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MANAGEMENT COMMENTARY
This management commentary is designed to help users of our Annual Accounts assess how we have 
performed during 2020/21 and to understand our financial performance for the year ended 31 March 
2021. It also outlines our approach to some of the challenges and risks we face as we continue to deliver 
positive outcomes for our communities whilst maintaining financial stability. This has never been more 
important as we move forward into Covid-19 recovery.

Coronavirus (Covid-19)
Last year’s Management Commentary noted the Covid-19 restrictions introduced in March 2020 and gave an overview of the 
early actions we took in response to the pandemic. Little did we know that the pandemic would have such a dreadful impact 
across the globe and on East Ayrshire, our towns and villages and the families and individuals within them. There were many 
strands to our Covid-19 response but this commentary is tasked with providing this information within a financial context. In the 
last year we have seen significant spend due to Covid-19, we have experienced a loss of income as people stayed at home 
and didn’t use our services and there was also substantial grant funding provided to us to enable grants to be paid to support 
businesses and families that were hardest hit by the pandemic.

The regular East Ayrshire Performs report to Elected Members gave updates on our financial position throughout the year and 
provided additional information on Council Tax and rent arrears, Scottish Welfare Fund and Council Tax Reduction applications 
along with a range of other data so that Members could see first-hand the impact that Covid-19 was having throughout East 
Ayrshire. This information led to targeted support as well as a relaxation of follow up on Council Tax and rent arrears recognising 
the pressures that many were facing.

The updates noted that we had provided over 750,000 meals to children and families since March 2020, given financial 
support to businesses that were ineligible for any of the Covid-19 Business Grants, provided energy card top ups to households 
impacted most by Covid-19 and sustained the community larders delivered by our communities. At the same time we saw a 
steady rise in our DWP claimant count, a substantial increase in those claiming Universal Credit and all of this was set against 
data that showed that over 14,000 of our residents had been furloughed from their jobs.

During the year we received £76m of Covid-19 grant funding from the Scottish Government which was then used to provide 
grants in line with government policy. Our General Fund Uncommitted balance began the year at £9.423m and this remained 
steady throughout the year ending slightly up at £9.518m. The 2021/22 Revenue Budget report presented to Council on 4 
March 2021 signalled that the Scottish Government planned to provide substantial funds to councils to enable them to provide 
Covid-19 recovery into the short to medium term and we received a share of £275m, with a share of a further £259m and 
£40m expected in 2021/22. This will enable us to continue to provide support but will have to be carefully managed because 
although the news today is more positive than it was last year, we know that our communities are still suffering the effects of the 
pandemic and that this will last for a considerable time to come.

Moving forward we will continue to review and update our financial plans and modelling to take account of the latest information 
from both Scottish and UK Governments as well as data from other sources to ensure that our plans remain current and accurate. 
Our plans for recovery will align to the actions and objectives contained within our Community Planning Delivery Action Plans that 
will be fundamental in driving our Council and our communities forward, taking account of the benefits that will accrue from a 
wide range of initiatives including the Ayrshire Growth Deal and from community wealth building.
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“East Ayrshire is a place with strong, safe 
and vibrant communities where everyone 

has a good quality of life and access to 
opportunities, choices and high quality 

services which are sustainable, accessible 
and meet people’s needs.”
(Source: East Ayrshire Community Plan 2015 - 2030) 

ABOUT EAST AYRSHIRE
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ABOUT EAST AYRSHIRE

Councillors  
32 elected members
• 14 SNP

• 9 Labour

• 6 Conservative

• 2 Independent 

• 1 Rubbish Party
32

Council workforce 

6,390 employees
• Male: 25.6%
• Female: 74.4%

2020/21 Revenue Budget: 
£352.594m

2020/21 Capital Budget: 
£96.184m

Land Area  490 square miles

Urban Land: 3.4% Rural land: 96.6%

Largest towns :
• Kilmarnock population:   
 46,132
• Cumnock population:   
 8,611

Population: 122,010
    Male:  48.5%
     
    Female: 51.5%
    Ages 0 - 15: 17%  
    Ages 16 - 64:  63%
    Ages 65+:  20%

Economy
• 72.0% adults in    
 employment  
 
• 3,100 businesses operating  
 across the area

Infrastructure
• 301 council buildings
• 12,115 council houses
• 1,207 km of road   
 network

Poverty and 
deprivation:

• 22% datazones in the   
 0 -15% SIMD 2020 most   
 deprived in East Ayrshire

Statistics are based on the most recent 
data available
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Between 2018 and 2028 the number of people living in East Ayrshire is forecast to fall by 1.7%, while the 
population of Scotland is projected to increase by 1.8% over the same period. The projected change is not 
evenly spread across the different age groups and this will significantly impact on the services we provide.

OUR VISION AND PRIORITIES
East Ayrshire Community Plan is recognised by all Community Planning Partners 
as the sovereign strategic planning document for the delivery of public services 
across the local area. The Community Plan sets out how we will work to realise 
our shared Vision for the area for the period from 2015 to 2030.

“East Ayrshire is a place with strong, safe and vibrant 
communities where everyone has a good quality of life and 
access to opportunities, choices and high quality services 
which are sustainable, accessible and meet people’s needs.”

(Source: East Ayrshire Community Plan 2015-2030)

East Ayrshire Community Planning Partnership comprises representation 
from the following organisations: the Council; NHS Ayrshire and Arran; 
Police Scotland (including Police Authority); Scottish Fire and Rescue 
Service; Scottish Enterprise; Ayrshire College; Strathclyde Partnership for 
Transport; Skills Development Scotland; East Ayrshire Health and Social 
Care Partnership; Ayrshire Chamber of Commerce and Industry; Scottish 
Government; Voluntary Action East Ayrshire (Third Sector Interface); and the community 
through representatives of Community Councils and Community Led Action Plans.

The thematic priorities of our Community Plan, which acts as our Corporate Plan, continue to be progressed through the 
implementation of three strategic Delivery Plans, operating for the three-year period 2018-2021 and these are mirrored by our 
management structure as follows:

• Economy and Skills

• Safer Communities

• Wellbeing

 
Our strategic priorities are aligned with the three Community Planning Partnership Board priorities for 2018-2021 and are 
reflected across all of our work:

• Improving outcomes for vulnerable children and young people, with a particular focus on looked after children   
 and young people and young carers.

• Older people: adding life to years – tackling social isolation.

• Community led regeneration – empowering communities and building community resilience.
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OUR PERFORMANCE
Our Annual Performance Report consolidates and summarises our partnership and service performance 
over the year, to support our public performance reporting arrangements. Our annual performance 
reports can be viewed on the Council’s website.

 
Partnership Performance
The Local Outcomes Improvement Plan 2018-2021 (LOIP) underpins our Community Plan and provides the performance 
management framework against which we demonstrate progress and achievement towards improving outcomes for our 
communities and local people. Local outcomes and performance measures identified in our LOIP are linked to the National 
Performance Management Framework, where and when appropriate.

Our annual performance is reported to a joint meeting of the Council and the Community Planning Partnership Board in 
September. The LOIP Improvement Agenda supports our work to improve performance going forward and LOIP Annual Report is 
available at www.east-ayrshire.gov.uk.

The new three year LOIP for the period 2021/22 to 2023/24 was presented to the Council and Community Planning 
Partnership Board on 24 June 2021 for approval as part of the overarching review of the Community Plan.

Service Performance
Service performance is summarised through a range of Statutory Performance Indicators, which are reported to the Council on an 
annual basis. Further information on our services is available on the Council’s website at:  
https://our.east-ayrshire.gov.uk/MyServices

Comparing Our Performance
Our performance is compared through a range of national benchmarking forums, including the Local Government Benchmarking 
Framework (LGBF), as a means of identifying good practice and supporting continuous improvement. Importantly, we use 
benchmarking to support our work to ensure that local communities receive the best possible services and outcomes. 

The latest LGBF data available (2019/20) was published in March 2021 and helps councils to compare their performance 
against a set of efficiency, output and outcome indicators that cover a range of service areas of local government activity. In 
2019/20, 56.3% of our LGBF indicators in East Ayrshire were in the top two quartiles. In addition, we have seen an improving 
longer term trend in 65.0% of performance indicators between 2010/11 and 2019/20, and improving/maintaining 
performance in 52.5% of indicators between 2018/19 and 2019/20. A copy of the 2019/20 LGBF Benchmarking Report 
can be accessed here.

In 2019/20, some examples of where our performance was among the top performing councils in Scotland include:

percentage of 
council dwellings 

that are  
energy efficient

£
cost per dwelling 

of collecting  
Council Tax

sickness/absence 
per employee

cost per  
attendance at 
sports facilities

https://www.eastayrshirecommunityplan.org/Home.aspx
https://our.east-ayrshire.gov.uk/MyServices
https://docs.east-ayrshire.gov.uk/r/?f=https://docs.east-ayrshire.gov.uk/CRPADMMIN/2012%20AGENDAS/GOVERNANCE%20AND%20SCRUTINY/22%20APRIL%202021/2019-20%20statutory%20performance%20indicators.pdf
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East Ayrshire Council
Percentage of LGBF Indicators in Each Quartile  
2017/18 - 2019/20

Performance is reported annually to the Council’s Governance and Scrutiny Committee, following review and extensive analysis of 
the national LGBF datasets. The report to Members details East Ayrshire’s position in respect of the LGBF indicators against all the 
other Scottish councils and provides an opportunity to identify where the Council is performing well and areas for improvement. 
We continue to take a targeted approach to improving performance. This report is available to services across the Council and 
publicly accessible on the Council’s website.

Further information on how we compare with other Scottish councils is available on the ‘mylocalcouncil’ portal:  
https://www.improvementservice.org.uk/benchmarking/explore-the-data

A few areas which we are exploring for improvement include:

percentage of 
income due 

from Council Tax 
received by end  

of year

proportion of care 
services graded 

‘good’ or better in 
Care Inspectorate 

inspections

cost per  
library visit 

(adjusted for inflation)

cost of planning & 
building standards 

per planning 
application  

(adjusted for inflation)

https://www.improvementservice.org.uk/benchmarking/explore-the-data
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HIGHLIGHTS 2020/21
The “Children and Young 
People’s Service Plan 2020-
23” was presented to and 
approved by the Community 
Planning Partnership Board on 
24 September 2020.

In developing the Plan, 
partners listened to and 
heard from our children 
and young people, 
their families, carers 
and people who are 
involved in their lives. It is 
recognised that children 
and young people are experts 
and our strongest assets, and we are committed to 
continuing to work together for better outcomes.

Over the lifetime of the Plan, the focus will be on:

•  recovery and renewal from the impact of   
 Covid-19;

•  tackling poverty;

•  respecting and promoting children and   
 young people’s rights;

• improving wellbeing;

•  achieving; and

•  keeping safe.

The Children and Young People’s Plan will be subject to 
annual review starting in September 2021.

 

Ayrshire Growth Deal: The Ayrshire Growth Deal 
(AGD) was officially signed on 19 November 2020 and 
this will see investment of over £250m across the three 
council areas. It is anticipated that this will attract private 
sector investment of around £300m and deliver 7,000 new 
jobs across a wide range of sectors, transforming the local 
economy for the benefit of all our people and places.

