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1. Apologies for Absence
To receive any apologies for absence.

2. Code of Conduct
Councillors are required to comply with the requirements of the Localism Act
2011 regarding disclosable pecuniary interests.

. Check if there is an item of business on this agenda in which the member or
other relevant person has a disclosable pecuniary interest.

. Check that the interest has been notified to the Monitoring Officer (in
writing) and entered in the Register (if not this must be done on the form
available from the clerk within 28 days).

. Disclose the interest at the meeting (in accordance with the County
Council’'s Code of Conduct) and in the absence of a dispensation to speak
and/or vote, withdraw from any consideration of the item.

The Register of Interests is available on Dorsetforyou.com and the list of
disclosable pecuniary interests is set out on the reverse of the form.

3. Minutes 5-12
To confirm the minutes of the meeting held on 8 June 2016 (attached).

4, Progress on Matters Raised at Previous Meetings 13-16

To consider a report outlining Cabinet decisions arising from recommendations of
the Audit and Governance Committee or any outstanding actions identified at the
last meeting.

5.  Public Participation
(a) Public Speaking
(b) Petitions

6. Statement of Accounts 17 - 132

To consider a report by the Chief Financial Officer (attached).

7. External Audit Report 2015/16 133 -168
To consider a report by KPMG, the Council’s External Auditor (attached).

8. Internal Audit Quarterly Report 169 - 190
To consider a report by the Chief Executive (attached).

9. Joint Working - Opportunities, Risks and Considerations 191-196
To consider a report by the South West Audit Partnership (attached).

10. Budget Monitoring - August 2016 197 - 208
To consider a report by the Chief Financial Officer (attached).

11. Treasury Management and Prudential Code Review 2015/16 209 - 226

To consider a report by the Chief Financial Officer (attached).



12. Review of Council Tax Single Person's Discount
To consider a report by the Chief Financial Officer (attached).

13. DES Business Continuity Update
To consider a report by the Chief Executive (attached).

14. Learning from Service Failures in other Authorities and Implication for
Governance

To consider a report by the Head of Corporate Development (attached).

15. Corporate Compliments and Complaints Annual Report 1 April 2015 to
31 March 2016

To consider a report by the Chief Executive (attached).

16. Forward Plan
To consider the Committee’s forward plan (attached).

17. Questions from County Councillors

To answer any questions received in writing by the Chief Executive by not later
than 10.00am on 15 September 2016.

227 - 230

231 - 236

237 - 244

245 - 272

273 - 278
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Agenda ltem 3

Audit and Governance Committee

Minutes of the meeting held at County Hall, Colliton Park, Dorchester,
Dorset, DT1 1XJ on Wednesday, 8 June 2016

Present:
Trevor Jones (Chairman)
Kate Wheller, Pauline Batstone, Lesley Dedman and Peter Richardson.

Other Members Attending as Observers:
Deborah Croney, Daryl Turner, David Walsh

Officers Attending: Jonathan Mair (Monitoring Officer), Mark Taylor (Group Manager -
Governance and Assurance), Richard Bates (Chief Financial Officer), Denise Hunt (Senior
Democratic Services Officer), Peter Moore (Head of Environment), Chris Scally (Project
Manager, Corporate Development), Marc Eyre (Senior Assurance Manager (Governance, Risk
and Special Projects)), Rupert Bamberger (Audit Manager (South West Audit Partnership)) and
John Oldroyd (External Auditor).

(Notes: These minutes have been prepared by officers as a record of the meeting and of any
decisions reached. They are to be considered and confirmed at the next meeting of
the Committee to be held on Tuesday, 20 September 2016.)

Apologies for Absence
1 Apologies for Absence were received from Hilary Cox, Janet Dover, David Harris and
Peter Whatrf.

Code of Conduct
2 There were no declarations by members of any disclosable pecuniary interests under
the Code of Conduct.

Terms of Reference
3 Resolved
That the Committee’s terms of reference be noted.

Public Participation

4 Public Speaking
There were no public questions received at the meeting in accordance with Standing
Order 21(1).

There were no public statements received at the meeting in accordance with Standing
Order 21(2).

Petitions
There were no petitions received in accordance with the County Council’s petition
scheme at this meeting.

Annual Internal Audit Report 2015/16

5 The Committee considered a report by the South West Audit Partnership (SWAP)
which summarised the work of the Internal Audit service for 2015/16. The Assistant
Director (SWAP) introduced the report and provided a brief introduction of the role of
SWAP which was set out in the Internal Audit Charter. He advised that the Council
had been awarded a reasonable assurance in 2015/16 and that risks had generally
been well managed with no areas of significant corporate concern.
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One specific audit review had been commissioned to help assess the apportionment
of the financial contributions and governance model for the Joint Archives Service.
The outcomes of this review had reflected on concerns over the disproportionate
governance model in place when compared to the activity involved. SWAP had also
provided an objective basis for the funding settlement between the partner authorities
of Dorset, Bournemouth and Poole over the next 2 years.

The Chairman then highlighted that previous SWAP audits had raised a number of
issues with regard to the country parks service and that 22 recommendations had
been raised leading to a partial assurance. The Head of Environment had therefore
been asked to attend the meeting to provide information on the current status of audit
recommendations.

The Head of Environment clarified that this latest review was not related to the
procurement of a catering contract at Durlston Country Park that had been the subject
of previous consideration a few years ago by the Audit and Scrutiny Committee. This
particular audit review concerned the income management portfolio where a large
number of relatively low level issues had been identified, primarily at Durlston Country
Park. This had led to SWAP’s assessment of a partial assurance opinion. He
reported that a large number of the recommendations had been implemented,
however, further work was required to assess recommendations that were in conflict
with existing practices and whether these could be implemented on a practical level.

The Committee was informed that good progress had been made and that there was
an ongoing dialogue with SWAP regarding the audit actions. Most of the required
actions would be completed during the summer period and the longest timescale for
an action was 31 March 2017 in relation to the Income Strategy.

It was confirmed that follow up audit work would be undertaken due to the partial
assurance that had been given and an update provided in SWAP’s next quarterly
report to the Committee.

Resolved

1. That the Head of Internal Audit’s overall positive assurance opinion on the
Council’s risk management, governance and internal control environment for
2015/16 be noted;

2. That the assurance opinion given in respect of the “review of the effectiveness of
internal audit” as required by the Accounts and Audit Regulations 2015 be noted,;

3. That the results of the follow up audit for country parks be included in the SWAP
guarterly report to be considered by the Committee at its meeting on 20
September 2016.

Reasons for Decisions

To contribute to the Council’s aim to ‘provide innovative and value for money services’
through;

The Head of Internal Audit’s opinion on the Council’s risk management, governance
and internal control environment for 2015/16.

The Chief Financial Officer’s opinion on the “review of the effectiveness of internal
audit and system of internal control” for 2015/16.

Internal Audit Plan 2016/17

6

The Committee considered a report by the Assistant Director, SWAP which set out
the Internal Audit Plan for 2016/17 and included the Internal Audit Charter setting out
the relationship between the County Council and SWAP.

The Assistant Director highlighted elements of the plan, in particular the work in
relation to outcomes arising from the Healthy Organisation review which sought to
provide an assessment of the health of the organisation by reviewing certain themes
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including corporate governance and risk management. He also confirmed that the
audit plan was flexible and that, if necessary, resources could be adjusted to cover
audits not currently identified in the plan to address emerging issues.

Referring to the high risk reviews identified in the Plan in 2016/17, the Chairman
stated that risks associated with the audit of the Joint Archives Service should be
shared more widely with the aim of highlighting the governance and funding risks that
remained many years after the inception of the Joint Archives Service. This would be
particularly relevant given the future requirement for partnership working.

Resolved

1 That the Internal Audit Plan for 2016/17 and the Internal Audit Charter be noted;

2 That the outcomes of the audit of the Joint Archives Service be incorporated
into the audit of governance / due diligence work of devolution bids, local
government reorganisation and combined authority in 2016-17 and be also fed
into the Healthy Organisation review.

Reason for Decisions
To enable an annual independent assurance opinion to be given on the Council’s risk,
governance and internal control environment

External Audit Plan 2015/16

7

The Committee considered a report by the Senior Manager, KPMG, which outlined
the Financial Statement Audit and Value for Money Arrangements work. A significant
audit risk had been identified relating to the valuation of property and other areas of
audit focus concerned the preparation of group accounting in relation to the Local
Authority Trading Company (LATC), Tricuro Support Ltd, which was also audited by
KPMG.

KPMG had been contacted by a member of the public under the right of elector
challenge and asked to investigate Section 38 agreements which had remained
outstanding for more than a decade, primarily in relation to the Poundbury
development. The elector challenge had not yet been formally accepted by KPMG.

The Vice-Chairman questioned whether the Committee should receive copies of
Tricuro audit reports in order to provide independent assurance. The Chief Finance
Officer advised that such reports would be considered by the Tricuro Management
Board in the first instance, however, further assessment of how audit reports were fed
back to the partner authorities could be explored at his monthly meetings with the
Director of Tricuro. He reported that the Company had made a surplus during its first
year of operation and had performed well from a financial perspective.

Members were further advised that the Executive Shareholder Group had a scrutiny
role and that any proposal to expand scrutiny would be a joint arrangement in
conjunction with the partner authorities.

The Chairman of the People and Communities Overview and Scrutiny Committee
advised that this Committee would receive information from Tricuro and that two
members of the Committee were in the process of investigating how to take this
forward.

Noted

Draft Annual Governance Statement 2015/16

8

The Committee considered a report by the Chief Executive setting out the draft
Annual Governance Statement for 2015/16 which was a statutory document that set
out the key features of the governance framework in the Authority and a review of its
effectiveness.
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Members were informed that the Statement contained the actions that would be
necessary to achieve full compliance with the Local Code of Corporate Governance
Compliance Assessment 2015-16. It was suggested that the Committee may want to
revisit the document later in the year to ensure compliance had been achieved.

RECOMMENDED
That Cabinet considers and comments on the draft Annual Governance Statement for
2015/16.

Reason for Recommendation

Approval and publication of an Annual Governance Statement by the County Council
was a statutory requirement and provided evidence that the County Council
maintained high standards of governance and addressed significant shortcomings
and risks.

Bidding Procedure to Manage External Funding Activity

9

The Committee considered a report by the Policy and Performance Officer that
included a revised corporate external funding bidding form. The former Audit and
Scrutiny Committee had wished to ensure that the process was adhered to and that
future bids supported the Council’s priorities in the corporate plan, given the limited
availability of resources in undertaking bidding activity.

The Policy and Performance Officer advised that most bidding activity was managed
within the individual service Directorates and that bids of up to £500k were approved
by Heads of Service, or a decision by Cabinet was required if the bid was above this
amount or resulted in a change of policy. There were sometimes very short
timescales for the submission of bids which posed a difficulty in strict adherence to
the approval process. A light touch enforcement approach had therefore been taken,
given that there was no central team in place to undertake this activity.

Members were informed of the difficulty in developing a strategy due to the variety of
bids and considered that this would quickly become out of date and very resource
intensive to produce. The policy had therefore been tightened in order to align bids to
the corporate priorities. The whole process would be further assisted by the
outcomes based accountability framework which included specific measures. It would
also be important to put in place robust governance arrangements through
partnership agreements when bids were made in conjunction with other
organisations.

The Chairman asked how officers were made aware of bids and was informed that
this was through Heads of Service and certain officers having operational
relationships with agencies, lottery and charitable funding streams and databases
such as Grant Finder and Funding Central.

In response to a question it was confirmed that the opportunities to bid had declined
since 2010, but had now plateaued at a lower level. The way in which bids were put
together was becoming more sophisticated and could be based on outcomes across
a geographic area or partnership.

