenditure for 2013-14 was an underspend of £0.8m compared to
budget excluding Joint Board requisitions and severance costs. When all expenditure and income is in-
cluded the final outturn was an underspend compared to budget of £3.4m.
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What the money was spent on—by service

What the money was spent on? £'m

Other

Planning and The total net cost of council services in

Q 2013/14 was £233.7m.
\'. nvironmental

Roads and Transport

Development | #54m

"
@

Housing (Non-HRA)

Cultural and Related

Education services is the largest proportion of net cost of service
Education—the largest £101.6m (43.5%). This provides 73 primary schools, 5 secondary
proportion of net cost of service Schools, 3 3-18 schools, 2 joint campuses — educates 10,675 pupils of
at £101.6m (43.5%) which 5,680 primary and 4,979 secondary and 16 special needs and
employs 868 full time equivalent teachers.

Social work services are next largest at £59.4m (25.4% of net cost of services).
This provides services for 24 adult care residential units, 3 adult care day centres, Social work—

7 learning disability resource centres, 3 children’s services residential units, 2 £59.4m (25.4% of
hostels, 134 looked after and accommodated children, 355 learning disability net cost of services)

clients, 513 clients in care homes and 1,248 adults receiving free personal and
nursing care.

2,500,000m> of grass Environmental Services spent £19.0m (8.1% of net cost of services). This
cutting, collecting waste  Provides services relating to 131 burial grounds undertaking an average
of 565 burials per annum, 2,500,000m” of grass cutting, waste collection

from 47,800 homes and >

from 47,800 households and 19,570 tonnes of waste disposal.
more—£19.0m (8.1% of
net cost of services) 1,406 miles of

roads, 954 bridges,

Roads and Transportation services spent £17.9m (7.7% of net cost of services). This maintenance—

includes provision of 1,406 miles of roads, winter maintenance, 954 bridges and £17.9m (7.7%)

138 car parks.

. Cultural and Related services represent £11.0m or 4.7%.This relates to services including one
museum, seven halls, 13 libraries (four of which are mobile) with a stock of around 200,000 books
and five sports and leisure centres.

o Housing Services (non-HRA) represent £8.7m or 3.7%. This relates to services including

o 147 leased tenancies for homeless individuals, 600 instances of housing support and advice
. per quarter.

o Planning and development services represent £5.3m or 2.3%. Services include 1,260 building

warrants received in the year, 1,098 planning applications determined and 101 business start-ups
supported in the year.

. Other services amount to £10.8m (4.6%) and this includes corporate and democratic core, trading
services, non-distributable costs and central services to the public. This includes registrars of births,
deaths and marriages which undertook 2,680 registrations including 465 civil marriages and 13 civil
partnerships in 2013/2014.
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How the money was spent

This sets out the different types of costs incurred by
the council. In addition to the net cost of services of
£233.7m income amounted to £104.8m resulting in
gross expenditure of £338.5m. Employee expenses
represent the largest proportion at £133.8m (39.5%
of gross expenditure). The other significant cost is
third party payments (payments to external parties
such as contractors and voluntary organisations) -
these represent £107.0m (31.6%). Other costs are all
less significant - transfer payments £25.2m, supplies
and services £23.8m, premises £19.9m, transport
£17.9m and capital costs £10.9m which range from
between 7% and 3% of gross expenditure.

How the money was spent

B Employee Expenses
B Third Party Payments
B Transfer Payments

B Supplies & Services

B Premises Related
Expenditure

Capital expenditure—expenditure on council assets

This is money spent on acquiring or enhancing fixed assets such as land, buildings and equipment.
Capital expenditure is funded from capital receipts, grants, revenue contributions. The net amount of
capital expenditure each year is funded by borrowing. The table below shows the gross capital
expenditure for 2012/2013 and 2013/2014 and the funding from capital receipts, government grants
and other contributions and revenue contributions. The net capital expenditure (expenditure less

income) is funded from borrowing.

Actual Capital Expenditure
2013/2014 by Service £'m

0.6

M Roads & Transport

m Central Services

® Education

o Planning & Economic

Development

m Culture & Related
Services

» Trading Services

= Environmental Services

" Social Work

Gross capital expenditure was £32.7m.
£11.1m related to roads and
transportation, £9.7m to central services,

| £6.0m to education services, £3.7m to

planning and economic development and
the remaining £2.2m to culture & related,
trading, environmental and social work
services.

£11.0m of the £15.2m capital funding is
from government grants, this represents
72.3% of the total funding. The remaining
funding is from capital financed from
current revenue £3.9m or 25.7% and capital
receipts used from capital fund £0.3m or
2.0%.