The Integrated Joint Board received an Independent Review 
of Adult Social Care services on the 3 February 2021. 
The Independent advisory panel was made up of Scottish 
and International experts supported the chair Derek Feeley 
to carry out the review. The principal aim of the review 
was to recommend improvements to adult social care in 

Scotland, primarily in terms of the outcomes achieved by 
and with people who use services, their carers and families, 
and the experience of people who work in adult social 
care. The review took a human-rights based approach. The 
Independent Review concluded at the end of January 2021 
and its report, together with an accompanying short film, was 
published on 3 February 2021.

EXTERNAL VALIDATION
Our performance is subject to scrutiny by a range of external 
audit and inspection agencies, which provide assurance that 
our services are well managed, fit for purpose and value for 
money and, importantly, meet the needs of service users. In 
addition, a range of our work has been widely recognised 
locally and nationally, and has been successful in attracting a 
number of prestigious awards over the year. Examples of our 
achievements in 2020/21 include the following:

•  East Ayrshire Federation of Residents and Tenants    
 (EAF) won the Chartered Institute of Housing    
 Partnership Award for an explanatory video on   
 the East Ayrshire Council Housing Tenancy    
 Agreement. The video explains the Council’s Housing   
 Tenancy Agreement and how new and existing   
 tenants can access the newly developed tenancy   
 tool, this has ensured all tenants have a better   
 understanding of  their tenancy agreement. The   
 tenancy agreement video is the culmination of an ever  
 strengthening collaborative approach to tenant   
 participation and scrutiny. It highlights the positive   
 outcomes that can be achieved when people are at the  
 heart of what we do.

• Barry Young, a painter with Housing Asset Services,   
 has been recognised by the Scottish Trade Unions    
 Congress (STUC) with an award for “2020 Learner   
 of  the Year”. Barry won the award in recognition of   
 two aspects of his life, firstly, in his working role and   
 spare time Barry provides vital support and mentoring  
 to apprentices, a role which has become increasingly   
 vital during lockdown and secondly, through his   
 truly life-changing commitment to  
 his role as a suicide First Aider  
 with the Council’s Here to  
 Listen suicide prevention  
 programme which provides 
 support to anyone having  
 suicidal thoughts.
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OUR FINANCIAL PERFORMANCE 
Financial information is a key element of our performance management framework and East Ayrshire Performs reports are 
presented to Cabinet and to the Governance and Scrutiny Committee throughout the year and are available on our website. Our 
management accounting arrangements are aligned with our management structure and are based on the Community Planning 
themes shown on page 7.

Our Outturn East Ayrshire Performs report presented to Cabinet on 16 June 2021 showed our end of year position as 
being a required draw on reserves of £0.063m. However, for the purposes of these Accounts we are required to follow generally 
accepted accounting principles and standards which align our Accounts to those in the private sector and these include entries for 
pensions and depreciation on our non-current assets. The following table sets out the adjustments between East Ayrshire Performs 
and these Accounts.

https://docs.east-ayrshire.gov.uk/r/?f=https://docs.east-ayrshire.gov.uk/CRPADMMIN/2012%20AGENDAS/CABINET/16%20JUNE%202021/East%20Ayrshire%20Performs%20-%20June%202021.pdf
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£286.566m £63.011m

Used from 
Renewal 
& Repairs 

Fund

£0.047m

£349.624m

£330.033m

£19.591m

Increase in the year shown in MiRS on page 33

Transfer to 
Capital Fund

£0.732m

Partnerships & 
Projects

£1.056m

USE OF RESERVES

Central & 
Projects

£19.323m

Financing 
Costs

£17.874m

Economy  
& Skills

Safer 
Communities Wellbeing Governance

£128.815m £68.190m £90.621m £3.422m

Council 
Tax*

General Fund Revenue Expenditure 
The MiRS on page 33 shows an increase of £19.591m within the year and actual income and expenditure is shown below. 
During the year the £0.047m was utilised from the Renewal and Repairs Fund and £0.732m transferred to the Capital Fund.

*The CIES on page 35 shows the accounting cost of providing services and reflects generally accepted accounting practices, 
rather than the amount to be funded from taxation or rents. This is the main reason for the difference in Council Tax income from 
the figure above.
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Covid-19 Funding
During the year we received additional funding from the Scottish Government to help offset the impact of Covid-19 on our 
communities, local businesses and individuals most in need. These grants can be split into two main pots. Firstly, we received 
funding and made payments on behalf of the Scottish Government to our local businesses who have been required to close 
or operate under restricted conditions and hardship payments to families in receipt of free schools meals. The eligibility criteria 
for these payments was determined by the Scottish Government and issued to councils, setting out the amounts and who could 
receive the monies paid out. Because we did not control these grants or have discretion over which businesses received the 
funding, we have treated them as agency payments (Note 3) and have excluded the income and expenditure from these Accounts 
in line with the Guidance issued by LASAAC (Local Authority Scotland Accounts Advisory Committee).

The second element of funding we received throughout 2020/21 related to grants to fund some of the pressures directly 
experienced by the Council during the pandemic. These included service specific funding for Education recovery, logistics and 
remote learning, free school meals including for holiday periods, payments to individuals and families experiencing financial 
hardship and discretionary grants to support recovery. These were paid as either a direct cash payment to the Council or as part 
of our overall government grant. These have been treated as principal payments in line with the LASAAC Guidance. The majority 
of the increase in balances of £19.591m shown above and in the MiRS relates to the elements unspent at the year end due to 
timing and will be retained as earmarked balances for utilisation in 2021/22 and beyond:

At 31 March 2021 £26.861m was earmarked by services for Covid-19 recovery and for specific initiatives and more detail is 
available in our East Ayrshire Performs report presented to Cabinet on 16 June 2021.
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Note 1  The £8.796m shown in the column headed “Movements” represents the Council’s share of funding from Scottish Government that  
 was first allocated to NHS Ayrshire and Arran prior to being transferred to the Council. The £15.285m and the £2.717m   
 in Education and Children, Families and Criminal Justice Service reflect the Specific Grants for Pupil Equity Funding, Gaelic and  
 Criminal Justice. Other movements in this column reflect the impact of Covid-19.

Note 2  The “Movements - amounts not included within Net Cost of Services” mostly relate to taxation and non-specific grant income and  
 are reflected in the EFA and the CIES (below Net Cost of Service) in line with the presentational requirements of the Code of Practice  
 on Local Authority Accounting in the United Kingdom 2020/21 (The Code).

Telling the Story
The Comprehensive Income and Expenditure Statement (CIES) sets out our funding and spending in line with accounting 
requirements which is different to the way we report financial performance internally. The Expenditure and Funding Analysis (EFA) 
links our budget management reports and the figures in the CIES. The table below provides a link between our East Ayrshire 
Performs year end management report to the first column of the EFA on page 31 and to the CIES on page 35.
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General Fund Balance
The General Fund is the statutory fund into which all the receipts are required to be paid into and out of which all liabilities 
are to be met, except to the extent that statutory rules might provide otherwise. It is funded by Government Grants, Council Tax 
income, Non-Domestic Rate income (subject to pooling arrangements) Fees and Charges and the balance is delineated between 
uncommitted balances and balances which have been earmarked for specific purposes. The MiRS on page 33 shows an overall 
increase in the General Fund balance of £19.591m for the year with a closing balance of £55.683m which can be analysed 
as follows:

When the Council set its budget for 2020/21 it approved, as part of its Reserves and Balances Strategy, a minimum level of 
uncommitted (unearmarked) reserves of 2% which is kept under review throughout the year with transfers to and from the balance. At 
31 March 2021 the General Fund Uncommitted balance was £9.518m, representing 2.7% of net annual budgeted expenditure.

Our Reserves and Balances Strategy also allows services to earmark and carry forward underspends into the next year for use on 
non-recurring, fixed term projects or to assist in aligning services with resources over a three year period. The earmarked balances 
are reviewed throughout the year and in line with our Balances Strategy an annual review of balances is reported to Cabinet.

Within the year £0.158m was reallocated from earmarked balances to uncommitted balances, approved by Cabinet on 3 
February 2021.

Housing Revenue Account (HRA) Balance
At 31 March 2021 the HRA had a cumulative balance of £18.549m, all of which is earmarked for commitments in future years. 
Movements on the HRA Reserves are as follows:

 
Balance Sheet
The Balance Sheet on page 36 is a snapshot summary of our assets and liabilities at 31 March 2021 and explanatory notes are 
provided to support the numbers. We ended the year with a net worth of £233.584m with £913.982m of non current assets 
spread across a range of plant, property, equipment and heritage assets and usable reserves of £97.245m.
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Our Capital Programme and Investment
We recognise the importance to our communities of having access to attractive, modern and fit-for purpose facilities and continue 
to support an ambitious schools investment programme as part of our £363m General Services Capital Investment Programme 
and £194m investment in our houses through the Housing Revenue Account over the next 10 year period.

Education £18.191m Housing £12.041m Roads £10.628m

Wellbeing £0.284m Economic Regeneration  
& Development £5.993m

Other Expenditure 
£5.239m

Total Capital Investment 2020/21 £52.376m

Funded by:

Government Grants
£11.230m

Borrowing
£37.858m

Revenue
£2.850m

Capital Receipts
£0.438m

Total £52.376m

During the year our total capital investment on General Fund services was £40.335m spent on developing and creating key 
assets for communities, including investment in roads, schools and business infrastructure. This was funded by £10.275m from 
government grants and borrowing of £30.060m.

A further £12.041m was spent on the Housing Capital Programme on building, improving and acquiring assets in 2020/21 
including the creation of council houses in our town centres, delivering new homes and local regeneration. This capital investment 
programme was funded by £2.850m from current revenue, borrowing of £7.798m, the utilisation of capital receipts of £0.438m 
and government grants of £0.955m.
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SCHEME HIGHLIGHTS
The Barony Campus, Cumnock
 

The Barony Campus in Cumnock in our opinion is Scotland’s most innovative, ambitious and inclusive learning facility. Construction 
was completed on 9 October 2020, with the school opening to secondary pupils on 26 October 2020 and primary, early years 
and ASN pupils on 18 November 2020. The campus boasts 21st century learning facilities including Scotland’s first interactive 
and immersive video room and a concert class auditorium as well as McPhee Park outdoor sports facilities with grass and 
synthetic pitches, a 400m running track and outdoor basketball court and 13 indoor courts of various configurations.  
The community have access to recreation space including a community café,  
meeting rooms, theatre space, an enterprise kitchen for catering, recording  
studio, music practice rooms and project space for textiles/crafts and pottery.  
The remainder of works to form the bus drop-off and car parking were  
completed in August 2021. The works to form the grass pitches are still  
on-going and are anticipated to be available for play in Summer 2022.
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Netherthird Primary Early Childhood Centre (ECC)
The opening of the new Netherthird ECC has enabled progression of the next phases towards completion of the Netherthird 
Campus. Demolition of the former school commenced in December 2020 and was completed in April 2021. The final phase 
of this project is the proposed erection of a new primary school with the capacity to accommodate 278 pupils, and formation 
of new external play areas and car parking, linking the ECC and school together. The building, constructed over two levels, will 
provide 2,200 square metres of state of the art teaching and learning facilities, which include 9 classrooms for 254 pupils and 4 
supported learning classrooms for a further 24 pupils. The overall project cost is budgeted at £11.3m and works are targeted for 
completion in August 2022.