Members asked how much effort had been involved in the securing of £100m funding
during the previous 3 years and were advised that a large proportion had been
acquired through successful highways bids using a competitive process linked to how
the Asset Management Plan was rated. The Highways team had reaped benefits by
ensuring that the Council’'s Asset Management Plan was in one of the top categories
in this respect.

The Committee concluded that it would be necessary to accept the limited changes
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that were being proposed in the absence of a dedicated team to support this type of
work. They were also mindful of the need to ensure that resources were not used in
the development of bids that were disproportionate to the amount gained.

Members were informed that external funding would be reported to the Committee in
future.

Resolved

1 That the update to the External Funding Policy highlighted in red text in Appendix
A to this report be supported;

2 That the external funding Annual report to be considered by the Committee in
January 2017 includes examples of simple and complex bids and any lessons
learned.

Reason for Decisions
To ensure that the cost-benefit external funding bidding activity contributed to the
delivery of corporate aims.

Draft 2015/16 Outturn and Financial Management Report

10

The Committee considered a report by the Chief Financial Officer containing the
budget outturn information for the 2015/16 financial year and an early indication of the
outlook for 2016/17 based on the latest information from Directorates.

The Chief Financial Officer advised that sign off of the accounts had taken place one
month earlier on 31 May 2016 allowing external audit verification to commence on
6 June 2016.

Overall there had been an overspend of £688k which was less than that predicted in
February 2016. Changes that had occurred in the intervening 3 month period to
reduce the overspend included changes in redundancy costs, a lower overspend in
the Adult and Community Services Directorate arising from the winter pressures
contingency budget and a better than expected outturn on some of the partnership
budgets.

He explained that there had been a change in the way the Authority calculated its
Minimum Revenue Provision (MRP), an amount set aside for the repayment of
borrowing used to fund the capital programme. Due to the way in which the
calculation had been overly prudent in the past, some of this money would be
released back into reserves which had improved the general balances, despite the
overspend. However, the ability of the Authority to offset overspend from central
reserves could not continue in the same way as previous years.

The Chief Financial Officer highlighted the areas of over and underspend detailed in
the report, and in particular the impact on the Children’s Services budget of the
increased number of children in care which was a pressure faced by other local
authorities. A monthly monitoring meeting had therefore been arranged between the
Chief Financial Officer, the Chief Executive and the Director for Children’s Services.

An area of risk within the Adult and Community Services Directorate was the securing
S75 funding from the joint working with the Clinical Commissioning Group (CCG). He
was pleased to report that the total amount of £10.5m had been successfully
achieved and funding released to the County Council to support the Adult Social Care
Budget in 2015/16. Any future decision to use business rates for this purpose would
remove the need for negotiation of funding with the CCG.

In terms of the 2016/17 projection, it was felt that the potential overspends could be
reduced by the year end to zero, or lower, if the savings on property were delivered.
However, the main concern remained with the Children’s Services budget.
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In response to a question the Chief Financial Officer advised that the Audit and
Governance Committee was the primary body to monitor the overall budget position.
The Budget Strategy Task and Finish Group helped to drive the future savings
programme but had no responsibility to manage the in-year budget and was not a
formal committee. If there were particular concerns then the Committee had the
ability to call a particular senior manager to account. It could also refer matters to the
Overview and Scrutiny Committees if an in depth investigation of the issues was
required.

The Chairman requested that a table be produced to show the way in which funding
from central budgets had been used during the past 10 years to help offset
overspends within Directorates. It was agreed that this information would be provided
as part of a finance briefing report to the Overview and Scrutiny Management Board
on 27 June 2016.

Resolved
1 That the comments of the outturn section of the report be noted;

2 That a further report on the outturn, as part of the closing of accounts and audit,
be considered by the Committee on 20 September 2016.

3 That the forecast position for 2016/17 and actions being taken, through the
Forward Together 2020 programme and the Budget Strategy Task and Finish
Group be noted;

4 That a finance briefing report which includes an overview of the previous 10 years’
budget outcomes be prepared for the next meeting of the Overview and Scrutiny
Management Board on 27 June 2016.

Reasons for Decisions

To allow officers to continue work on the accounts closure process and to work
positively with the Authority’s Auditors, KPMG. The aim to have the unaudited
accounts certified by the Chief Finance Officer by 31 May is a full month earlier than
usual and would ensure compliance with the Accounts and Audit Regulations 2015
two years before earlier certification was mandatory.

To understand the anticipated pressures arising so far and to obtain comfort that
strategies were in place to address the projected performance during the year.

Constitutional Changes

11

The Committee considered a report by the Monitoring Officer proposing changes to
the Council’s Petition Scheme.

The Monitoring Officer explained that changes to the Constitution would be part of the
remit of the Committee in future as part of its governance role. The change to the
Petition Scheme related to petitions containing between 50-999 signatures and it was
suggested that these were considered by a Panel so that each petition could be heard
in a shorter timescale than the current scheme. The Panel membership would
include the relevant Cabinet Member, the Local Member and 3 other members, not
politically proportioned.

The Chairman requested that the 3 other members were made up of Councillors from
other groups wherever possible to avoid the Panel being dominated by one political
group and it was confirmed that officers would strive to achieve this, bearing in mind
the availability of members in forming a Panel.

It was further suggested that the list of actions under the section “How will the Council
respond to petitions” should not be exhaustive and include other methods of response
when necessary.
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RECOMMENDED
That the Petitions Scheme be updated as outlined in Appendix 1, and replaced in the
Constitution by the County Council.

Reason for Recommendation
To contribute to the corporate aim to ‘provide innovative and value for money
services’.

Work Programme
12 The Committee considered its work programme.

Resolved
That the Draft Financial Outturn and Financial Management Report be considered at
the meeting on 20 September 2016.

Questions by County Councillors

13 No questions were asked by members under Standing Order 20 (2).

Meeting Duration: 10.00 am - 11.45 am
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Agenda ltem 4

Progress on Matters Raised at Previous Meetings

Audit and Governance
Committee

Dorset County Council %

Date of Meeting 20 September 2016

Lead Cabinet Member
Robert Gould — Leader
Local Members

Officers All Members
Lead Director
Debbie Ward, Chief Executive
Subject of Report Progress on Matters Raised at Previous Meetings

Executive Summary | This report records:-

(a) Cabinet decisions arising from recommendations from Audit
and Governance Committee meetings; and
(b) Outstanding actions identified at the last meeting.

There has been 1 meeting of the Cabinet since the last Committee
meeting and there were no variations to recommendations.

Impact Assessment: Equalities Impact Assessment: N/A

Use of Evidence: Information used to compile this report is drawn
together from the Committee’s recommendations made to the
Cabinet, and arising from matters raised at previous meetings.
Evidence of other decisions made by the Cabinet which have
differed from recommendations will also be included in the report.
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Progress on Matters Raised at Previous Meetings

Budget: No VAT or other cost implications have been identified
arising directly from this programme.

Risk Assessment: Having considered the risks associated with this
decision using the County Council’'s approved risk management
methodology, the level of risk has been identified as: Current Risk:
LOW Residual Risk: LOW

Other Implications: None

Recommendation

That Members consider the matters set out in this report.
Reason for To support the Council’s corporate aim to provide innovative and
Recommendation value for money services.
Appendices

None
Background Papers

None

Report Originator and
Contact

Name: Denise Hunt, Senior Democratic Services Officer
Tel: (01305) 224878
Email: d.hunt@dorsetcc.gov.uk
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GT abed

Progress on Matters Raised at Previous Meetings

Date of Note Number and | Action Required Responsible Completed
Meeting subject reference Officer (incl comments)
8 June 2016 | 5 — Annual Audit The results of the follow-up audit for country | Rupert Bamberger Completed — results of the follow

Internal Report
2015/16

parks to be included in the SWAP quarterly
report to be considered at the next meeting
on 20 Sept 2016.

up audit have been included in the
SWAP quarterly report.

6 - Internal Audit Plan
2016/17

The outcomes of the audit of the Joint
Archives Service to be incorporated into the
audit of governance / due diligence work of
devolution bids, local government
reorganisation and combined authority in
2016-17 and be also fed into the Healthy
Organisation review.

Rupert Bamberger

Completed — outcomes of the Joint
Archives Service audit will be fed
into any relevant upcoming work.

Furthermore, SWAP have
prepared a document on Joint
Working; the opportunities, risks
and considerations. This will
feature as an Agenda item for the
September Audit & Governance
Committee.

9 — Bidding Procedure
to Manage External
Funding Activity

The external funding Annual report to be
considered by the Committee in January
2017 to include examples of simple and
complex bids and any lessons learned.

Chris Scally

A report to be submitted for
consideration by the Audit and
Governance Committee on

26 January 2017.

10 — Draft 2015/16
Outturn and Financial
Management Report

That a finance briefing report, including an
overview of the previous 10 years’ budget

outcomes be prepared for the next meeting of

the Overview and Scrutiny Management
Board on 27 June 2016.

Richard Bates

Completed — the Board considered
a financial outturn summary report
and risks and implications for the
future. It was agreed that future
Audit and Governance Committee
reports indicate the chairman of
the appropriate overview and
scrutiny committee, the lead officer
and whether an area needed to be
scrutinised.
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Agenda Iltem 6

Statement of Accounts

Audit &
Governance
Committee

Dorset County Council %}’,
Date of Meeting 20 September 2016

Officer Chief Financial Officer

Subject of Report Statement of Accounts

Executive Summary The Accounts and Audit (England) Regulations 2015 require the
annual statement of accounts to be certified as representing a true
and fair view by the Authority’s Chief Financial Officer and then
submitted to the external auditor by 30 June. The accounts must
then go through the audit process and be approved by the Council
(or a Committee to which it has delegated authority) by 30
September.

The Regulations also require consideration of the findings of
reviews that underpin the Annual Governance Statement, as well
as the statement itself. The Annual Governance Statement was
reviewed by the Audit & Governance Committee at its meeting on
8" June 2016 and recommended for approval by Cabinet (Cabinet
approval was given at the meeting on 29 June 2016.

The Statement of Accounts for 2015/16 that accompanies this
report has been reviewed by the Authority’s external auditor, KPMG
LLP. The Auditor’s report appears elsewhere on this agenda, with
an unqualified opinion.

Members are already aware of the Authority’s financial
performance for the year ended 31 March 2016 as a financial
management report was brought to the 8" June 2016 meeting.
However, some summary analysis is repeated in this report for
completeness.

The accounts have been prepared in line with International
Financial Reporting Standards (IFRS) as incorporated into the
CIPFA Code of Practice on Local Authority Accounting 2015/16.
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Statement of Accounts

Details of specific IFRS and Code requirements and how the
Authority applies them are explained in the Accounting Policies
section of the Statement of Accounts and in the relevant notes to
the accounts.

Impact Assessment:

Equalities Impact Assessment:

The Statement of Accounts is largely an historic record of the
Council’s financial affairs during the past financial year and there
are no equalities issues arising directly from them.

Use of Evidence:

The accounts are based on the financial records of the County
Council, as maintained in the main Enterprise Resource Planning
system (known as DES) and supporting systems and records.
They have been subject to review by the external auditor, who has
given an unqualified opinion.

Budget:

Although there are no direct budget implications arising from this
report, the outturn and financial position, as reported in the
accounts influence the Council’s Medium Term Financial Plan and
Strategy. The Committee is already being kept informed of
progress towards balancing the 2017/18 budget (and MTFP) and
the forecast outturn position for 2016/17, separately.

Risk Assessment:

As the Statement of Accounts is largely an historical document,
there are no real risk implications except when there are issues to
report (such as overspends, for example) that impact on the
Medium Term Financial Strategy.

Other Implications:

None.

Recommendation

That members consider and approve the Statement of Accounts for
the year ended 31 March 2016.

Reason for
Recommendation

Under the Accounts and Audit (England) Regulations 2015, the
Statement of Accounts and Annual Governance Statement must be
approved by the Council, or a Committee to which the Council has
delegated authority by 30 September.