Sources of Funding 2013/2014 'm

B Government grants

M Capital Financed from
Current Revenue

Capital Receipts Used
from Capital Fund
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Balance Sheet—our assets and liabilities

Assets and Liabilities £'m

700.0

600.0

500.0 M Reserves

400.0 B LT Liabilities

300.0 Current liabilities

200.0 W Current assets

B LT Assets
100.0

0.0

Assets Liabilities and Reserves

The balance sheet shows the value at the
balance sheet date of the assets and liabili-
ties recognised by the council. Net assets
(assets less liabilities) are matched by the
reserves held by the council.

The net assets of the council reduced by
£5.9m from £180.7m at 31 March 2013 to
£174.8m at 31 March 2014.

Summary of Balance Sheet

31 March 31 March
2013 £'m| 2014 £m

depreciation

Long term assets - Property, plant and equipment, heritage
assets and long term debtors. The increase is a result of
revaluation, capital expenditure less disposal and

500.4 514.5

Current assets - Stock, short term debtors, assets held for
sale, short term investments and cash. The decrease is a 63.7 57.7
result of a lower level of cash in the bank at 31 March 2014.

months.

Current liabilities - Short term borrowing, creditors,
provisions and other short term liabilities. The increase is a
mainly due to some borrowing now being payable within 12

-42.9 -48.7

mainly due to an increase in pension liability.

Long term liabilities - Not due for payment for at least 12
months and comprise borrowing, payments due under the
NP DO, provisions and pensions liability. The increase is

-340.4 -348 6

Total reserves

180.7 174.8

Long-term assets

Value of Long Term Asset By Type £'m

256

® - Other Land and Buildings

M - Infrastructure Assets

- Assets Under

The value of the council’s long term assets has
increased from £500.4m at 31 March 2013 to
£514.5m at 31 March 2014, an increase of
£14.1m (2.8%). This comprises the net of an
overall upward revaluation of fixed assets,

Construction capital expenditure in the year, less the value
B Other of fixed assets disposed.
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Long-term assets

The main long term assets held by the council are
Argyll and Bute Council’s long-term assets
land and buildings which account for £290.4m

(56.4%).

include:

o 89 schools
Infrastructure assets account for £169.6m (33.0%).

. 2,312 km of roads
Assets under construction amount to £25.6m

(5.0%). . 1,001 bridges

Other assets include vehicles, plant, equipment, ¢ 9 libraries

investment property, surplus assets, long term . 7 halls
debtors, community assets, heritage assets and i .

) o . 4 swimming pools
software licences. These account for the remaining

£28.9m (5.6%).

Current assets and liabilities

Total current assets have decreased from £63.7m at 31 March 2013 to £57.7m at 31 March 2014 -a
decrease of £6.0m. The main reason for this is a decrease in cash and cash equivalents of £5.8m from
£11.9m at 31 March 2013 to £6.1m at 31 March 2014.

Total current liabilities have increased from £42.9m at 31 March 2013 to £48.7m at 31 March 2014—an
increase of £5.8m. Short term borrowing has increased by £7.7m from £3.7m at 31 March 2013 to
£11.4m at 31 March 2014, partly offset by short term creditors which have decreased by £2.3m from
£35.3m to £33.0m.

Overall, long term liabilities have increased from £340.4m at 31 March 2013 to £348.6 at 31 March
2014. The increase of £8.2m is primarily due to the increase in the valuation of the pension scheme
liability from £99.9m to £118.3m partly offset by a reduction in borrowing repayable beyond 12 months
of £8.4m.

Type and Value of Long-Term The main long term liabilities are

Liabilities £'m borrowing that is due to be repaid in
over a year £151.5m (43.5%),

= Provisions pensions liability £118.3m (33.9%),
B Other Lang-term liabilities other long term liabilities, which
include schools NPDO and land
Other Long-term liabilities contamination amount to £78.6m

(Pensions)

(22.6%) and provisions make up the

H Borrowing Repayable )
within a Period in Excess of final £0.1m.

12 Months
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Treasury management—taking care of our borrowing and investments

Treasury management is taking care of our borrowing, cash flow and investments. We have to make sure
that these bring the best possible returns so that the council can continue to deliver its essential services,
while at the same time managing and planning for any risks.

The Capital Financing

_ . 31 March 2014 31 March 2013
Requirement (CFR) is the £m £m
amount of money thatthe [ Capital Finance Requirement 256.5 258.4
council needs to borrow to | Borrowing incl NPDO -240.8 -242.1
finance the assets it usesto | Over (Under Borrowed) -15.7 -16.3

deliver services.