Saint Sophia’s Primary, Galston
The Council’s Executive Committee on 11 June 2020 
agreed to take forward the EnerPHit conversion 
of St Sophia’s Primary School and the project was 
successful in receiving Scottish Government funding 
as part of the Learning Estate Investment Programme 
in December 2020. This £3.6m retrofit and 
refurbishment project is a highly sustainable approach 
which applies Passivhaus design principles to existing 
buildings. This approach has the potential to reduce 
energy demand and carbon emissions by 75% - 90% 
and will incorporate a zero direct emission heating 
system. This will make St Sophia’s Primary School 
the first EnerPHit certified school not just in East Ayrshire, but in Scotland, and Scottish Futures Trust and Zero Waste Scotland are 
keenly involved in delivery of the project, viewing it as a pathfinder, which promises to deliver significant knowledge development 
in the re-purposing of existing buildings in the zero carbon age. Construction is programmed to take place from April 2022 and 
take around 1 year.
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Strategic Housing Investment Programme

During 2020/21 we continued our programme of quality new build housing for families within East Ayrshire, with the completion 
of 56 new homes at the Fraser Walk site in Kilmarnock.

Due to the global pandemic, our partner contractor and their consultant design team and suppliers were on furlough for a period 
of time and the programme experienced delays.

Towards the end of the 2020/21 work was able to progress with the design development for the next few projects and we aim 
to commence works on several sites early into 2021/22. These sites being:

• Witch Road, Kilmarnock – a development of 43 older ambulant bungalows

• Quarryknowe, Auchinleck – an assisted living flatted development for 8 residents.

• Mill of Shields Road, Drongan – a development of 14 affordable houses

• Bellevue Gardens, Bonnyton, Kilmarnock a development of 12 affordable houses.

The projects continue to be delivered through the Scottish Procurement Alliance.

The investment for 2020/21 in the Fraser Walk project, supported by Scottish Government’s More Homes Scotland initiative and 
the Affordable Housing Supply Programme was £10.8m.
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Dean Castle Restoration Project
The restoration project sits within the context of the wider Dean Castle Country Park, ‘Parks for People’ project, which is 
redesigning the park in line with a detailed Conservation Management Plan. The vision is to create a 5 star visitor attraction, 
helping to maximise the opportunities for visitors to participate in, appreciate and value their local heritage, as well as 
encouraging tourism into our area.

To achieve the project aims the castle and former laundry buildings are being restored both externally and internally using strict 
conservation principles with associated learning and apprentice opportunities. The restoration will also allow a more extensive 
and accessible display of historic artefacts from our Heritage Assets collection and allow for increased visitor numbers.

Dean Castle Restoration Project has an overall budget of over £5.500m, and is jointly funded by EAC, Heritage Lottery Fund and 
Historic Environment Scotland. The project commenced on site in January 2019 however, following suspension of works in March 
2020 due to the Covid-19 pandemic, the main contractor went into liquidation. A new contractor was appointed and works 
recommenced in January 2021. Works are scheduled to be completed Summer 2022.

The wider ‘Parks for People’ project commenced in December 2016 and was completed in December 2017 improving facilities 
in the Visitor Centre, Rural Life Centre, enhancing the green path network together with habitat and landscape environments. This 
was a multi-funded project with an overall investment of over £5.800m.

Treasury Management and Investment
Treasury Management is the management of the Council’s cash flows, banking, money market and capital market transactions; the 
effective control of the risks associated with those activities and the pursuit of optimum performance consistent with those risks. Our 
annual strategy on Treasury Management was approved by the Council on 4 March 2021.

Our borrowing strategy aims to minimise the revenue cost of debt whilst protecting the Council from revenue pressures in the event 
of interest rate volatility. The prime objective of our investment strategy is to maintain capital security whilst ensuring that there is the 
necessary liquidity to carry out our business. A secondary objective, within these constraints, is to maximise returns.

The Treasury Management Strategy aims to protect the Council from market-related risks by monitoring interest rates, economic 
indicators, and UK and overseas government finances. Professional advisers are employed who use a range of information 
sources to inform economic analysis and forecasts. The Strategy also sets out the Council’s expectation for interest rates and 
highlights the uncertainties and risks in the forecast.

We operate a balanced budget, which broadly means cash raised during the year will meet its cash expenditure. Treasury 
management operations ensure this cash flow is adequately planned, with surplus monies being invested in low risk counterparties, 
ensuring adequate liquidity prior to consideration of investment return. Concurrent to this, longer term cash flow planning to ensure 
we can meet our capital spending operations is considered throughout the year. This management of longer term cash may 
involve arranging long or short term loans, or using longer term cash flow surpluses, and on occasion any debt previously drawn 
may be restructured to meet risk or cost objectives.

Investment activity during the year included gross transactions totalling £6.218billion, with 539 individual transactions with an 
average value of £11.534m. During the year no new long-term borrowing was taken, as progress of capital investment programmes 
were impacted by lockdown restrictions. New short term borrowing of £35m at an interest rate of 0.3% was taken as replacement 
for debt maturing of a similar value but with a higher interest rate of 1.09%. This provided adequate short term liquidity whilst 
allowing the position in respect of longer term borrowing to be kept under review pending the resumption of capital activities.
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RISKS AND UNCERTAINTIES
Our Executive Management Team regularly review the Corporate Risk Register which details the high level strategic risks, their 
importance and required action measures. There are currently 11 risks on the Register, with 7 of these classed as medium to low 
risk. The risks classified as high are as follows:

Risk and impact Mitigation
Pandemic and associated lockdown measures.  
Direct and indirect health impact, societal impact and 
economic impact. For some groups, the social, economic 
and health harms caused by both the virus and associated 
lockdown measures, will be greater and could have a 
profound and long lasting impact, exacerbating already 
existing inequalities in our communities.

We have robust arrangements in place with community planning 
partners to ensure we are well equipped to respond to emergency 
situations. We work closely with colleagues locally, regionally 
and nationally through the Ayrshire Local Resilience Partnership 
and West of Scotland Regional Resilience Partnership. Emergency 
response arrangements are overseen by our Council Management 
Team (CMT), with regular updating and communications 
provided by the Chief Executive and Communications Team. As 
demonstrated during Covid-19 we rapidly transformed the way 
we worked to maintain essential services and to ensure support 
for our communities, building on a well-established network of 
contacts, skills, knowledge and expertise to help protect and 
support residents. We continue to monitor the impact, maintaining 
close oversight of virus spread and impact of lockdown measures. 
We have adapted our services with details set out in the Executive 
Committee Reports of 14 May and 11 June 2020 and our 
approach to recovery and renewal reported to Council on 25 June 
and 29 October 2020 and to Cabinet on 3 March 2021.

Economic Climate and Levels of Grant Funding.  
Significant challenges have arisen from the pandemic which 
has had an unprecedented impact on UK Government 
borrowing levels and which will potentially lead to reduced 
funding allocations going forward.

Our outturn EAC Performs report shows we spent £12.2m 
responding to Covid-19 with the majority of this funded by 
Scottish Government grants. Additional non-recurring funding 
has been provided to meet Covid-19 costs in 2021/22 and 
specific measures to utilise this funding will be provided during 
2021/22.

Council on 4 March 2021 approved the 2021/22 revenue 
budget which was balanced without the requirement to use 
reserves and we will continue to plan for future budget allocations 
based on sound financial modelling and planning. Work 
will shortly commence on the preparations for the 2022/23 
revenue budget which will be informed by UK and Scottish fiscal 
events as well as the Council’s Medium Term Finance Plan and 
indicative budget allocations for 2022/23 will be discussed 
with CMT in the coming weeks in order that service planning can 
commence on balancing the 2022/23 budget.

UK withdrawal from the European Union.  
The potential loss of funding and impact on economic 
conditions including growth, borrowing costs, and the 
potential for further changes to local government funding all 
present significant financial risk to the Council and the local 
economy, including the number of public and private sector 
jobs. There are also potential risks in respect of the impact 
on supply of goods, services, and supply chains that are 
reliant on EU countries.

We recognise that any impact is likely to be exacerbated by 
the concurrent impact of Covid-19 and other civic emergencies, 
with consequent impacts on organisational capacity.

Whilst the EU Exit Withdrawal Agreement has been reached, 
issues remain including the impact on EU funded projects and 
how specifically, the UK Prosperity Fund will take over the new 
and existing projects after December 2022. The impact has 
not yet materialised but the matter remains under constant and 
detailed scrutiny. Interim funding arrangements through the 
Levelling Up Fund, Community Renewal Fund and Community 
Ownership Fund have been introduced and we are working with 
partners and other key stakeholders to develop bids for these 
funds.
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Supplementary Information
Group Accounts 
We have a material interest in a number of other organisations and are required to produce Group Accounts. These are presented 
alongside the single entry on the main statements with additional information in Note 32.

Common Good, Trusts and Bequests 
We administer four Common Good Funds for the former burghs of Cumnock, Darvel, Kilmarnock and Newmilns. Details of these can 
be found on page 82. We also administer three Trust Funds shown on page 83 which are registered charities. These are not funds 
available to the Council and are not included in our Accounts. Separate Annual Accounts for these are available on our website.

These Annual Accounts have been compiled in accordance with the Code of Practice on Local Authority Accounting in the United 
Kingdom 2020/21 (the Code).

The Local Authority (Capital Finance and Accounting) (Scotland) (Coronavirus) Amendment Regulations 2021 amend The Local 
Authority Accounts (Scotland) Regulations 2014. The 2021 regulations confirm the change to the audit completion deadline for 
local government 2020/21 Annual Accounts from 30 September to 31 October 2021. The publication date for the Annual 
Accounts is also amended from 31 October 2021 to 15 November 2021. Both of these changes are for the 2020/21 financial 
reporting year only. However for our Annual Accounts process we decided to continue to work towards the previously planned 
completion timescale of 30 September 2021. 

More Information
Our website holds more information on our strategies, plans, policies and our performance and spending.

www.east-ayrshire.gov.uk

Risk and impact Mitigation
Environmental Climate.  
The Climate Change (Emissions Reduction Targets) (Scotland) 
Act 2019 received Royal Assent on 31 October 2019 and 
sets targets for reducing greenhouse gases and emissions. 
Climate change is having an impact on global weather 
patterns with unseasonal extreme events occurring regularly.

Our approach is monitored through the annual climate change 
declaration. We have a programme to convert our fleet to 
fully electric vehicles, reduce energy usage in our buildings, 
minimise waste, increase recycling and support jobs in the 
renewable energy sector and enhance our local environment and 
biodiversity. A Climate Change Action Plan is being developed 
through a Member, Officer and Young People’s Working 
Group to set our ambition and focus. We have robust resilience 
arrangements in place to deal with adverse weather events 
however national modelling shows that the frequency and scale 
of these events will increase over time.