Appendices

Statement of Accounts
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Statement of Accounts

Background Papers

Accounts and Audit (England) Regulations 2015

CIPFA Code of Practice on Local Authority Accounting in the UK
2015/16

CIPFA Service Reporting Code of Practice 2015/16
Internal Audit Quarterly and Annual Reports 2015/16

Corporate Governance Framework — Annual Compliance
Assessment 2015/16

Report Originator and
Contact

Name: Jim McManus
Tel: 01305 221235

Email: .mcmanus@dorsetcc.gov.uk
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Statement of Accounts

1.2

1.3

14

15

2.2

2.3

Background

The County Council is required to prepare its annual accounts in accordance with
proper practice. This means compliance with the latest Code of Practice on Local
Authority Accounting in the UK, the Service Reporting Code of Practice and the latest
version of the Accounts and Audit Regulations. More information about adoption of
and compliance with the Codes and how this affects the Authority’s accounting
methods, disciplines and practices is explained in the statement of accounting
policies and the notes to the accounts.

The Accounts and Audit (England) Regulations 2015 require the Authority’s draft
accounts to be certified by the Chief Financial Officer and submitted for audit by 30
June, with the Auditor’s opinion due in time for final approval of the accounts by
Members by 30 September.

Government has made changes to the Accounts and Audit Regulations which will
mean bringing forward the dates for certification, audit and approval of the statement
of accounts. The faster closedown process is mandatory from the closedown of the
2017/18 accounts but the Authority implemented transition arrangements during
2015/16 to quicken the closedown and audit processes, to ensure early compliance.

| am pleased to be able to confirm that the Statement of Accounts was certified by
the Chief Financial Officer on 315 May 2016. Further work will now be carried out to
reduce the closedown timetable further over the course of the next two years, with a
target date of 30" April for certification by the CFO.

The statement of accounts is clearly a cornerstone of any organisation’s financial
governance arrangements and the reduction in time taken to produce this document
should not be seen as an attempt to lessen its importance. Rather, a more
structured and disciplined approach to the work of closedown being shared across
the wider team allows tasks to be carried out in parallel rather than in sequence. A
robust do/review/sign-off procedure and thorough working papers approach will also
enable this reduction in time spent on the accounts so we can deploy our people to
secure the organisation’s future.

The Annual Governance Statement

The Annual Governance Statement appears as Appendix A to the Statement of
Accounts. Since 2011, the AGS has been a statement in its own right but still must
accompany any Statement of Accounts published in accordance with the
Regulations.

The Annual Governance Statement for 2015/16 has been prepared in line with the
recommendations published in 2007 by CIPFA and SOLACE, the public sector
accountancy and local authorities’ chief executives organisations, and additional
requirements put forward by CIPFA in March 2010.

The Committee recommended approval of the draft statement to Cabinet at its
meeting on 8" June 2016 and Cabinet approved the AGS on 29" June, so no further
detail is provided here.

The statement of accounts

The County Council is required to follow the standard accounting practices
prescribed in the key documents listed in paragraph 1.1. This involves a number of
technical entries that can make the accounts harder for the lay-reader to understand.
Nevertheless, Members are required to give formal approval to the accounts in this
format and the person presiding at the meeting at which they are approved is
required to sign and date them.
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Statement of Accounts

3.2 The introduction to the accounts summarises the major issues addressed by the
County Council during the year and key aspects of financial performance. The
narrative also defines and describes the content of the primary financial statements.

3.3 Only limited, further analysis of the financial performance and position is offered here
as it has already been covered in the foreword, in the accounts themselves and in
previous reports to Committees covering the forecasts and final outturn for 2015/16.
A short presentation will also be provided on the day to ensure Members understand
the key components of financial performance and position.

Financial performance for the year and financial position at 31 March 2016

4.1 Overall the County Council overspent its budget by £0.688m. Table 1 illustrates the
key variances against the Directorate and Central Budgets. The key variances were
provided in the June report so are not repeated here.

Table 1 — outturn 2015/16

Budget Outturn Variance

Directorate £000 £000 £000 % Var

Children's Services 59,534 64,362 (4,828) -8%
Adult & Community Services 120,713 121,373 (660) -1%
Environment and the Economy 31,298 30,433 865 3%
Chief Executives 20,473 20,025 448 2%
Partnerships 19,135 18,798 337 2%
Service Total 251,153 254,991 (3,838) -2%
Central budgets (247,031) | (250,181) 3,150 1%
Total 4,122 4,810 (688) -16%

4.2 Despite this net overspend of £0.688m for the year, the change of method of
calculating minimum revenue provision (MRP) also enabled the authority to make
backdated, cumulative changes during 2015/16, meaning an additional £2.7m was
transferred to the general fund. The County Council’s balances therefore closed the
year at £14.6m, comfortably above the lower-end of the operating range of £10m.

4.3 Liguidity was maintained at adequate levels during the year with no concerns over
the ability to discharge creditors and other payments as they fell due. The cash flow
statement shows a net cash outflow during the year and a negative cash balance at
the year-end. However, this is because the Authority’s cash balances and those of
the Dorset Local Enterprise Partnership are managed on a unified basis and gave
combined total net cash of £12.7m at 31 March 2016.

4.4 Note 38 to the accounts sets out the profile of the Authority’s borrowing and shows
that during the year there was net repayment of nearly £31m. The average interest
rate, however, has increased to nearly 4% for both PWLB and other borrowing and
the interest payable on all loans amounted to £7.564m compared to £7.494m in
2014/15.

4.5 In terms of the balance sheet, total fixed assets carrying values remains relatively
stable with the only significant movements being in assets under construction
(increase) and surplus properties (decrease). Current asset totals have reduced
fairly significantly but principally as the short-term investments have been liquidated
and then used to reduce the need to borrow externally (reflected above) which is also
reflected in the reduction in short-term creditors where the reduction is also due to
the reduction in short-term borrowing.

4.6 As noted elsewhere, the Authority’s own share of the general balance is £14.6m out
of the total £27.9m reported on the balance sheet. Note 52 provides a more detailed
analysis of the overall balances position and movements. Earmarked reserves have
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Statement of Accounts

reduced by nearly £6.5m during the year. Note 51 provides an analysis of the
movements and sets out that the majority of this reduction is caused by movements
in the IFRS-related reserves. This simply reflects the fact that a greater portion of
the grants received were spent during the year alongside reserves brought forward.

4.7 The CFO has reviewed the adequacy of reserves and deemed these to be
acceptable for the purposes of starting the MTFP round.

Richard Bates
Chief Financial Officer
September 2016
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INTRODUCTION

The purpose of this publication is to provide the Statutory Financial
Statements for Dorset County Council for the period from 1 April 2015 to
31 March 2016.

This document also includes summary information relating to the Dorset
County Pension Fund, which the County Council administers on behalf of
its own staff and those of other Dorset Local Authority employees and
certain other admitted bodies.

The Council provides a wide range of services for the citizens of Dorset,
including education, social services, transport, planning, trading standards
and libraries. Decisions relating to these services are made by the Elected
Members of the Council, each Councillor representing a particular part of
the County. Services in Bournemouth and Poole are administered by
separate, Unitary Authorities serving those areas.

In addition to the full County Council, which meets quarterly, during
2015/16 the Council operated a Cabinet which met monthly. There were
also Overview Committees which dealt with the main service areas and
which met on a quarterly cycle. An Audit and Scrutiny Committee also met
bi-monthly with responsibility for scrutinising decisions of the Cabinet and
examining financial and audit arrangements. In addition there were five
regulatory committees dealing with issues such as planning appeals, rights
of way etc and a Standards Committee which promotes probity and high
standards of conduct throughout the Council.

On 18t June 2016 a new structure was introduced, replacing the Overview
Committees with Overview and Scrutiny Committees which are linked to
the Council’s stated outcomes, healthy, independent, safe and
prosperous. The Audit and Scrutiny Committee becomes the Audit and
Governance Committee.

Further details about the County Council, the six District Councils in Dorset
and their respective services are available on the web site
www.dorsetforyou.com.

Certification by Chief Financial Officer

| certify that these Financial Statements give a true and fair view of the
financial position of Dorset County Council and of its financial performance
for the year ended 31 March 2016.

These Financial Statements were authorised for issue as draft, subject to
audit, on 315t May 2016 and authorised again as a final, audited set of
financial statements on 20t September 2016.

Richard Bates
Chief Financial Officer

20th September 2016



Independent auditor’s report to the members of Dorset County Council

We have audited the financial statements of Dorset County Council for the year ended 31 March 2016 on pages
34 to 68. The financial reporting framework that has been applied in their preparation is applicable law and the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2015/16.

This report is made solely to the members of the Authority, as a body, in accordance with Part 5 of the Local
Audit and Accountability Act 2014. Our audit work has been undertaken so that we might state to the members of
the Authority, as a body, those matters we are required to state to them in an auditor’s report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the members of the Authority, as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of the Chief Financial Officer and auditor

As explained more fully in the Statement of the Chief Financial Officer's Responsibilities, the Chief Financial
Officer is responsible for the preparation of the Statement of Accounts, which includes the financial statements, in
accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom, and for being satisfied that the financial statements give a true and fair view.
Our responsibility is to audit, and express an opinion on, the financial statements in accordance with applicable
law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the
Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the 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 Authority’s
and the Group’s circumstances and have been consistently applied and adequately disclosed; the
reasonableness of significant accounting estimates made by the Chief Financial Officer; and the overall
presentation of the financial statements.

In addition, we read all the financial and non-financial information in the Narrative Statement to identify material
inconsistencies with the audited financial statements and to identify any information that is apparently materially
incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the
audit. If we become aware of any apparent material misstatements or inconsistencies we consider the
implications for our report.

Opinion on financial statements
In our opinion the financial statements:

e give a true and fair view of the financial position of the Authority and the Group as at 31 March 2016 and of
the Authority’s and the Group’s expenditure and income for the year then ended;

e give atrue and fair view of the financial transactions of the Pension Fund during the year ended 31 March
2016 and the amount and disposition of the Fund's assets and liabilities as at 31 March 2016; and

e have been properly prepared in accordance with the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2015/16.
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Matters on which we are required to report by exception
The Code of Audit Practice requires us to report to you if:

e the Annual Governance Statement which accompanies the financial statements does not reflect compliance
with ‘Delivering Good Governance in Local Government: a Framework’ published by CIPFA/SOLACE in
June 2007; or

e the information given in the Narrative Statement for the financial year for which the financial statements are
prepared is not consistent with the financial statements; or

e any matters have been reported in the public interest under Section 24 of the Local Audit and Accountability
Act 2014 in the course of, or at the conclusion of, the audit; or

e any recommendations have been made under Section 24 of the Local Audit and Accountability Act 2014; or

e any other special powers of the auditor have been exercised under the Local Audit and Accountability Act
2014.

We have nothing to report in respect of these matters.

Conclusion on Dorset County Council’s arrangements for securing economy,
efficiency and effectiveness in the use of resources

Authority’s responsibilities

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

Auditor’s responsibilities

We are required under Section 20(1) (c) of the Local Audit and Accountability Act 2014 to satisfy ourselves that
the Authority has made proper arrangements for securing economy, efficiency and effectiveness in its use of
resources. The Code of Audit Practice issued by the Comptroller and Auditor General (C&AG) requires us to
report to you our conclusion relating to proper arrangements.

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

Scope of the review of arrangements for securing economy, efficiency and effectiveness in the use of
resources

We have undertaken our review in accordance with the Code of Audit Practice, having regard to the guidance on
the specified criterion issued by C&AG in November 2015, as to whether Dorset County Council had proper
arrangements to ensure it took properly informed decisions and deployed resources to achieve planned and
sustainable outcomes for taxpayers and local people. The C&AG determined this criterion as that necessary for
us to consider under the Code of Audit Practice in satisfying ourselves whether Dorset County Council put in
place proper arrangements for securing economy, efficiency and effectiveness in its use of resources for the year
ended 31 March 2016.