The table above sets out a comparison of the CFR with the council’s actual borrowing which shows that
the council was under-borrowed at both 31 March 2013 and 2014. This has occurred because the council
is using part of its reserves to fund capital expenditure. This use of reserves has had the impact of
reducing the cash the council has had to invest on the money markets; this was a strategic decision as
the rates of return on investments are lower than the interest rate that the council would have to pay if
it borrowed money.

Borrowing

The council borrows money to finance capital Maturity Analy5|s of Borrowing

expenditure. Borrowing allows us to spread the (Years) £'m

cost of capital expenditure over a number of on

years. The maturity profile reflects when loans are 3150

due for repayment. At 31st March 2014, the total E 1.30

sum of money borrowed from external sources 2 1120 B Maturity Analysis of
was £161.8m. Most of this was financed by the g 06-10 E.(:;mwmg (rears)
Public Works Loan Board (£108.1m) with the rest 00-05

coming mainly from the money market. 00 200 400 600

£m

Find our full accounts online at

N\
http://www.argyll-bute.gov.uk/sites/default/files/ %B l te
financial statements 2013-14 signed.pdf

Argyll
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Investments

Investments by Maturity Period

= 1day

» 10 days
m 35 days
= 95 days
W 365+days

At 31 March 2014 the council had investments of
f44m. The chart above shows when these are due

for repayment.

Our investment strategy is designed to
optimise the rate of return allowing for the
requirements to have cash available to make
payments and to ensure that the money
invested is repaid to the council in full.

To achieve these objectives the council places
cash with a number of different banks for
periods ranging from overnight to one year,
depending on the credit rating of the bank and
the limits that have been set within the
investment strategy relating to each institution.

The chart on the right shows
the trend in average interest
rates over the last five years.

The trend has been one of 0.6 -
increasing returns due to the 04 -
availability of attractive ratesof | 0.2 -

>

Average interest rates 2009-2014

® 7 Day Libid %
W Council Internally
Managed Investments %
> g & g

interest from the banks these 0.0
rates declined in 2013-2014. N 3 3 3

@“’*’\m «9\% '»"'\w '»"'\W '3’0
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Reserves
Reserves can be usable or unusable:
Usable reserves: Unusable reserves:
o Backed by actual o Required purely for

resources

. Can be applied to
fund expenditure or
reduce local taxation

accounting purposes

Do not represent
resources available for
the council to use
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Reserves

The council has total reserves of £174.8m, but most of these (£126.3m) are unusable reserves which
are purely for accounting purposes and do not represent resources available for use. Usable reserves
were £48.5m at 31st March 2014.

31 March 2013 31 March 2014

£m £m

Unusable reserves 130.4 126.3
Capital fund 3.3 3.5
Renewal and repairs fund 0.9 1.0
General fund — Contingency 3.7 3.7
General fund — Strategic Housing Fund 10.2 7.5
General fund — Schools Capital 3.0 3.0
General Fund —Other earmarkings 22.9 19.9
General fund — Unallocated 6.4 10.0
Total reserves 180.7 174.8

Unusable reserves have
decreased by £4.1m from
£130.4m at 31 March 2013 to Useable Reserves 2014 m
£126.3m at 31 March 2014 due 1.0

to an increase in the pension
liability, a surplus on revaluation
reserve and a transfer for capital
grants.

B General Fund —Other
earmarkings

B General fund -
Unallocated

B General fund — Strategic

Useable reserves have Housing Fund

B General fund —
Contingency

decreased by £1.8m from
£50.3m at 31 March 2013 to

B cani
£48.5m at 31 March 2014. Capital fund

The main movements in useable reserves are as follows:

. Strategic housing fund has decreased by £2.7m
. Earmarkings have decreased by £3.0m
. Unallocated reserves have increased by £3.6m

Future outlook

The financial outlook for 2014-15 and 2015-16 is one of relative
financial stability. The council adopted a two-year budget for 2014/15

and 2015/16 in February 2014. This will see budgetary savings based on A 1" ll
achieving 1% cashable efficiency savings for each of these financial y
years. The two years of financial stability will allow time to carry out a N\

longer term review of the resources available to the council and how N 7 ute
they are used to deliver on priorities and objectives. The three-year

capital plan has been agreed by the council for the periods to 2015-16, COUNCIL

with a gross spend of £50.2m in 2014-15 and £44.2m in 2015-16.
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Financial
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An outline of Argyll and Bute Council’s financial position during
the 2013/14 period,

Snapshot 2013/14

highlighting the key issues over the year.