Councillor Douglas Reid 
Leader of the Council 

30 September 2021

Joseph McLachlan CPFA 
Chief Financial Officer and 

Head of Finance & ICT 
30 September 2021

Eddie Fraser 
Chief Executive 

30 September 2021

https://www.east-ayrshire.gov.uk/Home.aspx
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STATEMENT OF RESPONSIBILITIES
The Authority’s Responsibilities

The Council is required to:

• Make arrangements for the proper administration of its    
 financial affairs and to secure that the proper officer   
 of the authority has responsibility for the    
 administration of those affairs (section 95 of the   
 Local Government (Scotland) Act 1973). In this    
 Council, that officer is the Chief Financial Officer   
 and Head of Finance & ICT, following the retirement   
 of the Depute Chief Executive & Chief Financial Officer   
 in January 2021;

•  Manage its affairs to secure economic, efficient and   
 effective use of resources and safeguard its assets;

•  Ensure the Annual Accounts are prepared in accordance  
 with legislation (The Local Authority Accounts (Scotland)  
 Regulations 2014), and so far as is compatible with   
 that legislation, in accordance with proper    
 accounting practices (section 12 of the Local Government  
 in Scotland Act 2003); and

•  Approve the Annual Accounts for signature.

I confirm that these Annual Accounts were approved by the 
Governance & Scrutiny Committee at its meeting on  
30 September 2021. 

The Chief Financial Officer’s  
Responsibilities

The Chief Financial Officer and Head of Finance & ICT 
is responsible for the preparation of the Council’s Annual 
Accounts in accordance with proper practices as required 
by legislation and as set out in the CIPFA/LASAAC Code of 
Practice on Local Authority Accounting in the United Kingdom 
(the Code).

In preparing the Annual Accounts, the Chief Financial Officer 
and Head of Finance & ICT has:

•  Selected suitable accounting policies and then applied   
 them consistently;

•  Made judgements and estimates that were reasonable   
 and prudent;

•  Complied with legislation;

•  Complied with the Local Authority Accounting Code (in   
 so far as it is compatible with legislation).

The Chief Financial Officer and Head of Finance & ICT  
has also:

•  Kept adequate accounting records which were up to   
 date;

• Taken reasonable steps for the prevention and detection   
 of fraud and other irregularities.

I certify that the Annual Accounts give a true and fair view 
of the financial position of the Council and its Group at the 
reporting date and the transactions of the local authority for 
the year ended 31 March 2021.

Joseph McLachlan CPFA

Chief Financial Officer and Head of Finance & ICT

30 September 2021

 

Councillor Douglas Reid

Leader of the Council

30 September 2021
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ANNUAL GOVERNANCE STATEMENT
Introduction
This Annual Governance Statement has been prepared in the context of our response, recovery and renewal activity arising from 
the Covid-19 pandemic which has dominated the last year. This has been directed and informed by the Scottish Government’s 
Strategic Framework, which sets out how decisions continue to be taken to control the pandemic, while restoring a degree of 
normality to everyday life.

Since restrictions on movement were introduced by the UK and Scottish Governments in March 2020, we have been working 
tirelessly to maintain essential services for our communities, with specific emphasis on the most vulnerable families and individuals.

This Statement has also been informed by the CIPFA Guidance Bulletin 06 – ‘Application of the Good Governance Framework 
2020/21’ which reflects the impact of the continuing Covid-19 pandemic on governance in local government bodies and the 
requirements of the Delivering Good Governance in Local Government Framework 2016 CIPFA and Solace (the Framework). It also 
takes into account the introduction of the CIPFA Financial Management Code 2019 (FM 2019) during 2020/21. The first full year of 
compliance will be 2021/22 and the FM Code provides guidance for good and sustainable financial management in local authorities 
to provide assurance that authorities are managing resources effectively. We undertook an initial assessment of compliance with the FM 
Code and are satisfied that our governance and processes satisfy the principles of good financial management as outlined in the Code.

The pandemic has required us to make specific changes to our governance arrangements and, where appropriate, these are 
summarised in the sections to follow.

Scope of Responsibility
East Ayrshire Council is responsible for, and fully committed to, ensuring that business is conducted in accordance with the 
law and proper standards, and that public money is safeguarded and properly accounted for. We also have a statutory duty 
of Best Value under the Local Government in Scotland Act 2003 to make arrangements to secure continuous improvement in 
performance, while maintaining an appropriate balance between quality and cost; and in making those arrangements and 
securing that balance, to have regard to economy, efficiency, effectiveness, equal opportunities and future sustainability.

In discharging this overall responsibility, members and senior officers are responsible for putting in place the governance framework 
for the Council’s affairs and facilitating the effective exercise of its functions. This includes setting the strategic direction, vision, culture 
and values of the Council; the effective operation of corporate systems, processes and internal controls; engaging with and leading 
the community; monitoring whether strategic priorities and outcomes have been achieved; ensuring that services are delivered 
cost-effectively; maintaining appropriate arrangements for the management of risk; and ensuring that the Council complies with the 
Statement on the Role of the Chief Financial Officer in Local Government.

To this end, the Council has adopted a Code of Corporate Governance which is consistent with the principles and 
recommendations of the Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society of Local Authority Chief 
Executives (SOLACE) 2016 Framework Delivering Good Governance in Local Government and the supporting Guidance Notes 
for Scottish Authorities. The update on the 2020/21 Corporate Governance Improvement Action Plan and the 2021/22 Action 
Plan can be downloaded here. Progress against our Improvement Action Plan evidences our commitment to achieving good 
governance and demonstrates how we comply with the governance standards recommended by CIPFA/SOLACE.

We have in place a system of internal controls designed to manage risk to a reasonable level. Internal controls cannot eliminate 
risk of failure to achieve strategic priorities and outcomes but can provide reasonable if not absolute assurance. The system of 
internal control is based on an ongoing process designed to identify and prioritise the risks to the achievement of our strategic 
priorities and outcomes; to evaluate the likelihood of those risks being realised and the impact should they be realised; and to 
manage them efficiently, effectively and economically.

The Purpose of the Governance Framework
The governance framework comprises the systems and processes, culture and values, which direct and control our activities and 
through which we account to, engage with and lead the community. It enables us to monitor the achievement of the strategic 
priorities and outcomes set out in the 2015-2030 East Ayrshire Community Plan, which we have adopted as our sovereign planning 
document and to consider whether those priorities and outcomes have led to the delivery of appropriate, cost-effective services. The 
governance framework was further strengthened during the year ended 31 March 2021 and will continue to be reviewed.

https://docs.east-ayrshire.gov.uk/r/?f=https://docs.east-ayrshire.gov.uk/CRPADMMIN/2012%20AGENDAS/GOVERNANCE%20AND%20SCRUTINY/22%20APRIL%202021/Local%20Code%20of%20Corporate%20Governance.pdf
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The Governance Framework
The following provides a summary of the main features of our governance arrangements.

The East Ayrshire Community Plan 2015 - 2030 came into effect on 1 April 2015 and is the sovereign and overarching planning 
document for the East Ayrshire area. It provides the strategic policy framework for the delivery of public services by all of the 
Partners and is also the Council’s Corporate Plan covering the 15 years from 2015 to 2030.

The Community Plan is implemented through three thematic Delivery Plans, namely Economy and Skills, Safer Communities and 
Wellbeing, along with the day to day work carried out by services across the Council.

A review of Community Planning commenced in 2020/21 with the outcomes of the review presented to Council in June 2021, 
including new three year delivery plans and shared strategic priorities.

The Community Plan is underpinned by the Local Outcomes Improvement Plan which provides a robust performance management 
framework and demonstrates a sound understanding of place and local circumstances. This has informed the development of 
our local priorities which have been identified in consultation with our communities and key partners and stakeholders committed 
to resourcing jointly the delivery of improved outcomes to realise our shared vision for East Ayrshire. The Community Plan and 
associated documentation can be accessed here.

The Community Planning Partnership Board (CPP) is supported by robust governance arrangements and a sixth formal joint 
engagement event between the Council and CPP Board was held on 17 September 2020 to consider the Local Outcome 
Improvement Plan, Annual Performance Report, and the Integrated Health and Social Care Partnership Annual Report and the 
Wellbeing Delivery Plan Annual Performance Report 2019/20.

The Council’s Transformation Strategy was approved by Elected Members in February 2018 and is designed to ensure that our 
services remain financially sustainable in the current economic climate. The Strategy identifies 6 key workstreams and detailed 
actions in support of these high level themes are in place with progress reported regularly to Cabinet.

On 25 June 2020, Council considered a report which set out a programme for recovery and renewal, within the context of 
the Scottish Government Framework for Decision Making and Route Map. The report placed the three cross-cutting priorities of 
Children and Young People, Economy and the Environment and Wellbeing at the heart of our renewal and recovery planning and 
set out our priorities within a Dynamic Renewal and Recovery Action Plan. This Action Plan builds on our Transformation Strategy 
and the innovations that were delivered at pace during our emergency response.

Two further reports outlining the Vibrant Voices engagement and the progress made against the Dynamic Renewal and Recovery 
Action Plan were considered and agreed by Council on 29 October 2020. These described the work that had been undertaken 
across services and with our partners and communities to mitigate the impact of Covid-19, and updated Elected Members on the 
direction that Heads of Service are taking in their Service Recovery and Renewal Plans.

Policy and decision making is conducted through our decision-making structure, which includes the Cabinet and Governance and 
Scrutiny Committee. Cabinet has responsibility for discharging all of the Council’s functions except those reserved to the Council 
and those matters specifically delegated to other statutory, quasi-judicial committees. The Governance and Scrutiny Committee 
is fully compliant with Audit Committee principles and full details of its responsibilities are available here. The Governance 
and Scrutiny Committee undertakes the core functions of an audit committee, as identified in CIPFA’s Audit Committees: Practical 
Guidance for Local Authorities & Police (2013) report by providing an independent and high-level resource to support good 
governance and strong public financial management within the Council. This includes the satisfaction that our assurance 
statements are an accurate reflection of the current position, the internal audit function is effective and supported by committee and 
that risk management arrangements are considered effective.

The Governance and Scrutiny Committee considers the reports and recommendations of external audit and inspection agencies 
and their implications for governance, and risk management or control, and supports effective relationships between external audit 
and internal audit, inspection agencies and other relevant bodies, and encourages the active promotion of the value of the audit 
process and review the financial statements. The committee considers the external auditor’s opinion and reports to members, and 
monitors management action in response to the issues raised by external audit. These arrangements ensure that we have processes 
and procedures in place to ensure that we fulfil our overall purpose, achieves intended outcomes for service users and operate in 
an economical, effective, efficient and ethical manner, as prescribed in the CIPFA Audit Committees: Practical Guidance.

In response to the restrictions on movement resulting from the Covid-19 Pandemic, an Executive Committee was established in 
April 2020 to replace the existing decision-making structures up to the end of June 2020 to ensure continued management of 
Council business. The Council’s established decision-making structures were reinstated in June 2020 with meetings of Cabinet and 
Governance and Scrutiny Committee recommencing in September 2020.

https://www.eastayrshirecommunityplan.org/Home.aspx
https://www.east-ayrshire.gov.uk/Resources/PDF/G/GovernanceandScrutinyCommitteeGuidelines.pdf
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We have continued to enhance and strengthen our internal control environment through updating and introducing new policies 
and procedures. The Scheme of Delegation sets out the remit of Elected Member Portfolio Holders and the extent of delegations 
made to Committees and officers under the principle that decisions should be made at the lowest or most local level consistent 
with the nature of the issues involved. The Council also has Financial Regulations and Standing Orders relating to contracts in 
place and all of these procedural documents are regularly reviewed. 