We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment, we
undertook such work as we considered necessary to form a view on whether, in all significant respects, Dorset

4
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County Council had put in place proper arrangements to secure economy, efficiency and effectiveness in its use
of resources.

Conclusion

On the basis of our work, having regard to the guidance issued by the C&AG in November 2015, we are satisfied
that, in all significant respects, Dorset County Council put in place proper arrangements to secure economy,
efficiency and effectiveness in its use of resources for the year ended 31 March 2016.

Certificate

We certify that we have completed the audit of the financial statements of Dorset County Council in accordance
with the requirements of the Local Audit and Accountability Act 2014 and the Code of Audit Practice.

Harry Mears

For and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

Gateway House, Tollgate,

Chandler’s Ford, SO53 3TG

September 2016
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NARRATIVE STATEMENT TO THE ACCOUNTS

Financial performance against budget

Overall performance against the budget for the year to 31 March 2016 was an overspend of
£3.8m against service budgets. This was offset by underspends of £550k on central
budgets and in year changes to minimum revenue provisions (MRP) of £2.6m (explained on
page 15) which reduced the in-year overspend to £688k. Backdated MRP adjustments to
2008 were also made totalling £4.4m which results in the reported figure being an
underspend of £3.7m.

The budget itself was based on the last year of funding outlined in the coalition government’s
Spending Review 2013. The spending review itself brought a funding reduction of £11m for
the County Council. When added to demographic, price and other upward pressures on
expenditure, this resulted in the authority needing to deliver more than £15m of savings in
the year.

Savings were identified through the forward together transformation programme and
managed through the forward together Board. Despite an overall underspend, there were
some key areas of overspend in specific directorates caused by severe pressure on
services.

In Children’s Services, for example, there has been sustained high pressure on the base
budget provision for children in care, causing the family support service to overspend by
£5.5m. In terms of volume of provision, the County Council acknowledged that resource
needed to be added on a short-term as well as a permanent basis and this was addressed in
the 2016/17 budget strategy.

In Adult & Community Services, there were overspends against demand-led budgets
including direct payments, support for people with a learning disability, specialist services for
older people and supported living.

The Environment and Economy Directorate and the Chief Executive’s Department were both
underspent — by £0.865m and £0.448m respectively. Corporate budgets including
contingency, minimum revenue provision (MRP) - see notes below - and interest were
underspent, principally due to the cumulative impact in 2015/16 of the MRP changes.

More details of the performance against budget are set out in the notes to the financial
statements.

Adults and Community Services

Adult and Community Services is the largest Directorate in the County Council. The gross
annual revenue budget is £163.4m with income totalling £42.6m which is around 46% of the
County Council’s net budget.

The current economic situation continues to be extremely challenging, resulting in significant
and on-going reductions in Government funding. With an increasing demand for services,
reduced funding and a need to achieve efficiency targets, the Directorate faces significant
challenges in delivering its commitments in the medium term.

In line with national demographic trends the demand for adult social care services in Dorset
continues to rise and will do so for many years to come. The numbers of younger adults with
complex needs and older people continues to rise increasing demand for services and
budget costs. In Dorset:

e The number of children with multiple and complex problems requiring support has
increased in two years (2012-14) from 284 to 292 per 10,000 (3%) though this is still well
below the national average of 7%.
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NARRATIVE STATEMENT TO THE ACCOUNTS

e 26% of the population is aged 65+, compared to 17% nationally. This is expected to
increase by 2.2% each year.

As part of the Pathways to Independence transformation programme, from 1 July 2015,
certain in-house services were separated from Dorset County Council, combined with
services from Bournemouth Borough Council and the Borough of Poole, and used to launch
a Local Authority Trading Company (LATC) called Tricuro.

Tricuro provides the following Dorset County Council services:

¢ Residential services — including residential care homes and care homes with nursing.

¢ Reablement services — intensive short-term home care to help people get back on their
feet after illness or hospital stays.

e Day services — support, rehabilitation and skills training for independent living, plus
opportunities to socialise.

Children’s Services

Children’s Services has overall safeguarding responsibility for the 67,400 children across the
County. It operates 117 maintained schools teaching 30,711 pupils. There are a further 55
academies or free schools teaching 19,149 pupils outside of County Council control. The
County Council is responsible for providing school places and an additional 654 were made
available during 2015/16, through a combination of new building and reconfiguration of
existing space within the estate. A further 254 places will be made available for the 2016/17
financial year.

As part of its safeguarding role the County Council has seen an increase in the number of
children that have been taken into its care during 2015/16. The graph below shows the
monthly picture since July 2013, which has seen numbers in care move from a steady figure
of around 345 start to increase from July 2014. The increase in this financial year has been
from 393 at 15t April 2015 to 480 as at 315 March 2016, an increase of 87 (22%).

Demographic changes means that the numbers in care are expected to reduce during
2016/17, with early intervention work and permanency planning allowing further reductions
as the year progresses.

During March the service was subject to an inspection by Ofsted under the single inspection
framework (SIF). The outcome of the inspection was received on 4 May 2016 with the
judgement that the authority requires improvement.

7
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NARRATIVE STATEMENT TO THE ACCOUNTS

Children in Care

Environment and the Economy

Dorset has:

1,406 square km of Areas of Outstanding Natural Beauty, covering 55% of its total
land area

135 Sites of Special Scientific Interest, covering 18,730 hectares

9 National Nature Reserves

62 Regionally Important Geological and Geomorphological Sites (with further under
consideration)

1,227 Sites of Nature Conservation Interest

91 km of heritage coast

114 km of the Jurassic Coast-World Heritage site

representatives of 85% of all species of mammals living in Britain, along with 90% of
our birds

80% of our butterflies, 70% of our dragonflies, and nearly all our reptiles and
amphibian species.

The Environment and Economy service maintains:

3,753km of roads

2,282km of footpaths and cycle ways

1,450 other structures including bridges

47,731 street lights, illuminated signs and bollards
7,844 traffic control and information systems.

In addition, the service oversees the provision of public transport in Dorset, providing
financial support to a number of routes and also promotes the Dorset economy through
activities such as the Superfast Broadband project which will bring a superfast service to
over 95% of Dorset premises.

8
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NARRATIVE STATEMENT TO THE ACCOUNTS

Dorset Waste Partnership

The County Council, in partnership with District and Borough Councils in Dorset, provides
the waste collection and disposal services to the residents of, and visitors to, Dorset through
the Dorset Waste Partnership.

Over 145,000 tonnes of waste was collected in 2015/16 with the tonnage, by type of waste,
shown below —

Waste Collected in 2015-16 in Tonnes
2,860 885 154 = Residual

101336 Waste
= Garden Waste
Food Waste
18,953 Wood
m Street
Sweepings

= Plasterboard

Recycling rates are around 60%.

Savings History

Dorset County Council have made just short of £79m of savings between 2011-12 and 2015-
16, with a further £9.6m planned for 2016-17. The table and graph below shows how this
has been distributed across services.

SAVINGS SUMMARY 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17
£000 £’000 £000 £000 £7000 £’000

- Adult and Community Services 8,104.0 5,179.8 8,628.0 3,900.0 9,050.0 1,602.0

- Children's Services 4,0209 2,089.1 2,063.2 1,344.0 900.0 3,865.0
- Environment 6,029.8 2,7785  2,110.2 722.0 11,6640 2,346.0
- Chief Executive 2,264.8 971.8  1,498.7 896.0 930.0 1,214.0
- Public Health 0.0 0.0 0.0 500.0 275.0 0.0
- Overarching 5169.5 2,125.8 2,231.6 1,050.0 2,450.0 576.0

25,589.0 13,145.0 16,531.7 8,412.0 15,269.0 9,603.0

9
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NARRATIVE STATEMENT TO THE ACCOUNTS

Savings Summary 2011-12 to 2016-17
£'000
30,000.0
25,000.0 @ - Overarching
20,000.0 @ - Public Health
O - Chief Executive
15,000.0
O - Environment
10,000.0 @ - Children's Services
5,000.0 O - Adult and Community
Services
0.0
11-12 12-13 13-14 14-15 15-16 16-17

Staffing and restructuring

During the year there was significant reorganisation and restructuring work as the council
transformed to deliver a lower cost organisation and manage cuts to its funding from central
Government.

Headline FTE numbers reduced by 1,121 to 7,101 in the year. But when adjusted for the
impact of Academy transfers (Academy staff are no longer employed by the County Council)
and the TUPE transfer of staff to Tricuro, the real reduction in FTE numbers is 121.

Tricuro

On 1 July 2015, in partnership with Bournemouth Borough Council and the Borough of
Poole, Dorset County Council launched Tricuro. Tricuro is a group of two companies
established under local authority trading company principles to take the transfer of the three
authorities’ supply-side Adult Social Services business. The following table shows how
many staff were transferred into the company from the three councils under the TUPE
regulations.

Council Headcount FTEs
Dorset County 1,201 607.6
Bournemouth Borough 313 233.2
Borough of Poole 87 64.4
Total 1,601 905.2

Each authority owns one ordinary share in Tricuro Support Ltd, which in turn owns 100% of
the equity of Tricuro Ltd. The value of business carried out by Tricuro in a full financial year
is expected to be around £40m (the part-year to 31 March 2016 saw the company turn over
£31m). A partnership agreement regulates the way in which the three councils manage
Tricuro, including a profit/cost sharing agreement. Dorset County Council is contracted to
provide support services to Tricuro for three years (until 30 June 2018). The value of this
contract was £0.881m for the nine months to 31 March 2016. Bournemouth Borough
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NARRATIVE STATEMENT TO THE ACCOUNTS

Council also provides certain support services to the company. The cost of this was
£0.652m for the nine months to 31 March 2016.

Dorset County Council treats Tricuro as a joint venture, under the rules set out in IFRS11
(joint arrangements). More technical information about this is set out in the accounting
policies section of the financial statements and in the notes covering group accounting.

Population Data

The County Council provides services to a total estimated population of 421,140, a small
increase over the population in 2015 which is estimated to stand at 419,602. The graph
below shows the population across the Borough and District council boundaries within the
region of Dorset that is served by the County Council.

Estimated Population

450,000

400,000
350,000
300,000
250,000
200,000
150,000
100,000
11 B 1l =
. | 1]

Christchurch East Dorset North Dorset Purbeck  West Dorset Weymouth & Total
Portland

B Population 2015  ® Population 2016

Source: 2014 based District Projections , Dorset County Council and Office for National Statistics

A significant proportion of the population is over retirement age, with an estimated 28%
being over 65 years of age by 2016.

Estimated populaton by age banding 2016

= 65+ m Under 65

Source: 2014 based District Projections , Dorset County Council and Office for National Statistics
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NARRATIVE STATEMENT TO THE ACCOUNTS

The average full time earnings for the area served by the County Council is shown on the
chart below, across the council boundaries and in comparison with the South West and with
England and Wales. The full time earnings for Dorset are lower than for the South West,
and lower than for England and Wales.

Gross Annual pay
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Source: Annual Survey of Hours and Earnings 2015, Office for National Statistics

The average price of properties in the region of Dorset served by the County Council is
shown below, compared with the South West and with England and Wales. The average
price of properties in Dorset is higher than the South West region, and higher than for
England and Wales.