Revenue expenditure—the day-to-day costs of delivering our services

Actual
13/14
£m
Net cost of services 2337
Other operating income and expenditure 1.1
Finance and investment income and expenditure 220
Total expenditure 256.8
Taxation and non specific grants (258.5)
(Surplus)/deficit on provision of services (1.7)
Statutory adjustments 3.8
(Increase)/decrease in General Fund Balance 241

What the money was spent on? £'m

Other

Planning and

Development Services \

®—

...-.. Environmental

. / Roads and Transport
£n »

Housing Services (Non- HRA)

Cultural and Related

During 2013/14 we
services.

spent £233.7m on

Most of this was spent on Education and
Social Work which account for 69% of the net
cost of services.

The gross cost of services was £338.5 with the
cost of employing staff and payments to
contractors and outside agencies representing
the 2 biggest costs and 71% of the gross cost.

How the money was spent 'm

10.9

m Employee Expenses
m Third Party Payments
™ Transfer Payments

B Supplies & Services
® Premises Related

Expenditure

¥ Transport Related
Expenditure

Capital Costs

Capital expenditure—spending on our assets

Balance Sheet—our assets and liabilities

Capital expenditure is the money spent on acquiring
or enhancing fixed assets like buildings, land, roads
and equipment. It is funded by income from sales of
assets, government grants and contributions from
reserves and the revenue budget with the balance
coming from borrowing. During 2013/14 capital
expenditure was £32.7m with capital funding of

£15.2m resulting in borrowing of £17.5m.

Actual

13/14

£m

Gross capital expenditure 32.7
Capital funding 15.2
Borrowing 17.5

Long term assets include buildings, land, roads and
equipment. Current assets are mainly monies owed to
the council and cash held in bank accounts or on
investment. Current liabilities are sums we are due to
pay within the next financial year. Long term liabilities
include long term borrowing, future payments for
NPDO and pension liabilities.

Net assets (comprising long Assets and Liabilities 'm

term and current assets less -

600.0

current and longer term

ey .
liabilities) is represented by %0 eserves

o 400.0 B (TLiabilities
the council’s reserves. The . S
council’s net assets are 200 —

1000 BT Assets

£174.8m.

Assets Liabilities and Reserves
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Argyll Financial Snapshot 2013/14

%;
LI/ BUte An outline of Argyll and Bute Council’s financial position during

COUNCIL the 2013/14 period, highlighting the key issues over the year.

Treasury management—our borrowing and investments

Treasury management is taking care of our borrowing, cash flow and investments. We have to make sure that
these bring the best possible returns so that the council can continue to deliver its essential services, while at the
same time managing and planning for any risks.

Investments by Maturity Period Our investment strategy aims to optimise the rate of return. This
helps us to ensure we have money available to make payments when
we need to, and also to make sure that the money invested is repaid
bl to the council in full.

'1:::: To achieve this we place money with a number of different banks for

«sdms | Periods ranging from overnight to one year, depending on the credit
sss«aps | rating of the bank and the limits relating to that institution and set out
within our investment strategy.

Maturity Analysis of Borrowing
. (Years) £'m
Borrowing
At 31st March 2014, the total sum of money borrowed from ex- Phyxf] e
ternal sources was £161.8m. Most of this was financed by the 32130 m i
Public Works Loan Board (£108.1m) with the rest coming mainly E i i e e
from the money market. 0005 —
0.0 500 100.0 150.0 20000

Reserves—amounts set aside for specific purposes

Reserves can be usable or unusable. Usable reserves are those backed by actual resources and can be applied
to fund expenditure or reduce local taxation. Unusable resources are required purely for accounting
purposes—they do not represent resources available for the council to use. The council holds a total of
£174.8m in reserves. Usable reserves sit at £48.5m

Unusable reserves have decreased by £4.1m to £126.3m, due to an increase in the pension liability, a surplus
on revaluation reserve and a transfer for capital grants.

31 March 2014 Useable Reserves 2014 m
Em 1.0

Unusable reserves 126.3 B General Fund ~Other
Capital fund 35 earmarkings
Renewal and repairs fund 1.0 . ﬁgfl'ji:fe”dd B
General fund — Contingency 3.7 ® General fund - Strategic
General fund — Strategic Housing Fund 7.5 Housing Fund
General fund — Schools Capital 3.0 ® General fund -
General Fund —Other earmarkings 199 Contingency
General fund — Unallocated 10.0 ¥ Copital fund
Total reserves 1748
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