Our system of internal financial control is based on a framework of regular management information, financial regulations, 
accounting policy bulletins, administrative procedures, management supervision and a system of delegation and accountability. 
Development and maintenance of the system is undertaken by managers within the Council. In particular, the system includes:

•  Comprehensive budgeting systems;

•  Measurement of financial and other performance against targets;

•  Regular reviews of periodic and annual financial reports, which indicate financial performance against the forecasts and  
 targets;

•  Clearly defined capital expenditure guidelines;

• Performance relating to the Leisure Trust, Ayrshire Roads Alliance and IJB/Health and Social Care Partnership; and

•  Formal project management disciplines, as appropriate.

Cabinet and the Governance and Scrutiny Committee receive regular East Ayrshire Performs reports, which include the elements 
listed above.

Consensus working across political groups is supported by the Council’s Sounding Board. This was established as part of our 
decision-making structures to provide a forum for collective consideration and scrutiny of cross-cutting issues by Group Leaders 
prior to presentation to Cabinet and/or Council.

Our approach to risk management is embedded within a Corporate Risk Register supported by Departmental Risk Registers and 
regular reports are provided to the Council Management Team and Elected Members. The Corporate Risk Register is presented 
quarterly to Cabinet and the Governance and Scrutiny Committee as part of the East Ayrshire Performs reporting framework. 
Our business continuity strategy has been cascaded down through the organisation with each department and service holding 
individual business continuity plans.

We have a Whistleblowing Policy and Codes of Conduct for employees and Elected Members, and high standards of 
behaviour are supported by employee contracts of employment and annual FACE reviews, which identify individual training 
and development requirements. An Elected Member Learning and Development Strategy is well established and Job Outlines for 
Elected Members, including Members of the Governance and Scrutiny and Police and Fire and Rescue Committee are in place. 
A training needs analysis is undertaken on an annual basis and individual Development Plans are subsequently agreed for all 
Elected Members.

Service Improvement Plans for all Council Services are in place and annual progress updates relating to the Action Plans 
are presented to Cabinet. New three-year Service Improvement Plans will be developed in 2021/22 to reflect the updated 
Community Plan, Local Outcome Improvement Plan, Transformation Strategy and Covid-19 Recovery and Renewal Plans.

The response to the Covid-19 Pandemic and the UK withdrawal from the EU has been driven by the Council’s Business Continuity 
arrangements that were strengthened in the course of 2020/21. The Civil Contingencies Act (2004) places a number of duties 
on the Council for the preparation and maintenance of plans to ensure the continuity of our services during emergency situations. 
The review of our Business Continuity Plans that was undertaken and completed in 2020/21, has strengthened our Resilience 
Framework and ensures that we continue to provide the required level of co-ordination and consistency.

Our organisational learning from the pandemic has been captured in a systematic way. From the outset, the Council Management 
Team has maintained a ‘Lessons Learned Log’, which lists each issue identified, the action subsequently taken and the future 
considerations and lessons to be addressed to further strengthen our resilience capacity.

We monitor performance using an Electronic Performance Management System (EPMS), which is populated with a wide range 
of performance indicators agreed following a comprehensive review of performance indicators across all Council services. These 
indicators inform chief officers Performance Scorecards all of which are updated with real time period performance information 
and reported and monitored using EPMS.

We have a strong and embedded process of self-assessment. Our comprehensive approach to self-evaluation is evidence 
based and comprises the Council-wide Strategic Self-Assessment of performance undertaken by the Council Management Team 
supported by an external critical friend, the aim of which is to ensure that we remain well placed to respond to and meet the 
requirements of Best Value. The next Strategic Self-Assessment is scheduled to be undertaken in 2021/22 having been delayed 
due to the pandemic.
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Statutory Roles
Our procedural documentation clearly details the decision making structure. This includes Scheme of Delegation; Standing 
Orders; Standing Orders relating to contracts; Contract Procurement Protocol; Financial Regulations; Local Government Access 
to Information Registers; Departmental Service Descriptions; Officer delegated responsibility; and the role of Elected Member 
portfolio holders.

Our Scheme of Delegation designates the Chief Executive as the Council’s Head of Paid Service in terms of the Local Government 
and Housing Act 1989. This requires the post holder to carry out the specified duties associated with this statutory role, including 
responsibility, where it is appropriate, for setting out proposals and reporting to Council, in relation to the undernoted matters:

•  The manner in which the discharge by the authority of their different functions is co-ordinated;

•  The number and grades of staff required by the authority for the discharge of their functions;

•  The organisation of the authority’s staff; and

•  The appointment and proper management of the authority’s staff.

The Chief Governance Officer, and Solicitor to the Council, acts as Monitoring Officer and ensures that the Council acts within 
legal and statutory requirements.

The Chief Financial Officer and Head of Finance & ICT (following the retirement of the Depute Chief Executive and Chief 
Financial Officer in January 2021) is the proper officer of the Council with statutory responsibility for the administration of its 
financial affairs for the purposes of Section 95 of the Local Government (Scotland) Act 1973 and is a member of the Executive 
Management Team. This reflects best practice identified by Audit Scotland.

The Council’s Scheme of Delegation designates the Head of Children’s Health, Care and Justice Services as Chief Social Work 
Officer in terms of the Social Work (Scotland) Act 1968 and requires the post holder to carry out the specified duties associated 
with this statutory role by ensuring the provision of effective, professional advice to Elected Members and officers in relation to the 
provision of social work services. As part of the Council response to the legislative changes brought about by the Public Bodies 
(Joint Working) (Scotland) Act 2014, the management of Social Work Services were transferred to the Integration Joint Board from 
1 April 2015.

The Local Authority Accounts (Scotland) 2014 Regulations require a local authority to operate a professional and objective internal 
auditing service. The long standing internal audit arrangements within East Ayrshire Council fulfil this obligation. The internal audit 
service must be provided in accordance with recognised standards and practices in relation to internal auditing. Recognised 
standards and practices are those set out in the Public Sector Internal Audit Standards (PSIAS).

Review of Effectiveness
During 2020/21, the Council continued to put in place appropriate management and reporting arrangements to enable it to be 
satisfied that its approach to corporate governance is both appropriate and effective in practice. Specifically, our governance 
arrangements have been reviewed and tested against the requirements of the CIPFA/SOLACE Framework. Whilst this process 
of review is co-ordinated corporately and approved by the Executive Management Team, and Heads of Service have a 
responsibility to ensure that their own governance arrangements are adequate and operating effectively. In line with the CIPFA/
SOLACE Framework Chief Officers are required to make an annual statement confirming this is the case.

The Council was the subject of detailed audit work under Audit Scotland’s framework for auditing best value over December 2017 
and January 2018. This audit activity, which was carried out jointly between Audit Scotland and our external auditor, Deloitte LLP, 
culminated in the production and publication of the Council’s Best Value Assurance Report (BVAR) in May 2018. The findings of this 
report are followed up by external audit as part of their annual audit work.

Internal Audit is directly responsible to the Chief Executive for the independent appraisal of the Council’s systems of internal 
control, governance and risk management. During 2020/21 Internal Audit operated in accordance with the Public Sector Internal 
Audit Standards (PSIAS) which were introduced on 1 April 2013. External Audit subject the work of Internal Audit to annual 
review. Deloitte LLP, our current external auditor reflect that review in their annual report with no issues arising to date noting in 
their most recent report to the Governance and Scrutiny Committee in September 2020 “an assessment of the independence 
and competence of the internal audit team and reviewed their work and findings. The conclusions have helped inform our audit 
work, although no specific reliance has been placed on the work of internal audit. From our review of the internal audit reports 
issued during 2019/20, we are satisfied that the conclusions have been considered as part of the disclosures in the Annual 
Governance Statement”.
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PSIAS standard 1300 Quality Assurance and Improvement Programme (QAIP) requires the Chief Auditor to develop and maintain 
a quality assurance and improvement programme that covers all aspects of the internal audit activity. The details of the PSIAS 
requirements and how East Ayrshire Council complies with these requirements is set out in paragraphs 78-83 of the Internal Audit 
Charter available on the Council’s website.

Internal Audit’s overall opinion, based on the work carried out, and in line with PSIAS requirements, is that reasonable assurance 
can continue to be placed upon the adequacy and effectiveness of the Council’s framework of governance, risk management and 
control in the year to 31 March 2021. The objectives of internal control have been substantiality met. This is consistent with our 
opinion in previous years and is a notable achievement during 2020/21.

The Chief Auditor also notes the continuing positive engagement by services and senior management in working collaboratively to 
agree and implement actions with a culture of scrutiny and continuous improvement embedded in East Ayrshire Council.

In 2019/20 the Chief Auditor stated that the opinion was based on the work carried out in the context of the national and local 
arrangements put in place for Covid-19. These arrangements created challenges for the control environment where tried and 
tested controls may no longer be effective or appropriate but that, on the basis of the year-on-year work that is undertaken by 
Internal Audit, East Ayrshire Council was well placed to successfully overcome these challenges. In the 2020/21 opinion the 
Chief Auditor confirmed that evidence collected in 2020/21 indicated that the Council was indeed well placed to overcome 
those challenges with outcomes comparing very well to previous years.

Improvements Proposed
The system of governance (including the system of internal control) provides reasonable assurance that assets are safeguarded; 
that transactions are authorised and properly recorded; that material errors or irregularities are either prevented or would be 
detected within a timely period; and that significant risks impacting on the achievement of our strategic priorities and outcomes 
have been mitigated. The review carried out in 2020/21 highlighted those areas that could be further strengthened and these 
are contained within the Corporate Governance Improvement Action Plan for 2021/22. During the audit a matter was raised 
with regard to the value and quantity of heritage assets in the collection. The number of items was initially based on an estimate 
and while records were held for a large amount of the items, a record was not held for every item. The Council acknowledges 
that maintaining a full list demonstrates best practice and further enhances effective governance and risk management 
arrangements. Accordingly work was undertaken during the audit to obtain a full listing of the collection and further work to review 
the collection, including the disposal policy and arrangements, will be undertaken during 2021/22.

Conclusion
We consider the governance and internal control environment operating during 2020/21, despite the most challenging of 
circumstances arising from the pandemic, to provide reasonable and objective assurance that significant risks impacting on 
the achievement of our principal strategic priorities and outcomes will be identified and actions taken to avoid or mitigate their 
impact. A number of improvements are proposed to further strengthen our governance arrangements and these are set out in the 
Improvement Action Plan 2021/22. Progress on implementing the Action Plan will be reported to the Governance and Scrutiny 
Committee in 2022 in accordance with our established arrangements.

Systems are in place for regular review and improvement of the governance and internal control environment. We will continue to 
review our corporate governance arrangements and take any additional steps required to further enhance these arrangements and 
will review their implementation and operation annually.