Property prices by type

400,000
350,000
300,000
250,000
200,000

150,000
100,000
50,000
0

Detached (£) Semi-detached Terraced (£) Flat (£) All (£)
(£)

M England & Wales mSouth West m DCC Dorset

Source: House Price Index, Land Registry
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Where the money comes from - and how each £1 is spent

Interest on - ;
F
Balances Other Services £:E;Ing
to the Public. Projects
Fees & Cultural, Environmental
Charges & Planning Services
Public Health
Capital Grants Highw ays, Roads
& Transport
Running
Costs
Specific
Grants, including
Dedicated Schools
Grant (DSG)
Children's
Services
Revenue
Support Grant
Non Domestic
Ratepayers
Employees
Council
Taxpayers Adult and
Community
Services
Who Pays? The Services (Net Expenditure) Spenton

The columns show the proportion of each £1 thatis received from or spenton the indicated categories. The first
column shows the sources of income to the County Council, the second indicates the demands on the County's
resources made by each service, and the third column shows how the money is spentin terms of employee costs,
running costs and capital charges.
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NARRATIVE STATEMENT TO THE ACCOUNTS

Capital Spending

The following charts show how the capital spending for the year of £88 million is distributed over the services

provided by the County Council, and how itis financed.

Environment Services includes countryside, county farms and highways. Other senvices includes IT equipment.

Dorset Waste
Partnership

Environment

Children's Services

Other Services

Adult & Community

Services

1%4

Z%j

Expenditure How financed

Capital Receipts

Revenue Contrib
PFlLeases

OCther

Grants

Reserves and
Balances
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NARRATIVE STATEMENT TO THE ACCOUNTS

Reserves & balances

A full analysis of the Authority’s reserves is provided in the notes to the accounts. The level
of usable reserves (those which the Council can use to deliver services) decreased by
£20.6m during the year. The level of the Council’s general balances (usable reserves which
have not been specifically earmarked for a particular purpose) increased by £2.7m, mainly
due to the MRP changes. The balance of this general fund, at £14.7m in total, which is
close to the middle of our designated operating range which spans £10m to £20m.

Spending Review 2015 and the local government finance settlement resulted in a reduction
of nearly £18m to the County Council’s base funding for 2016/17. Not only was the level of
reduction significant but there was no warning or consultation on the changes to the funding
formula that delivered this outcome. As a result, when setting the budget strategy for
2016/17 the County Council had to apply £2.2m of its reserves to achieve the balanced
budget required by statute. The funding reductions themselves continue past 2016/17
however, and despite prudent use of reserves to balance the 2016/17 position, the Council
will lose a further £30m of funding by the end of the current parliament.

Minimum Revenue Provision

Minimum revenue provision (MRP) is a charge to the Council’s revenue account to provide
for the repayment of outstanding capital borrowing. By regulation, the County Council is
required, annually, to determine for the current financial year, an amount of minimum
revenue provision which it considers to be prudent. Until 31 March 2015, the County Council
made provision at a rate of 4%.

During 2015/16 the County Council changed the provision rate to more closely align MRP
with the lifespan of the assets against which borrowing was applied. Where capital
expenditure was incurred before 1 April 2008, MRP will continue to be charged at 4% of the
outstanding capital financing requirement. For capital expenditure incurred between 1 April
2008 and 31 March 2010 and funded through borrowing, the council will also continue to
calculate MRP at a rate of 4% - based on the asset life being at least 25 years. For capital
expenditure incurred on or after 1 April 2010 provision will be made based upon the asset
life method but increased to 40 years and therefore 2.5%.

Although this is a change in the calculation, it does not constitute a change in accounting
policy, so there is no need for prior period adjustment and the adjustment to the cumulative
total MRP has been made in 2015/16. This cumulative adjustment is the key reason why the
Council’s budget has effectively underspent this year.

Borrowing and funding sources

The Prudential Borrowing system enables councils to borrow for capital investment without
Government consent, as long as they can afford to service the debt. Before 2005/06 the
Council did not exercise its powers to borrow for expenditure not supported by Government
grant. However, primarily to provide funding for the schools modernisation programme in
the capital programme, from 2005/06 the County Council borrowed without grant funding
support. At the end of 2015/16 the County Council’s capital financing requirement was
£287.3m, with just under £39m relating to PFI schemes and finance leases. Total external
borrowing was £184.3m externally, with the remainder financed temporarily from internal
balances.
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NARRATIVE STATEMENT TO THE ACCOUNTS

Provisions, contingencies and write-offs

Movements in provisions, contingent and other long-term liabilities are disclosed in the notes
to the financial statements. There have been no material changes in amounts during the
year.

During the year the council wrote-off £58k of trade debt that was deemed irrecoverable.
Changes in statutory functions

There were no changes in statutory functions that require disclosure during the year.

Events after the balance sheet date

There were no significant events between the balance sheet date and the approval of these
financial statements which would require disclosure or adjustment of the statements.

However we were informed in May 2016 by the scheme administrator of Municipal Mutual
Insurance (MMI) that our levy has been raised to 25% and a further demand of £272k was
received in relation to 2015/16. Dorset County Council has sufficient funds to meet this
further payment in its earmarked reserves and thus no further provision is required. See
note 40 of these accounts for further details.

Adopting the measurement requirements of the Code of Practice on Transport
Infrastructure Assets

CIPFA/LASAAC has agreed that the 2016/17 edition of the Code will adopt the
measurement requirements of the CIPFA Code of Practice on Transport Infrastructure
Assets, as amended in 2013 (or any subsequent amendments to that Code that may be
issued) ie measurement on a Depreciated Replacement Cost (DRC) basis. This change will
constitute a change in accounting policy from 1 April 2016 and therefore should require full,
retrospective restatement in accordance with the requirements of IAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors and IAS 1 Presentation of Financial
Statements as adopted by this Code.

However, exceptionally, the 2016/17 Code will include an adaptation to IAS 1 for the
transition for the move to measuring the Highways Network Asset at Depreciated
Replacement Cost so that there is no requirement to restate the preceding year information
or for an opening balance as at 1 April 2016. The change will therefore be accounted for as
an adjustment to opening balances as at 1 April 2016.

Pension Fund

The recovery in global financial markets since the major fall in market values in 2008/09 has
slowed in 2015/16. Note 7 on page [73] shows that the Fund as a whole had investment
assets of £2.276bn at 31 March 2016, marginally down from £2.325bn at 31 March 2015 but
still significantly ahead of the £0.999bn low of the financial crisis at 31 March 2009. Note 12
details the pension performance of the Fund for the year to 31 March 2016, which showed a
total positive return of 0.08% against a benchmark of minus 0.92%. The triennial valuation
conducted by the Fund’s actuary as at 31 March 2013 showed an increase in liabilities and
at this valuation the net liabilities were valued at £444m, up from £434m as at the 31 March
2010 valuation. This resulted in the Fund having a funding level of 82%, meaning the
investment asset value was 82% of the total liabilities. The liabilities are long term in nature
and represent all future retirement commitments, meaning that there is not an immediate
problem for the Fund. The valuation in part has been affected by the historically low
discount rate (related to bond yields) used in the calculations. Currently the cash flow
continues to be positive with the Fund receiving more cash in the form of contributions from
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employees and employers, than it pays out in the form of pensions. In addition to this,
surplus investment returns add to the positive cash flow position. The next actuarial
valuation, as at 31 March 2016, will be provided by the fund Actuary during 2016.

Basis of preparation
The accounts for 2015/16 are prepared in accordance with:

e the Accounts and Audit Regulations 2015

e the CIPFA Code of Practice on Local Authority Accounting 2015/16

e the CIPFA Service Reporting Code of Practice (SERCOP) for the Comprehensive
Income and Expenditure Statement.

This narrative statement provides context for the financial performance of the Council for the
financial year and for its financial position as at 31 March 2016. In addition, separate
summarised accounts are included in this document for the Dorset Pension Fund. Each set
of accounts has its own explanatory notes, which provide further information.

The Primary Financial Statements comprise:

i) Comprehensive Income and Expenditure Statement (Pages 34 to 37)

This statement summarises the Council’s total income and expenditure for the year.
The statement shows the cost for the year of providing services in accordance with
generally accepted accounting practices (under IFRS), rather than the amount to be
funded from taxation. Authorities raise taxation to cover expenditure in accordance
with regulations - which is different from the accounting cost. The difference between
the accounting cost and costs chargeable to taxation are adjusted through the
statement of movement in reserves.

There are separate statements are for DCC as a single-entity and the DCC group.
i) Balance sheet (Page 38)

The balance sheet shows the value of assets and liabilities recognised by the County
Council at a specific point in time. The net assets of the Authority (assets less
liabilities) are matched by the reserves held. Reserves are reported in two categories.
The first category, usable reserves, are those that the Authority may use to provide
services - subject to the need to maintain a prudent level of general funds. The second
category, unusable reserves, comprises funds that the Authority is not able to use to
provide services. This category includes reserves such as unrealised gains and losses
(for example the Revaluation Reserve) where amounts would only become available to
provide services if the assets were to be 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 balance sheet identifies, in columnar format, the financial position both for DCC as
a single-entity and for the DCC group.

i) Statement of Movement in Reserves (Pages 39 to 40)

This statement shows the movement in the year on the different reserves held by the
County Council, analysed into usable and unusable amounts. The Surplus or (Deficit)
on the Provision of Services line shows the true economic cost of providing the
Authority’s services, more details of which are shown in the Comprehensive Income
and Expenditure Statement. These are different from the statutory amounts required to
be charged to the General Fund for taxation purposes.
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The Statement of Movement in Reserves identifies, in columnar format, the financial
position both for DCC as a single-entity and for the DCC group

iv) Cash Flow Statement (Page 41 to 42)

The Cash Flow Statement shows the changes in cash and cash equivalents of the
Authority during the reporting period. The statement shows how the County Council
generates and uses cash and cash equivalents by classifying cash flows under a
number of specified headings.

There are separate statements are for DCC as a single-entity and the DCC group

v) Notes to the Financial Statements (Pages 43 to 68)

These give further information and explanations of the figures in the primary financial
statements. There are disclosures covering the single-entity and consolidated (group)
information.

vi) Dorset County Pension Fund Accounts and Notes (Pages 69 to 81)

These summarise income and expenditure transactions and net worth of the Dorset
Pension Fund, followed by further explanatory notes relevant to the Pension Fund.

Richard Bates
Chief Financial Officer

Trevor Jones
Chairman of the Audit & Governance Committee
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STATEMENT OF RESPONSIBILITIES

The following statement describes the respective responsibilities of the
County Council and the Chief Financial Officer for the Financial
Statements.

The County Council is responsible for:

securing appropriate arrangements for the proper administration of its
financial affairs and ensuring that the nominated officer, namely the
Chief Financial Officer, has the responsibility for them;

managing its affairs so as to ensure the economic, effective and
efficient use of resources and the safeguarding of assets;

approving the Financial Statements.

Further information about policies, procedures, publications and contact
details for the County Council and other relevant local authorities can be
found on the dorsetforyou.com web site.
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The Chief Financial Officer is responsible for:

the preparation of the Council's Financial Statements (including those
of the Dorset County Pension Fund) so as to ensure they give a true
and fair view of the financial position at the accounting date and its
income and expenditure for the year;

selecting suitable accounting policies and applying them consistently;
making reasonable and prudent judgements and estimates;
complying in all material aspects with the Code of Practice on Local
Authority Accounting in the United Kingdom and Best Value
Accounting;

keeping proper, up to date, accounting records, and taking reasonable
steps for the prevention and detection of fraud and other irregularities.
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STATEMENT OF ACCOUNTING POLICIES

1 INTRODUCTION

These accounts have been prepared in accordance with the principles recommended in the (IFRS Compliant) Code of Practice on Local Authority Accounting
(The Code) and the Service Reporting Code of Practice (SERCOP), issued by the Chartered Institute of Public Finance and Accountancy (CIPFA). In
complying with The Code, these Financial Statements also comply with International Financial Reporting Standards (IFRS) as they apply to Local Authorities
in England.