Councillor Douglas Reid 
Leader of the Council 
30 September 2021

Eddie Fraser 
Chief Executive 
30 September 2021
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EXPENDITURE AND FUNDING ANALYSIS
The EFA shows how our funding from government grants, rents, council tax and business rates has been allocated for decision 
making purposes, and used in providing services, alongside the resources we consumed in accordance with and applying 
generally accepted accounting practices. The CIES on page 35 presents more fully the income and expenditure under generally 
accepted accounting practices.
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NOTE TO THE EFA
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MOVEMENT IN RESERVES STATEMENT
Our movements in our reserves are shown below analysed by Usable and Unusable. In-year movements are broken down 
between gains and losses incurred in accordance with generally accepted accounting practices and statutory adjustments 
required to return to the amounts chargeable to council tax (or rents) for the year. The ‘Net Increase/Decrease’ line shows the 
statutory General Fund and HRA Balance movements in the year following those adjustments.
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COMPREHENSIVE INCOME AND  
EXPENDITURE STATEMENT
The CIES shows the accounting cost of providing services in accordance with generally accepted accounting practices, rather than 
the amount to be funded from taxation (or rents). We raise taxation (and rents) to cover expenditure in accordance with statutory 
requirements and this may be different from the accounting cost. The taxation position is shown in both the EFA and the MiRS.
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BALANCE SHEET
This is a snapshot at 31 March 2021 of the value of assets and liabilities we hold, matched by our reserves shown as Usable 
(those we can use to provide services subject to the need to maintain a prudent level and any statutory limitations on their use) and 
Unusable (those we cannot use to provide services).

Authorised for Issue
The unaudited accounts were authorised for issue by the Council on 24 June 2021 and the audited accounts were authorised for 
issue on 30 September 2021.

Joseph McLachlan CPFA 
Chief Financial Officer and Head of Finance & ICT  

30 September 2021
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CASH FLOW STATEMENT
This shows changes in cash and cash equivalents by operating, investing and financing activities. Net cash flows from operating 
activities is a key indicator of the extent to which operations are funded by taxation, grants or charges for services. Investing 
activities represent the extent to which cash outflows have been made for resources intended to contribute to future service delivery. 
Cash flows from financing activities are useful in predicting claims on future cash flows by providers of capital (i.e. borrowing).

 
Note to Cash Flow Statement – Included in Operating Activities is Interest paid in year of £21.699m; (2019/20, £21.918m) and Interest 
received in year £0.147m; (2019/20, £0.563m).
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NOTES TO THE ACCOUNTS
Note 1 – Expenditure and Income Analysed by Nature
Our expenditure and income is analysed as follows for 2020/21.

Income from service recipients is recognised as performance obligations are satisfied, normally as services are rendered or goods 
are provided. We have examined the revenue received from contacts with service recipients and there are no material income 
factors requiring further disclosure other than noted in the table above. New income streams will be reviewed annually.

Note 2 – External Audit Costs
Fees payable to Audit Scotland for services carried out under the Code of Practice in 2020/21 were £0.292m (2019/20 
£0.305m).

 
Note 3 – Agency Services
We bill and collect domestic water and sewerage charges on behalf of Scottish Water along with our own council tax. During 
the year we collected £17.688m and paid over £17.262m. We received £0.426m for providing this service (2019/20 
£0.436m). We also act as agent on behalf of the Scottish Government collecting non-domestic rates. During 2020/21 we billed 
£16.929m on their behalf and we received £17.651m in Distributable income from the Non-Domestic Rates pool.

As part of the Scottish Government’s response to the pandemic, targeted financial support was routed through councils and 
paid predominantly to the business community via a wide range of grants under an agency arrangement where the Scottish 
Government set out the specific parameters of the payments to be made, including the eligibility criteria, through detailed 
guidance provided to councils. Payments for the year totalled £33.976m (there were no Covid-19 agency grants paid out during 
2019/20).

 
Note 4 – Material Items of Income and Expenditure
In 2020/21 we received additional grant funding of £76m from the Scottish Government in relation to the Covid-19 pandemic. 
£33.976m of this funding was treated as agency income and expenditure and does not impact upon the figures in the CIES. The 
remainder was treated as grant income, and is included in the CIES along with the related expenditure. Grant income not spent in 
2020/21 has been earmarked for future years.
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Note 5 – Grant Income
The following grants were credited to the CIES in 2020/21.
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Note 6 – Public Private Partnership (PPP) and Similar Contracts
Schools PPP Project: We entered into a PPP contract for the provision of school buildings, maintenance and other facilities for two 
primary schools and two combined educational campuses providing primary, secondary and special educational facilities. The 
contractor is required to ensure the availability of the buildings to a pre-agreed standard. The schools became operational during 
2007/08 and 2008/09 and the assets and liabilities have been recognised in the Balance Sheet. At the end of the contract the 
buildings and any plant and equipment installed in them will transfer to us for no cost.

The liability outstanding to pay the contractor for capital expenditure is as follows:

Schools Non-Profit Distributing (NPD) Project: The William McIlvanney campus was handed over to the Council during 
2018/19, and is a NPD project constructed via Design, Build, Finance and Maintain contract through the Schools for the Future 
programme. At the end of the contract period (25 years from April 2018) the asset will revert to us.

Movements in the value for both projects are detailed in the PPE Note 12. We make payment by a monthly unitary charge over 
the term of the agreement, which is increased each year by an inflationary element based on RPI and RPIX for each year, and 
which can be reduced if the contractor fails to meet availability and performance standards. The unitary charge includes the 
repayment of construction costs, interest and service charges and the projected payments due under the agreement, based on 
assumed RPI and RPIX of 2.5% per annum.
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Note 7 – Operating Leases
Council as Lessee: We have a number of assets under operating leases including properties, vehicles and plant and IT hardware. 
The expenditure charged to the Net Cost of Services in the CIES during the year in relation to these leases was £0.392m 
(£0.359m in 2019/20). 

Council as Lessor: We lease out properties under operating leases for the provision of community services such as sports 
facilities and community facilities or for economic development purposes to provide suitable affordable accommodation for local 
businesses. The income credited to the Net Cost of Services in the CIES during the year in relation to these leases was £0.867m 
(£0.893m in 2019/20). 

Future minimum lease payments receivable under non-cancellable leases in future years are:

Note 8 – Pension Schemes Accounted for as Defined Benefit Pension Schemes
Participation in Pension Schemes

We participate in the Strathclyde Pension Scheme, administered by Glasgow City Council which is a funded defined benefit 
scheme, meaning that our employees pay contributions calculated at a level intended to balance pension liabilities with investment 
assets. The Scheme provides pension benefits for councillors and local government employees (excluding teachers). For local 
government employees this is a defined benefit scheme calculated on a career average basis meaning pensions benefits are 
earned on pensionable pay earned in the scheme year. We have additional liabilities for unfunded discretionary pension 
payments outside the main scheme which is operated under the regulatory framework for the Local Government Pension Scheme. 
The pensions committee of Glasgow City Council is responsible for the governance of the scheme and policy is determined in 
accordance with Pensions Fund Regulations.

Management of the Fund’s investments is carried out by the Fund’s Investment Advisory Panel which appoints a number of external 
investment managers/partners and monitors their investment performance. The principal risks are the longevity assumptions, 
statutory scheme changes, structural changes (i.e. large-scale withdrawals), changes to inflation, bond yields and the performance 
of the investments held. These are mitigated to a certain extent by the statutory requirements to charge the General Fund and 
Housing Revenue Account the amounts required by statute as described in Note 27.

Transactions Relating to Post-Employment Benefits

We recognise retirement benefits costs when earned rather than when paid as pensions. However, the charge required to be 
made against council tax is based on the cash payable in the year.
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Analysis of Pension Fund Assets (Note, the actuary has stated that rounding may cause the sum of items not to equal the 
totals shown)

Basis for Estimating Assets and Liabilities

Liabilities have been assessed based on the latest full valuation of the scheme as at 31 March 2021.

Liabilities have been assessed on an actuarial basis using the projected unit credit method, an estimate of the pensions payable in future 
years dependent on assumptions on mortality, salary levels and other factors. Assets held are valued at fair value, principally market 
value for investments. The principal assumptions used by the actuary and the categorisation by proportion of the total assets are:

Change in Assumptions at 31 March 2021

The estimation of the defined benefit obligations is sensitive to the actuarial assumptions as shown above. The sensitivity has 
been determined based on reasonable changes of the assumptions occurring at the end of the reporting period and assumes for 
each change that the assumption analysed changes while all the other assumptions remain constant. The assumptions in longevity 
assume that life expectancy increases or decreases for men and women. In practice, this is unlikely to occur, and changes in some 
of the assumptions may be interrelated. The estimations in the sensitivity analysis have followed the accounting policies for the 
scheme. The methods and types of assumptions used in preparing the sensitivity analysis above did not change from those used in 
the previous period.
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Asset and Liability Matching (ALM) Strategy 
The main fund of Strathclyde Pension Fund does not have an ALM strategy as this is used mainly by mature funds. The Fund does 
match, to the extent possible, types of assets invested to the liabilities in the defined benefit obligation. As is required by the 
pensions and investment regulations, the suitability of various types of investment has been considered, as has the need to diversify 
investments to reduce the risk of being invested in too narrow a range. The Fund invests in equities, bonds, properties and cash.

Impact on the Authority’s Cash Flow 
The Fund’s objective is to keep employers’ contributions at as constant a rate as possible. The Fund has agreed a strategy 
to achieve a funding rate of 100% in the longer term. The Scheme is a multi-employer defined benefit plan and employers’ 
contributions have been determined so that employee and employer rates are standard across participating Local Authorities. 
Employers’ contributions were set at 19.3% for 2020/21. The triennial valuation took place at 31 March 2020. The Fund will 
need to take account of national changes to the Scheme such as the move from 1 April 2015 to a new career average revalued 
earning scheme (CARE) for future accruals. The total contributions expected to be made by the Council to Strathclyde Pension 
Fund in the year to 31 March 2022 is £20.128m. The assumed weighted average duration of the defined benefit obligation is 
20 years. This is different from the mortality assumptions quoted in the table Basis for Estimating Assets and Liabilities.

McCloud Judgement 
When the Local Government Pension Scheme (LGPS) benefit structure was reformed in 2015 in Scotland, transitional protections 
were applied to older members close to normal retirement age. The benefits accrued from 1 April 2015 by these members are 
subject to an ‘underpin’ which means that they cannot be lower than what they would have received under the previous benefit 
structure to ensure that these members do not lose out from the introduction of the new scheme.

In December 2018 the Court of Appeal upheld a ruling (“McCloud/Sargeant”) that similar transitional protections in the Judges’ 
and Firefighters’ Pension Schemes were unlawful on the grounds of age discrimination with the implications of this ruling expected 
to also apply to the LGPS. The UK Government was denied the request to appeal the decision in June 2019. LGPS Scotland 
benefits accrued from 2015 may thus need to be enhanced so that all eligible members, regardless of age, will benefit from the 
underpin or receive compensation. This means that many more members would see an enhanced benefit rather than just those 
currently subject to these protections.

Quantifying the impact of the judgement at this time is difficult as it depends on compensation awarded, members’ future salary 
increases, length of service and retirement age, and whether (and when) members withdraw from active service. Salary increases 
in particular can vary significantly from year to year and from member to member depending on factors such as budget restraint, 
job performance and career progression. The Government Actuary’s Department (GAD) has estimated that the impact for the 
LGPS England and Wales as a whole could be to increase active member liabilities by 3.2%, based on a given set of actuarial 
assumptions and further details are available in GAD’s paper of 10 June 2019.

Strathclyde Pension Fund’s actuary has made an allowance for the estimated impact of the McCloud judgement within the 31 
March 2021 funding valuation position. The impact was calculated based on the eligibility criteria of being included within the 
proposed solution for the McCloud judgement (i.e. any active member who was a participant in the Fund as at 1 April 2012 will 
be given the greater of the final salary pension or CARE pension upon retirement). Further, an estimate allowance for McCloud 
has also been included within the service cost figures for both 2020/21 and 2021/22.

Guaranteed Minimum Pension (GMP) 
GMP was accrued by LGPS members between 6 April 1978 and 5 April 1997. GMP value is inherently unequal between males 
and females for a number or reasons, including a higher retirement age for men and GMP accruing at a faster rate for women. 
However overall equality of benefits was achieved for public service schemes through the interaction between scheme pensions 
and the Second State Pension. The introduction of the new Single State Pension in April 2016 disrupted this arrangement and 
brought uncertainty over the ongoing indexation of GMPs, which could lead to inequalities between male and female benefits.

GMP rules were changed as an interim measure with responsibility for ensuring GMP’s for members reaching state pension age 
between 6 April 2016 and 5 April 2021 keep pace with inflation was passed to pension schemes which leads to increased 
costs for schemes and employers. 

Strathclyde Pension Fund’s actuary has included an allowance for full GMP indexation within the funding valuation position as 
at 31 March 2021 balance sheet date, assuming that the permanent solution will be equivalent in cost to extending the interim 
solution to all members reaching state pension age from 6 April 2016 onwards and the impact is included in our overall liability

Goodwin 
On 30 June 2020, the Court ruled (Goodwin v Department of Education) that pension regulations treated a female member in an 
opposite sex marriage less favourably than a female member in a same sex marriage or civil partnership. Following the judgement 
the Chief Executive to the Treasury indicated that amendments would be made to public service pension schemes to ensure that 
surviving male same-sex and female same-sex spouses and civil partners will, in certain cases, receive benefits equivalent to those 
received by widows of opposite sex marriages.

There remains uncertainty surrounding the potential remedy to the Goodwin judgement, however, the Strathclyde Fund actuary has 
made an allowance for the potential impact on East Ayrshire’s valuation results as at 31 March 2021.
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Note 9 – Pension Schemes Accounted for as Defined Contribution Pension Schemes
Teachers are members of the Scottish Teachers’ Superannuation Scheme which provides specified benefits upon retirement. We 
make contributions based on a percentage of members’ pensionable salaries and it is technically a defined benefit scheme. 
Unlike the Local Government Scheme, we are not required to apply IAS 19 disclosures in respect of the Teachers’ Scheme as 
the liability rests ultimately with the Scottish Government and the costs recorded are thus the actual contributions made during the 
year. The Scheme is accounted for as a defined contribution scheme and contributions in 2020/21 amounted to £12.474m, 
employer pension rates were 23% (2019/20 £10.816m,17.2% to 31/8/19 then 23%). In addition, contributions totalling 
£0.638m, 1.2% of pensionable pay, were made for discretionary payments (2019/20 £0.676m, 1.3% of pensionable pay). 
We are responsible for the costs of any additional benefits awarded upon early retirement. These are accounted for on a defined 
benefit basis.

 
Note 10 – Capital Expenditure and Capital Financing
Capital expenditure incurred in 2020/21 and the resources used to finance it are shown below. Also shown are the capital 
commitments at 31 March 2021.

 
Note 11 – Impairment Losses
An impairment loss of £17.094m was recognised in 2020/21 due to the revaluation of PPE (2019/20 £75.140m). The assets 
have been reduced to their new value in use and relevant impairment losses charged to the CIES.
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Note 12 – Property, Plant and Equipment (PPE)
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Note 13 – Fair Value Hierarchy
Surplus assets and held for sale assets are measured at fair value, which is the price that would be received to sell an asset in an 
orderly transaction between market participants. We use valuation techniques that are appropriate in the circumstances and for 
which sufficient data is available, maximising the use of relevant observable inputs and minimising the use of unobservable inputs. 
Inputs to the valuation technique in respect of assets and liabilities for which fair value is measured or disclosed are categorised 
within the fair value hierarchy, as follows:

•  Level 1 - quoted prices (unadjusted) in active markets for identical assets that we can access;

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

•  Level 3 - unobservable inputs for the asset.

Level 2 Significant observable inputs: the Fair Value for assets has been based on the market value approach using current market 
conditions and recent sales prices and other relevant information for similar assets within East Ayrshire. Market conditions are such that 
similar properties are actively purchased and sold and the level of observable inputs are significant, leading to the properties being 
categorised at Level 2 in the Fair Value hierarchy. All surplus properties and Common Good investment properties fall into Level 2.

Note 14 – Intangible Assets
Non Current Assets: software and purchased licenses are accounted for as non current intangible assets. All software is assigned a finite 
useful life of 5 years and relevant amortisation is:

The movement on Intangible Asset balances during the year is as follows:
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Note 15 – Assets Held for Sale

 
Note 16 – Heritage Assets
We hold a number of collections which are preserved for future generations due to their cultural, environmental or historical 
associations and support the primary objective of increasing knowledge, understanding and appreciation. These collections fall 
into two main aims:

•  The systematic collection of material representative of the human history, natural history and earth sciences of the local area,  
 particularly East Ayrshire, but for historical, geographical and scientific reasons the concept of the local area is meaningful  
 in many contexts only when more widely defined as Ayrshire or in some cases the Clyde basin; and

• Additions to existing collections with a purely subject basis not related to the local geographic area do not fall within the  
 above definition. Such collections formed a large part of the original basis for the museums both at the Dick Institute and at  
 Dean Castle, and the various deeds of donation are dedicated to ensuring their preservation. These collections are mostly on  
 clearly defined themes. The main collections have been reported on the Balance Sheet at their insurance valuation with the  
 other minor collections based on valuation judgement of the curator of the collection.

Information on the management of Heritage Assets including details of records maintained is included in the East Ayrshire Arts and 
Museums Acquisitions, Preservation, Management and Disposals Policy.

The 2019/20 Balance Sheet contained a valuation for Heritage Assets that was based on the insurance value of the overall 
collection and was supported by external professional valuations for the main items in the collection and by the in-house valuer for 
the smaller valued items. The main elements of the collection had been catalogued and valued whereas the smaller valued items 
had not been catalogued but were in the process of being recorded as part of the cataloguing programme being undertaken 
by the Trust. The 2020/21 Balance Sheet shows a downward movement in Heritage Asset values which is primarily due to the 
inability of the Council’s insurer to obtain re-insurance options for the smaller uncatalogued items within the collection which in 
turn led to insurance for these elements being unavailable. During the audit process all such items were listed and valued by the 
Council’s in-house valuer and this has led to the 2020/21 Balance Sheet increasing by £0.747m.
 
Note 17 – Inventories
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Note 18 – Short Term Debtors and Creditors

Grants and contributions which have a condition attached that remains to be satisfied at the balance sheet date are recognised as 
grants receipts in advance. Included within the amounts above are grant receipts in advance totalling £9.726m (2019/20 £4.554m).

 
Note 19 – Cash and Cash Equivalents

 
 
Note 20 – Provisions
A provision of £0.097m has been retained in respect of a potential PAYE tax liability arising from the ‘Lets Connect’ technology 
salary sacrifice scheme arising as a result of the HMRC view regarding the residual value and disposal arrangements at the 
conclusion of the arrangement.

A provision of £0.520m was set aside in previous years in respect of a legal dispute between the Council and the contractor 
procured to undertake the refurbishment of Hurlford Primary School. At the time the disclosure exemptions contained in IAS 37 
were used in order not to prejudice the Council’s case. In early 2021 the Court of Session determined in favour of the contractor 
and consequently the Council paid the disputed costs and other associated costs of £0.610m prior to 31 March 2021.

At 31 March 2021 £0.350m was provided for the cost of severances within services where arrangements have been agreed by 
Cabinet and the payments will be made in the coming months.

The Redress for Survivors (Historical Child Abuse in Care) (Scotland) Bill received Royal Assent on 23 April 2021 and work 
to establish the redress scheme is underway to ensure the scheme will open for applications by the end of 2021. Financial 
contributions will likely be requested from local authorities to support the redress scheme. In addition, as the work of the Inquiry 
progresses there remains the possibility that further historic claims will be submitted directly to the Council and thus far, we have 
received 6 claims, with 4 of them currently live. £1m has been set aside as a provision to offset future contributions from East 
Ayrshire to the Scheme. In addition a further amount has been set aside in respect of the live claims and the exemptions contained 
within IAS 37 have been used. 

Strathclyde Regional Council (SRC) intromissions for our share of outstanding claims against the former SRC are held. There is also 
a potential liability which may require to be met by the constituent authorities within the former SRC area which has been noted as 
a contingent liability.

Employment Tribunal proceedings have been raised against the Council by a number of staff relating to Equal Pay. The information 
usually required by International Accounting Standard 37 (Provisions, Contingent Liabilities and Contingent Assets) is not disclosed 
in respect of these provisions on the grounds that it can be expected to prejudice seriously the outcome of the proceedings. In 
addition under the terms of this non-disclosure discussions are currently underway surrounding a ground lease and a claim therein 
for historic overpayment.
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Note 21 – Contingent Assets and Liabilities
We are a member of Business Loans Scotland, which exists to co-ordinate the 12 former SRC authorities in respect of their 
relationship with the European Regional Development Fund. At 31 March 2021 our involvement stands at £0.895m. (2019/20 
£0.886m.)

Appropriate provision has been made for the settlement of all known claims in respect of Equal Pay.

We have an obligation to indemnify and reimburse any cumulative deficit sustained by the Kilmarnock Leisure Centre Trust up to a 
maximum of £0.200m in each financial year once the reserves held by the Trust have been depleted.

We remain liable for a share of potential liabilities arising from claims lodged against SRC on a geographical basis and of 
other expenditure above a specified level on an agreed basis. These potential liabilities include shared liability in connection 
with Municipal Mutual Insurance (MMI) Limited, one of the insurers of the former SRC and the former Kilmarnock and Loudoun 
and Cumnock and Doon Valley District Councils. Following the Supreme Court ruling on Employers’ Liability Insurance “Trigger” 
Litigation on 28 March 2012 we have a provision to meet clawback of estimated payments made by MMl Limited for known 
claims and a contingent liability for claims that may be incurred but yet to be reported.

The Limitation (Childhood Abuse)(Scotland) Act 2017 has the effect of removing the three year time bar on survivors of abuse 
bringing forward claims for compensation. This would apply for all claims from 1964 onwards and there is a potential cost to the 
Council in respect of claims which may arise under the legislation.

 
Note 22 – Financial Instruments
Financial Assets and Financial Liabilities

Items of Income 
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The Fair Values of Financial Assets and Financial Liabilities that are not measured at Fair Value (but for which Fair Value 
Disclosures are required)  
Except for the financial assets carried at fair value, all other financial liabilities and financial assets represented by amortised costs and 
long-term debtors and creditors are carried on the balance sheet at amortised cost. Their fair value can be assessed by calculating the 
present value of the cash flows that take place over the remaining life of the instruments, using the following assumptions:

• For non-Public Works Loan Board (PWLB) loans payable, PWLB premature repayment rates have been applied to provide the  
 fair value under PWLB debt redemption procedures;

•  For loans receivable prevailing benchmark market rates have been used to provide the fair value;

•  No early repayment or impairment is recognised;

•  Where an instrument has a maturity of less than 12 months or is a trade or other receivable the fair value is taken to be the  
 carrying amount or the billed amount; and

•  The fair value of trade and other receivables is taken to be the invoiced or billed amount.