2 ACCOUNTING CONVENTIONS & MEASUREMENT BASES

The Financial Statements of the Authority are prepared on the basis of historic cost except where disclosed otherwise in Accounting Policies or notes, or
where required by IFRS. Areas where there is divergence from the historic cost convention typically include the revaluation of property, plant and equipment;
inventories and certain financial assets and liabilities. The Financial Statements have been prepared with due regard to the pervasive accounting concepts of
accruals, going concern and primacy of legislative requirements.

3 REVENUE RECOGNITION

The revenue recognition principle is a cornerstone of accrual accounting and determines the accounting period in which revenues and expenses are
recognised. The County Council's policy is that revenues are recognised when they are realisable and are earned (usually when goods are transferred or
services rendered), no matter when cash is received.

4 CHANGE OF ACCOUNTING POLICIES

Accounting policies are the specific principles, bases, conventions, rules and practices applied by an entity in preparing and presenting Financial Statements.
An entity is permitted to change an accounting policy only if the change is required by a standard or interpretation; or results in the Financial Statements
providing reliable and more relevant information about the effects of transactions, other events or conditions on the entity's financial position, financial
performance, or cash flows.

If a change in accounting policy is required by a change in reporting standards, the change is accounted for as required by that new pronouncement. If the
new pronouncement does not include specific transition provisions, then the change in accounting policy is applied retrospectively. Retrospective application
means adjusting the opening balance of each affected component for the earliest prior period presented, along with other comparative amounts disclosed for
each prior period presented, and restating them as if the new accounting policy had always been applied.

5 PRIOR PERIOD ADJUSTMENTS

Prior period adjustments are material adjustments applicable to prior periods arising from either changes in accounting policies, or the correction of material
errors. Prior period adjustments are accounted for by restating the comparative figures for each prior period presented in the primary statements and notes
and adjusting the opening balances for the current period for the cumulative effect.

6 EVENTS AFTER THE BALANCE SHEET DATE
These are defined as events, which could be favourable or unfavourable, that occur between the end of the reporting period and the date that the Financial
Statements are authorised for issue.
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An adjusting event is an event that provides evidence of conditions that existed at the end of the reporting period, including an event that indicates that the
going concern assumption in relation to the whole or part of the enterprise is not appropriate. An adjusting event is one where the Financial Statements are
adjusted to reflect the event.

A non-adjusting event is an event that is indicative of a condition that arose after the end of the reporting period. Non-adjusting events are disclosed in the
Financial Statements if it is considered that non-disclosure would affect the ability of users to make proper evaluations and decisions, but the Financial
Statements themselves are not adjusted to include the financial impact of it.

7 FINANCIAL INSTRUMENTS
In accordance with IFRS 7 and IFRS 9, financial assets and financial liabilities are recognised in the Authority’s Balance Sheet when the Council becomes a
party to the contractual provisions of the instrument.

Financial assets

The Authority has three classes of financial assets being:
(a) cash and cash equivalents

(b) investments

(c) trade receivables.

Trade receivables are recorded within debtors and payments in advance and disclosed separately in note 34.
Investments are shown either as long term investments or temporary investments in the Balance Sheet and analysed in note 31.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each Balance Sheet date. Financial assets are impaired where there is objective evidence that,
as a result of one or more events that occurred after the initial recognition of the financial asset, the estimated future cash flows of the investment have been
impacted. For certain categories of financial asset, such as trade receivables, assets that are assessed not to be impaired individually are subsequently
assessed for impairment on a collective basis. The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of a provision account (though this itself netted off within the
receivables total). Changes in the carrying amount of the provision account are recognised in the Comprehensive Income & Expenditure Statement.

Cash and cash equivalents

Cash is defined as cash in hand and deposits with any financial institution repayable without penalty or notice of not more than 24 hours. Cash equivalents
are investments that mature in 3 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.
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Financial liabilities
The Authority’s financial liabilities are classified within the other creditor or liability headings as appropriate and disclosed within the notes to the Financial
Statements.

Short term financial liabilities
Short term liabilities including short term borrowing and trade payables are carried at fair value.

Long term financial liabilities

Borrowings are initially measured at fair value, net of transaction costs. PFI liabilities are subsequently measured at amortised cost using the effective interest
method, with interest expense recognised on an effective yield basis. The effective interest method is a method of calculating the amortised cost of a
financial liability and of allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability.

8 CONTINGENT LIABILITIES
In accordance with IAS 37, a contingent liability is:

(a) a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the authority, or;

(b) a present obligation that arises from past events but is not recognised because;

(i) it is not probable that an outflow of resources embodying economic benefits or service potential will be required to settle the obligation, or;

(i) the amount of the obligation cannot be measured with sufficient reliability.

No provision is made in the accounts for contingent liabilities. Details of any other liabilities are disclosed in the notes to the Financial Statements.
9 AGENCY ACCOUNTING

Council Tax revenue is reported in the Comprehensive Income and Expenditure Statement on a full accruals basis. The Authority also shows a share of the
Billing Authorities debtors and creditors for Council Tax, proportionate to the relative demand on the Collection Fund.
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10 REVENUE EXPENDITURE FUNDED FROM CAPITAL UNDER STATUTE (REFCUS)

Where capital expenditure does not result in the acquisition of a non-current asset, or is incurred on an asset not belonging to the County Council (such as a
Voluntary Aided school), the expenditure is charged directly to the relevant service in the year it occurs, with the necessary appropriations from the Capital
Adjustment Account shown in the Statement of Movement in Reserves.

11 INTANGIBLE ASSETS

i Recognition

Expenditure on the purchase of computer software licences is capitalised as intangible non-current assets. Internally developed intangible assets can only be
capitalised where they satisfy the criteria set out in IAS 38. There are no such assets for Dorset County Council.

ii Measurement
Purchased intangible assets are capitalised at cost, and are unlikely to be revalued unless there is a readily ascertainable market value.

iii Amortisation
Intangible assets are amortised on a straight line basis over their useful economic lives, with no residual value. Intangible assets are amortised over periods
ranging from 2 to 4 years.

iv Charges To Revenue
Capital charges to services are for depreciation or impairment. These charges are reversed in the Statement of Movement in Reserves (General Fund
Balance) so the cost to the local taxpayer is unaffected by capital accounting requirements.

v Impairment
Impairment of intangible assets is taken to the Revaluation Reserve in the first instance, and will only be charged to Surplus or Deficit on the Provision of
Services once the balance on the reserve in relation to the intangible asset has been reduced to zero.

Vi Reversal of impairment
Intangible assets are reviewed annually to determine whether there is any indication that an impairment loss recognised in earlier periods for an asset may no
longer exist or have decreased. If any such indication exists, the recoverable amount of that asset is estimated.

The reversal of an impairment loss of an asset (previously recognised in Surplus or Deficit on the Provision of Services) is only permitted to be recognised if
there has been a change in the estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. If there is an
indication that the impairment loss recognised for an asset may no longer exist or may have decreased, this may indicate that the useful life, the depreciation
method or the residual value need to be reviewed, even if no impairment loss is reversed for the asset.

The reversal of an impairment loss previously recognised in Surplus or Deficit on the Provision of Services shall not exceed the carrying amount that would
have been determined (net of amortisation or depreciation) had no impairment loss been recognised for the asset in prior years. Any excess above the
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carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss been recognised for the asset in prior years is
treated as a revaluation gain and charged to the Revaluation Reserve.

12 FOREIGN CURRENCY TRANSLATION

In accordance with IAS 21, income and expenditure arising from transactions in foreign currency are translated into sterling at the exchange rate in operation
on the date on which the transaction occurred. Balances denominated in a foreign currency are translated at the prevailing exchange rate at the Balance
Sheet date.

13 GRANTS & THIRD PARTY CONTRIBUTIONS

All grants and contributions are realised in the Comprehensive Income & Expenditure Statement once there is reasonable assurance that any conditions
applying to the income will be fulfilled, in accordance with IAS 20. Capital grant is initially transferred to the Capital Grants Unapplied Account. When the
associated capital expenditure has been incurred, the grant is transferred to the Capital Adjustment Account. Unspent revenue grants are transferred to an
earmarked revenue reserve. Once the expenditure is incurred the reserve is applied to fund that expenditure.

14 INTEREST

Interest receivable on temporary investments is reported in the Comprehensive Income & Expenditure Statement in the period to which it relates. Interest
payable on external borrowing is fully accrued in order that the period bears the full cost of interest relevant to actual borrowing. Other types of interest (e.g.
for finance leases) are reported in service accounts. An analysis of all interest payable is disclosed in the notes to the Financial Statements.

15 INVESTMENTS

The Authority holds no investments in companies or marketable securities. Short-term cash surpluses are invested with other Local Authorities, banks and
building societies in accordance with the CIPFA Code on Treasury Management as detailed in the notes to the Financial Statements. Details of investments
held by the Pension Fund are disclosed in the notes to the Pension Fund Financial Statements.

16 LEASES
In accordance with IAS 17, leases are classified as finance leases when substantially all the risks and rewards of ownership transfer to the lessee. All other
leases are classified as operating leases.

For operating leases where DCC is the lessee, lease payments are recognised as an expense in the Comprehensive Income & Expenditure Statement over
the life of the lease on an accruals basis.

For finance leases where DCC is the lessee, at the start of the lease term, the Authority records an asset and a corresponding liability at the lower of the fair
value of the asset and the present value of the minimum lease payments. Finance lease payments are apportioned between the finance charge and the
reduction of the outstanding liability so as to produce a constant periodic rate of interest on the remaining balance of the liability. Depreciation on finance
leases is consistent with that for other property, plant and equipment.
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For operating leases, where Dorset County Council is the lessor, lease receipts are recognised as income in the Comprehensive Income & Expenditure
Statement over the life of the lease on an accruals basis. Where Dorset County Council is the lessor for a finance lease, at the commencement of the lease
term, the Authority records a finance lease in the Balance Sheet as a receivable, at an amount equal to the net investment in the lease.

The Authority recognises finance income based on a pattern reflecting a constant periodic return on its net investment outstanding in respect of the finance
lease.

Land and buildings elements of a lease of land and buildings are classified and accounted for separately. Leased land is always treated as an operating
lease; buildings are assessed separately to determine whether they are finance or operating leases.

17 LEASE TYPE ARRANGEMENTS
IFRIC4 sets out the principle that in recent years, arrangements have developed that do not take the legal form of a lease, but which convey rights to use
assets in return for a payment, or series of payments. Such arrangements are deemed to be leases where:

(a) fulfilment of the arrangement depends on a specific asset
(b) the arrangement conveys a right to control the use of the asset.

In such cases, the transaction is deemed to be a lease and is assessed as to whether it is an operating or finance lease and accounted for accordingly.
Dorset County Council has no such arrangements in place.

18 PFl Schemes

The County Council is party to two long term contracts under the Private Finance Initiative (PFIl); one for the provision of a replacement secondary school, the
other for the provision of street lighting. The Authority accounts for both of these schemes in accordance with IFRIC 12 (Service Concessions). Both
schemes are recorded as assets in the Council's Balance Sheet with corresponding liabilities which are discharged over the period of the contract.

19 OVERHEADS (SUPPORT COSTS)

Support Services are corporate activities of a professional, technical and administrative nature that are carried out in support of the direct service provision of
the Authority. The Service Reporting Code of Practice requires Authorities to adopt consistent policies when allocating the costs of these services to users.
These activities are fully allocated over all services on the basis of use. Time recording systems are operated by central support services to enable more
accurate recharges of costs to customers. Charges for office accommodation are based on the floor area allocated to services. Other centrally provided
services are recharged on the basis of actual usage, e.g. IT Services, or by direct charges to customers, e.g. printing.

Service level agreements defining the agreed quantity, cost and types of service to be provided for individual managers are also used in relation to the limited

number of internal trading organisations operated by the Council. Contractual agreements have been established by a number of Directorates of the Authority
to provide services to, amongst others, further education colleges, Care South, Dorset Police and Dorset Fire Authority.

25



61 obed

STATEMENT OF ACCOUNTING POLICIES

Some overheads are not apportioned, recognising the Council’s status as a multi-functional, democratic organisation. These costs are shown as part of the
Net Cost of Services under the Corporate and Democratic Core heading in the Comprehensive Income & Expenditure Statement, along with certain other
non-distributed costs relating to pension benefits.

20 PENSIONS
The cost of pensions is accounted for in accordance with IAS 19.

The net total of the following amounts is recognised in the Surplus or Deficit on the Provision of Services except to the extent that the Code requires or
permits their inclusion in the cost of an asset:

a) current service cost

b) interest cost

¢) the expected return on any plan assets and on any reimbursement right recognised as an asset
d) past service cost

e) the effect of any curtailments or settlements.

21 PROVISIONS

In accordance with IAS 37, the County Council maintains provisions to meet liabilities arising from past events, where it is deemed that there will be a future
obligation, but the timing and precise amount are uncertain. The adequacy of the County Council’s provisions is reviewed annually. Provisions are measured
at the present value of the expenditure required to settle the obligation, where the time value of money is significant.

The Council maintains external insurance only for major risks, self-funding the remaining significant elements of risk. A provision has been established to
meet insurance liabilities not covered externally. Provisions are separately disclosed on the face of the Balance Sheet, classified as to current or non-current
liabilities (all are deemed to be current liabilities).

22 REDEMPTION OF DEBT

The County Council finances a proportion of its capital spending by borrowing and is required to charge a prudent percentage of the previous year’s Capital
Financing Requirement in the Comprehensive Income & Expenditure Statement in each financial year. Details are shown in the notes to the Financial
Statements.

23 RESERVES

A number of earmarked reserves have been established to meet future expenditure. These include reserves to finance particular capital projects and
reserves to smooth irregular expenditure. Many new reserves were established with the transition to IFRS, due to the change in accounting policy for grants
and other contributions.
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Reserves which are the result of IFRS compliance (rather than reserves held for designated purposes by the Authority) continue to be shown separately
within note 51.

24 INVENTORIES
In accordance with IAS 2, stocks and stores held at the year-end are valued at the lower of cost and net realisable value. Certain minor stocks are not valued
(e.g. stationery) and are therefore excluded from the Balance Sheet. The requirement for stock is regularly reviewed.

25 PROPERTY, PLANT & EQUIPMENT

i Recognition

The Code requires Authorities to maintain asset registers to record information on their capital assets. These assets are valued and revalued periodically by
professional valuers, for inclusion in the Balance Sheet in accordance with IFRS 13 and IAS 16.

A de-minimis level of £25,000 has been applied to Land and Buildings. There is no de-minimis for other asset classes.
Property, plant and equipment is capitalised if:

) it is held for use in delivering services or for administrative purposes

) it is probable that future economic benefits will flow to, or service potential will be supplied to the Authority
) it has a useful economic life of more than one year

) the cost of the item can be measured reliably.

(a
(b
(c
(d

The main assets will be classified as follows (RICS Valuation — Professional Standards UK 2014 — UK Appendix 5: 2.1):

Property, plant and equipment (PPE):

These assets form the majority of the County Council’s portfolio and are used in the delivery of services and/or the production of goods. These operational
assets may be rented to others, but would not be held solely for that purpose or they would be re-classified as investment assets (INV). The County Council
holds no investment assets which fall to be valued in the 2016 valuation report.

PPE assets are tangible fixed assets that bring longer-term economic benefits or service potential to the authority

Property, plant and equipment - Surplus (PPES):

Surplus Assets are formerly PPE assets which have been declared surplus to service needs and the needs of the County Council. These are non-operational
assets which are yet to meet the criteria of asset held for sale (AHS)

Assets held for sale (AHS):
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Assets held for sale is the next classification afforded to PPES assets which are being marketed for disposal. The asset must be immediately available for
sale and the sale of the property must be highly probable and anticipated to be within a year. AHS should be measured at the lower of carrying amount and
fair value less costs to sell.

ii Measurement

Assets will be valued to either Fair Value (FV) or Current Value (CV):

Fair Value (FV) - defined under IFRS as: ‘The price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date’. Fair Value applies to the measurement of PPES and AHS categories of assets. For most practical purposes
the figure to be reported as the Fair Value of an asset is likely to be conceptually the same as that which would be reported as market value and implies the

highest and best use of that asset in the principal or most advantageous market.

Current Value (CV) — defined as: the amount that would be exchanged for the asset in its existing use. Several methods are identified as appropriate for
arriving ata CV

Existing Use Value (CVEUV) - is to be used only where the asset is occupied by the authority and which provides a service potential where an active market
exists. EUV is defined as: The estimated amount for which a property should exchange on valuation date between a willing buyer and a willing seller in an
arm's-length transaction after proper marketing and where the parties had acted knowledgeably, prudently and without compulsion, assuming that the buyer
is granted vacant possession of all parts of the asset required by the business, and disregarding potential alternative uses and any other characteristics of the
asset that would cause its market Value to differ from that needed to replace the remaining service potential at least cost.

Depreciated Replacement Cost (CVDRC) is a method of valuation which provides the current cost of replacing an asset with its modern equivalent asset less
deductions for all physical deterioration and all relevant forms of obsolescence and optimisation. Where DRC is used as the valuation methodology the
‘instant build’ approach is used. This method of valuation is applied to assets for which there is a good degree of observable specialisation or for which there
is no readily reliable or observable market data.. It should be noted that the DRC method of valuation does not represent the figure that could be achieved if
the asset were to be placed on the market for sale. It is a representation of the value of the asset to the authority while it is providing service potential.

Assets are re-valued with sufficient regularity to ensure that the carrying amount (net book value) of an asset does not differ materially from that which would
be determined at the end of the financial year in which the 2016 valuation report is prepared.

Comparable evidence, BCIS build costs and Baseline build costs will be compiled and assessed and utilised as appropriate to provide the values for each

asset. Dorset Property Buildings and Design services will be utilised to provide component details for each asset as required, including updates to previously
componentised assets as required and where replacement of elements has occurred.
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In respect of DRC valuations the Valuer will rely on projected BCIS data utilising the first quarter 2015 average prices index for the relevant class of asset.
Due regard will be given to the Baseline cost directive where appropriate.

In respect of DRC calculations where multiple age buildings exist on one site, an average age and obsolescence factor will be applied, taking into account the
age and type of structures and the anticipated replacement cycle of the asset as assessed by the service head/asset team

Valuations of land may include calculations utilising a Residual Valuation approach to arrive at a Fair Value where there is limited suitable comparable data to
available.

Section 2.10.2.29 of the Code iterates IFRS 13 in the provision of valuation hierarchy levels for assets classified as PPES and AHS to increase consistency
and comparability in fair value measurements and related disclosures. These are categorised into three levels

Level 1 Inputs — quoted prices (unadjusted) in active markets for identical assets or liabilities that the authority can access at the measurement date
Level 2 Inputs — inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly.
Level 3 Inputs — unobservable inputs for the asset or liability.

The highest priority is given to quoted prices (unadjusted) in active markets for identical assets or liabilities and lowest priority to unobservable inputs. The
assets valued in the 2016 valuation report are not identical and therefore hierarchy 1 reporting and disclosure is not possible. All assets held at PPES and
AHS attract a hierarchy level 2 unless specifically stated in the special assumptions of the 2016 valuation report

Where the MV of an asset valued using the DRC method is:
e significantly lower than that attributed to the continued occupation and use by the authority it will be noted in the notes section of the summary
valuation.
e significantly higher for a readily identifiable use the value will also be given in the same notes section.

County Farms are categorised as Property Plant and Equipment (PPE) and have been valued on a CVEUV basis as tenanted farms to be re-let on a rolling
and planned basis for the foreseeable future due to established County Council policy drivers. There will be occasional rationalisation of farm units which may
release additional value but which would not be appropriate to report against any of the assets due to the overriding principle of maintaining a County Farm
asset base. The County Farms are valued using capitalised net income flows: this approach excludes any alternative use, FV basis or break-up value: if those
policies were reversed all County Farms would display considerably higher FV figures

At the end of April 2016 the Valuer undertook an impairment or material economic change review to ensure that assets are carried at no more than their

recoverable amount (i.e. the amount to be recovered through use or sale of the asset). This year end assessment is required to indicate if an asset might be
impaired or had any material economic change to its value.
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iii Impairment

Assets are reviewed annually for evidence of impairment. Impairment is the reduction in the recoverable amount of a non-current asset below the amount at
which it is being carried in the Balance Sheet. It can be the result of physical damage, use, obsolescence or the passing of time. If any indication of
impairment exists, the recoverable amount is estimated. Upward revaluation of an asset is matched by an increase to the Revaluation Reserve to reflect an
unrealised gain. Where an asset is impaired (downward revaluation), the value of the asset is written down to the recoverable amount as soon as the
impairment is recognised. Impairment losses on revalued assets are recognised in the Revaluation Reserve, up to the amount in the Reserve for each
respective asset and thereafter charged to Surplus or Deficit on the Provision of Services.

iv Reversal of impairment
Assets are reviewed annually to determine whether there is any indication that an impairment loss recognised in earlier periods for an asset may no longer
exist or have decreased. If any such indication exists, the recoverable amount of that asset is estimated.

The reversal of an impairment loss of an asset (previously recognised in Surplus or Deficit on the Provision of Services) is only permitted to be recognised if
there has been a change in the estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised.

If there is an indication that the impairment loss recognised for an asset may no longer exist or may have decreased, this may indicate that the useful life, the
depreciation method or the residual value need to be reviewed, even if no impairment loss is reversed for the asset.

The reversal of an impairment loss previously recognised in Surplus or Deficit on the Provision of Services shall not exceed the carrying amount that would
have been determined (net of amortisation or depreciation) had no impairment loss been recognised for the asset in prior years. Any excess above the
carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss been recognised for the asset in prior years, is
treated as a revaluation gain and charged to the Revaluation Reserve.

v Disposals
Capital receipts from the disposal of property and other assets owned by the Council, less up to 4% of the cost of the sale, are credited to the usable capital
receipts reserve and used to finance new capital expenditure.

Vi Gains and losses on disposal of assets

A gain or loss arises when the proceeds from the sale of an asset differ from the net book value of that asset in the Balance Sheet. The gain or loss is shown
in the Other Operating Income & Expenditure section of the Comprehensive Income & Expenditure Statement and reversed out in the Statement of
Movement in Reserves (General Fund Balance).

vii Depreciation

Tangible non-current asset depreciation is charged in the Comprehensive Income & Expenditure Statement where the assets have a finite useful life. This
includes buildings in accordance with the requirements of IFRS. As part of the annual valuation of assets, the Valuation and Estates Manager determines the
estimated useful life of the properties.
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The depreciation charge is based on equal annual instalments over the expected life of the asset with no allowance for residual value. Generally, vehicles
and equipment are depreciated over periods of 2 to 10 years and buildings over periods of 20 to 60 years. No depreciation charge is made for land or
community assets. Infrastructure assets are treated on a pooled basis and are depreciated on a reducing balance basis.

viii Charges to revenue
Capital charges to services are for depreciation and/or impairment only. These charges are reversed in the Statement of Movement in Reserves (General
Fund Balance) in order that the cost to the local taxpayer is unaffected by capital accounting requirements.

ix Subsequent expenditure

Where subsequent expenditure enhances an asset beyond its original specification, the directly attributable cost is capitalised. Subsequent expenditure
which does not add to the future economic benefits or service potential of the asset, is expensed in the Comprehensive Income and Expenditure Statement in
the year in which it is incurred.

X Componentisation

Component accounting has applied (prospectively) since 1 April 2010. Component accounting is the separate recognition of two or more significant
components of an asset for depreciation purposes (ie as if each component were a separate asset in its own right) where the useful life is substantially
different.

Each part of an item of property, plant or equipment with a cost that is significant in relation to the total cost of the item is depreciated separately. Assets are
reviewed for componentisation whenever they are acquired, revalued, or enhanced.

The annual valuation exercise that is carried out by the Authority revalues a proportion of the Council's assets each year. A policy for assessing these assets
for componentisation was developed with the Valuations & Estates Team and approved by the Auditors in 2010/11. This looks at componentising over a six
year period.

Xi Component derecognition

Where a component is replaced or restored, the carrying amount of the old component is derecognised to avoid double-counting and the new component
reflected in the carrying amount, subject to the recognition principles set out in accounting policy 26(i) and 26(ix). This includes derecognition of parts of an
asset not previously recognised as a separate component, the componentisation of which has been triggered by the replacement or restoration.

xii Residual values

DCC does not use residual values in its asset accounting or depreciation calculations. The accounting policy is to depreciate the full cost of the asset over
the useful economic life.
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26 DONATED ASSETS

Donated assets, transferred to the Authority for nil consideration, are recognised immediately at fair value as assets on the Balance Sheet. The asset is
recognised in the Comprehensive Income & Expenditure Statement as income unless the transfer has a condition that the Authority has not satisfied. In
which case the asset is credited to the Donated Assets Account and recognised in the Comprehensive Income & Expenditure Statement once the condition
has been met. Donated assets are valued, depreciated and impaired in accordance with the accounting policies for other noncurrent assets.

27 VAT
Income and Expenditure excludes any amounts relating to VAT, as all VAT collected is payable to HM Revenue and Customs and all VAT is recoverable from
them.

28 HERITAGE ASSETS

FRS 30 defines a heritage asset as one with historical, artistic, scientific, technological, geophysical or environmental qualities that is held and maintained
principally for its contribution to knowledge and culture. The Code offers further interpretation of this definition: "heritage assets are those assets that are
intended to be preserved in trust for future generations because of their cultural, environmental or historical associations. They are

held by the reporting entity in pursuit of its overall objectives in relation to the maintenance of heritage."

DCC has interpreted this to mean that an asset is not classified as a heritage asset merely because it has certain qualities (e.g. a listed building). It is the
intention to preserve the asset for future generations that is important, coupled with a demonstrable contribution to knowledge and culture.

Operational heritage assets have always been shown in the Balance Sheet under their appropriate classifications. These assets continue to be shown in this
way and carried in accordance with the other asset accounting policies set out herein. FRS 30 and the Code (4.10.2.7) do not apply to such assets.

Heritage assets (other than operational heritage assets) are measured at a valuation in line with FRS 30. The standard states that the valuation may be
made by any method that is appropriate and relevant. Buildings are valued at depreciated replacement cost. Other Heritage assets are not deemed to have
a material value and the cost involved in valuing them would be disproportionate to the benefit received by the users of these Financial Statements.

Dorset also owns significant volumes of archive information and collections. These are not included in the Balance Sheet as the cost of valuation would not
be commensurate with the benefits of the information and the valuations would not be readily ascertainable in many cases.

29 INVESTMENT PROPERTY

Investment property is defined by IAS 40 as property (land or a building, or part of a building, or both) held to earn rentals or for capital appreciation or both,
rather than for:

(a) use in the production or supply of goods or services or for administrative purposes, or

(b) sale in the ordinary course of operations.
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Changes to fair value of Investment Property are taken to Surplus or Deficit on the Provision of Services and then reversed out to the Capital Adjustment
Account.

30 ACQUIRED AND DISCONTINUED OPERATIONS

Activities are considered to be acquired only if they are acquired from outside the Public Sector. The Code does not include local government reorganisation
since any ‘machinery of government’ changes are neither acquired nor discontinued operations. Similarly, activities are deemed to be discontinuing only if
they are transferring outside of the Public Sector, or if they are ceasing completely.

Notwithstanding this, note 5 provides information about schools which achieved/plan to achieve Academy status in 2015/16 and 2016/17.

31 EMPLOYEE BENEFITS

Salaries, wages and employment-related payments and any termination benefits are recognised in the period in which the service is received from
employees. Annual leave not taken at the end of the financial year is accrued for in the Surplus or Deficit on the Provision of Services, in accordance with
IAS 19.

32 DCC GROUP - BASIS OF CONSOLIDATION
DCC Group Accounts have been produced using the Equity Method of consolidation. The DCC Group position is shown either in separate, or alongside the
Authority only single-entity Financial Statements. Disclosure notes to the Accounts relate to the Authority single-entity only unless otherwise stated.

33 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR DCC GROUP ACCOUNTS
The accounting policies of Tricuro Support Ltd joint venture are aligned where applicable with those of Dorset County Council.

33



COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

2014/15

Net
£'000

14,132
43,596
115
291
242
3,326
19,774
1,448
2,504
647
491
363
2,137
13,189
2,133
16,479

(20)

(36)

2,681
2,042
2,759
1,220

191
237
737

101,943
1,742
87,046
4,964
5,768
(197,257)
12,184
2,877
4,221
274
7,341
1,652
23,703
3,180
3,721
1,335
14,498
16,008
3,286
1,424
1,620
564

1,027

447
1,818
6,673

Spending Gross Spending, Gross Income, Grants & Net Expenditure on
Continuing Operations

Adult Social Care
Physical Support (18-64)
Physical Support (65+)
Sensory Support (18-64)
Sensory Support (65+)
Memory & Cognition (18-64)
Memory & Cognition (65+)
Learning Disability (18-64)
Learning Disability (65+)
Mental Health (18-64)
Mental Health (65+)
Substance Abuse
Support for Carers
Assistive Equipment & Technology
Social Care Activities
Information & Early Intervention
Commissioning & Service Delivery
Public Health
Sexual health
NHS health check programme
Health protection
National child measurement programme
Public health advice
Substance misuse
Smoking & tobacco
Children 5-19 public health programmes
Other public health services
Children 0 - 5 years
Central Services
Democratic Representation and Management
Corporate Management
Non Distributed Costs
Revenue expenditure on surplus assets
Central Services to the Public
Registrars
Emergency Planning
Coroners
Children's & Education Services
Primary Schools - Delegated Budgets
Primary Schools - LEA Expenditure
Secondary Schools - Delegated Budgets
Secondary Schools - LEA Expenditure
Special Schools - Delegated Budgets
Special Schools - LEA Expenditure
Dedicated Schools Grant
Delegated Nursery School Budgets
Early Years Provision
Children's Centres
Adult & Community Learning
Other Services To Young People
Other Strategic Functions - Special Education
Other Strategic Functions - Learner Support
Other Strategic Functions - Access
Other Strategic Functions - LA Education Functions
Service Strategy (Children's Social Care)
Commissioning & Social Work
Children looked after
Family support services
Youth Justice
Other children's & families' services
Children & Young People's Safety
Culture & Related Services
Culture and Heritage
Recreation and Sport
Open Spaces
Library Service

Gross
Spending
£'000

15,073
72,268
260
319
76
6,818
28,583
2,631
2,693
1,527
40
719
4,417
15,104
4,508
17,164

7,198
651
69

48
673
4,968
778
1,326
4,147
5,166

2,538
13,172
3,947
6,490

1,004
381
648

104,012
1,149
72,487
25,208
7,488
1
13,189
3,240
4,157
2,453
6,956
2,486
24,459
4,758
4,336
3,400
15,839
21,366
3,703
1,460
2,241
579

1,521

572
3,200
7,219

2015/16
Income Specific
Grants
£'000 £'000
1,892 604
31,082 3,451

24 -

50 -

13 -
2,064 -
4,452 -

537 -
312 -
382 -
25 -
576 -
427 1,963
571 314
1,303 153
1,603 89
3,304 3,894

299 352

40 29

22 26
311 362

2,174 2,734
357 421
609 717

1,978 2,715

2,398 2,768

5,955 755

1,973 313

30 -
854 -

21 -
5,687 9,841
19 -
3,439 2,727
1,828 10,614
762 856
- 176,297

13 -
372 -

53 -
291 2,127
342 -

59 254
931 73

1,123 500
747 10
239 905

43 -
673 656
132 193

15 170
155 -
152 -
384 -
160 -

1,214 177
570 -

Net
Spending
£'000

12,577
37,735
236
269
63
4,754
24,131
2,094
2,381
1,145
15

143
2,027
14,219
3,052
15,472

60

(546)

2,538
6,462
1,661
6,460

150
360
648

88,484
1,130
66,321
12,766
5,870
1
(176,297)
13,176
2,868
4,104
35
6,614
2,173
23,455
3,135
3,579
2,256
15,796
20,037
3,378
1,275
2,086
427

1,137

412
1,809
6,649
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COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

2014/15 2015/16
Net Gross Income Specific Net
Spending Gross Spending, Gross Income, Grants & Net Expenditure on Spending Grants Spending
£'000 Continuing Operations £'000 £'000 £'000 £'000
Environmental & Regulatory Services
225 Coastal Protection 137 - - 137
- Community Safety (Safety Services) 66 7 45 14
683 Agriculture & Fisheries Services 314 731 - (417)
1,366 Trading Standards 1,471 183 2 1,286
24,439 Waste Disposal 22,752 68 - 22,684
2,623 Recycling 4,788 1,440 - 3,348
160 Street Cleansing 1,808 24 - 1,784
(5,446) Household Waste Collection 9,794 11,316 - (1,522)
212 Trade Waste 1,433 1,894 - (461)
Planning Services
578 Development Control 1,197 251 - 946
1,090 Planning Policy 1,073 144 - 929
334 Environmental Initiatives 2,866 717 893 1,256
5,619 Economic Development 12,826 48 913 11,865
1,131 Community Development 975 57 31 887
(69) Business Support 4 - - 4
Highways and Transport Services
1,718 Transport Planning, Policy and Strategy 1,981 269 507 1,205
19 Structural Maintenance 685 379 - 306
16,868 Capital Charges for construction projects 14,341 3 - 14,338
9,313 Environment, Safety & Routine Maintenance 12,967 2,177 89 10,701
2,043 Street Lighting (including energy costs) 4,834 364 2,546 1,924
884 Winter Service 1,237 260 - 977
693 Traffic management & Road Safety (education/safe routes) 283 14 34 235
2,334 Traffic Management & Road Safety (other) 1,408 6 - 1,402
(316) Parking Services 831 1,342 - (511)
4,377 Public transport: discretionary concessionary fares 4,590 51 - 4,539
2,636 Public transport: support to operators 3,913 126 392 3,395
890 Public Transport Coordination 2,133 334 374 1,425
Housing Services
265 Gypsy Sites/Affordable Housing 432 223 - 209
317,406 Deficit on Provision of Services 674,022 107,469 232,886 333,667
Other Operating Income & Expenditure
2,483 Net loss/(gain) on disposal of non-current assets (341) - - (341)
31,669 Net loss on disposal of Academies 9,580 - - 9,580
605 Levies and Precepts 770 - 112 658
- (Write-back)/impairment re Icelandic Banks (529) - - (529)
Financing & Investment Income & Expenditure
7,494 Interest Payable 7,564 - - 7,564
(804) Interest and Investment Income - 398 - (398)
21,182 Pensions Interest Cost & Expected Return on Assets 21,004 - - 21,004
380,035 Net Operating Expenditure 712,070 107,867 232,998 371,205
Taxation & Non-Specific Grant Income
(45,983) Revenue Support Grant (34,338)
(10,905) Non-Domestic Rates (9,489)
(25,258) Non-Domestic Rates top-up receipts from Central Government (25,740)
(192,743) Council Tax (198,171)
(7,119) Other Central Grants (7,266)
(46,212) Capital Grants (62,543)
(328,220)  Total Finan