The fair values are calculated as follows:

The fair value of the liabilities is greater than the carrying amount as our portfolio of loans includes fixed rate loans where the 
interest rate payable is higher than the rates available for similar loans in the market at the Balance Sheet date. This shows a 
notional future loss (based on economic conditions at 31 March 2021) arising from a commitment to pay interest to lenders 
above current market rates.

However, we have the ability to borrow at concessionary rates from the PWLB rather than from the markets. A supplementary 
measure of the additional interest that will be paid as a result of PWLB commitments for fixed rate loans is to compare the terms 
of these loans with new borrowing rates available from PWLB. If a value is calculated on this basis, the carrying amount of 
£286.554m would be valued at £355.427m. If we were to realise the projected gain by repaying the PWLB loans, there would 
be a penalty charge for early redemption in addition to charging a premium for the additional interest that will not now be paid. 
The exit price for the PWLB loans including the penalty charge would be £411.228m.

Short Term Debtors and Creditors are carried at cost as this is a fair approximation of their value.

Note 23 – Nature and Extent of Risks Arising from Financial Instruments
Our activities expose us to a variety of financial risks:

Credit Risk: the possibility that other parties might fail to pay amounts due to us.

Liquidity Risk: the possibility that we may have insufficient funds to make repayments.

Re-financing Risk: the possibility that we might be requiring to renew a financial instrument on maturity at disadvantageous 
interest rates or terms.

Market Risk: the possibility that financial loss might arise as a result of changes in interest rates and stock market movements.
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Our overall risk management programme focuses on the unpredictability of financial markets, and seeks to minimise potential 
adverse effects on the resources available to fund services. Risk Management procedures are set out through a legal framework 
based on the Local Government in Scotland Act 2003 and associated regulations which require us to comply with the CIPFA 
Prudential Code, the CIPFA Code of Practice on Treasury Management in the Public Services and investment regulations issued 
through the Act. Overall, these procedures require us to manage risk in the following ways:

•  By formally adopting the requirements of the CIPFA Treasury Management Code of Practice;

•  By adopting a Treasury Policy Statement and treasury management clauses in the financial regulations;

•  By approving annually in advance prudential and treasury indicators for the following 3 years limiting:

 • Overall borrowing;

 • Maximum and minimum exposures to the maturity structure of debt;

 • Management of interest rate exposure; and

 • Maximum annual exposures to investments maturing beyond a year.

•  By approving an investment strategy for the forthcoming year setting out its criteria for both investing and selecting  
 investment counterparties in compliance with Government regulations.

These require to be reported and approved at or before our annual council tax setting budget or before the start of the year 
to which they relate. They are reported with the annual treasury management strategy which outlines the detailed approach to 
managing risk in relation to our financial instrument exposure. Actual performance is also reported after each year, as is a mid-
year update.

The annual Treasury Management Strategy incorporates the prudential indicators approved by Council on 5 March 2020, and is 
available on our website. The key areas within the strategy were:

•  The Authorised Limit for 2020/21 was set at £553.671m, the maximum limit of external borrowings or other long-term  
 liabilities;

•  The Operational Boundary was expected to be £540.168m. This is the expected level of debt and other long-term  
 liabilities during the year;

•  The maximum amounts of fixed and variable interest rate exposure were set at 100% and 40% based on our net debt;  
 and 

•  The maximum and minimum exposures to the maturity structure of debt.

Risk management is coordinated by a central treasury team, under the approved Treasury Management Strategy and we have in 
place written principles for overall risk management, as well as written policies (covering specific areas, such as interest rate risk, 
credit risk, and the investment of surplus cash).

Credit Risk Management Practices 
Credit risk arises from deposits with banks and financial institutions, as well as credit exposures to customers. This risk is minimised 
through the Annual Investment Strategy, available on our website. Credit risk practices are set out in the Annual Investment 
Strategy. With particular regard to determining whether the credit risk of financial instruments has increased significantly since 
initial recognition.

The Annual Investment Strategy requires that deposits are not made with financial institutions unless they meet identified minimum 
credit criteria, in accordance with the Fitch, Moody’s and Standard & Poor’s Credit Ratings Services. The Annual Investment 
Strategy also considers maximum amounts and time limits with a financial institution located in each category.

We use the creditworthiness service provided by Link Asset Services which uses a sophisticated modelling approach with credit 
ratings from all three rating agencies - Fitch, Moody’s and Standard & Poor’s, forming the core element. However, it does not rely 
solely on the current credit ratings of counterparties but also uses the following as overlays:

•  Credit watches and credit outlooks from credit rating agencies;

• Credit default swap spreads to give early warning of likely changes in credit ratings; and 

•  Sovereign ratings to select counterparties from only the most creditworthy countries.
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The 2020/21 Investment Strategy approved by Council on 5 March 2020 is available on our website. Customers for 
goods and services are assessed, taking into account their financial position, past experience and other factors, with individual 
credit limits being set in accordance with internal ratings in accordance with parameters set.

Our maximum exposure to credit risk in relation to investments in financial institutions cannot be assessed generally as the risk of 
any institution failing to make interest payments or repay the principal sum will be specific to each individual institution. Recent 
experience has shown that it is rare for such entities to be unable to meet their commitments. A risk of irrecoverability applies to all 
deposits, but there was no evidence at the 31 March 2021 that this was likely to crystallise.

For investments at amortised cost there are no expected credit losses.

Credit Risk Exposure at 31 March 2021

Liquidity Risk 
We manage our liquidity position through the setting and approval of prudential indicators and the approval of the treasury 
and investment strategy reports, and through a comprehensive cash flow management system required by the CIPFA Treasury 
Management Code of Practice. This seeks to ensure that cash is available when needed.

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

The maturity analysis of financial assets, excluding sums due from customers, is as follows:

Refinancing and Maturity Risk 
We maintain a significant debt and investment portfolio. Whilst cash flow procedures are considered against the refinancing risk 
procedures, longer term risk relates to managing the exposure to replacing financial instruments as they mature. This risk relates to 
both the maturing of longer term financial liabilities and longer term financial assets.

The approved treasury indicator limits for the maturity structure of debt and the limits placed on investments placed for greater than 
one year are the key parameters used to address this risk. Our approved treasury and investment strategies address the main risks 
and the central treasury team address the operational risks within the approved parameters. This includes monitoring the maturity 
profile of:

•  Financial liabilities and amending the profile through new borrowing or the rescheduling of existing debt; and

•  Investments to ensure sufficient liquidity is available for day to day cash flow needs and the spread of longer term  
 investments provide stability of maturities and returns in relation to the longer term cash flow needs.

https://docs.east-ayrshire.gov.uk/r/?f=https://docs.east-ayrshire.gov.uk/CRPADMMIN/2012%20AGENDAS/COUNCIL/5%20March%202020/treasury%20management%20strategy%20statement%20and%20annual%20investment%20strategy%202020-21.pdf


55EAST AYRSHIRE COUNCIL AUDITED ANNUAL ACCOUNTS 2020:2021

The maturity analysis of financial liabilities is as follows, with the maximum and minimum limits for fixed interest rates maturing in 
each period (approved by Cabinet in the Treasury Management Strategy):

Trade Receivables 
At 31 March 2021 potential maximum exposure credit risk based on the level of default trade debtors is a gross debtor of 
£19.395m with a bad debt provision of £5.670m. The amount does not include debtors related to council tax, community 
charge, non-domestic rates and council house rents as these are not considered to be finance assets. Analysis of the Gross Debtor 
amount by age is:

Market Risk 
Interest rate risk – we are exposed to interest rate movements on borrowings and investments. Movements in interest rates have 
a complex impact, depending on how variable and fixed interest rates move across differing financial instrument periods. For 
instance, a rise in variable and fixed interest rates would have the following effects:

•  Borrowings at variable rates – the interest expense charged to the CIES will rise;

•  Borrowings at fixed rates – the fair value of the borrowing will fall (no impact on revenue balances);

• Investments at variable rates – the interest income credited to the CIES will rise; and

•  Investments at fixed rates – the fair value of the assets will fall (no impact on revenue balances).

Borrowings are not carried at fair value on the balance sheet, so nominal gains and losses on fixed rate borrowings would not 
impact on the Surplus or Deficit on the Provision of Services or Other Comprehensive Income and Expenditure.

However, changes in interest payable and receivable on variable rate borrowings and investments will be posted to the Surplus or 
Deficit on the Provision of Services and affect the General Fund Balance. Movements in the fair value of fixed rate investments that 
have a quoted market price will be in the CIES.

We have a number of strategies for managing interest rate risk. The Annual Treasury Management Strategy draws together our 
prudential and treasury indicators and expected treasury operations, including an expectation of interest rate movements. From this 
Strategy a treasury indicator is set which provides maximum limits for fixed and variable interest rate exposure. The central treasury 
team monitor market and forecast interest rates within the year to adjust exposures appropriately. For instance, during periods 
of falling interest rates, and where economic circumstances make it favourable, fixed rate investments may be taken for longer 
periods to secure better long-term returns, similarly the drawing of longer term fixed rates borrowing would be postponed.
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According to this assessment strategy, at 31 March 2021, if all interest rates had been 1% higher (with all other variables held 
constant) the financial effect would be:

The approximate impact of a 1% fall in interest rates would be as above but with the movements being reversed. These assumptions 
are based on the same methodology as used in Note 22 – Financial Instruments.

Price Risk – we do not generally invest in equity shares or marketable bonds.

Foreign Exchange Risk – we have no financial assets or liabilities denominated in foreign currencies and therefore no exposure to 
loss arising from movements in exchange rates.

Note 24 – Related Parties
Related parties are organisations that we can control or influence or who can control or influence the Council. Central Government 
has effective control over our general operations and is responsible for providing the statutory framework within which we operate, 
provides the majority of our funding in the form of grants and prescribes the terms of many of the transactions that we have with 
other parties (e.g. council tax bills, housing benefits). Grants received from government departments are set out in Note 5.

Elected Members 
Members have direct control over the Council’s financial and operating policies. Details of senior members’ remuneration and 
members allowances paid in year are included in the Remuneration Report. The Code of Conduct requires members to declare an 
interest in matters that directly or indirectly may influence, or be thought to influence, their actions as a councillor. Membership of 
statutory joint boards or committees, which are composed exclusively of elected members, does not raise an issue of declaration 
of interest in regard to Council business. In relation to interests of any other relevant parties, those members with declarations 
of interest did not take part in any discussion or decisions relating to transactions with these parties. A copy of the Register of 
Members Interest can be obtained from members interests. There were no related party transactions in the year.

Chief Officers 
All Chief Officers completed and signed a Related Party declaration for the year to 31 March 2021. Based on the completed 
returns there were no related party transactions in the year.

Entities Controlled or Significantly Influenced by the Council  
East Ayrshire Leisure Trust and the Integration Joint Board are both deemed to be a related parties mainly through our ability to 
exert influence over them through our representation on the respective Board. The relevant transactions and balances with these 
bodies are:

https://www.east-ayrshire.gov.uk/CouncilAndGovernment/About-the-Council/Councillors-and-Provost/MembersInterests.aspx
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Note 25 – Unusable Reserves
Unusable Reserves are those we cannot use to provide services and are as follows:
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Note 26 – Ayrshire Roads Alliance
The Ayrshire Roads Alliance was established on 1 April 2014 as a shared service partnership between East Ayrshire Council 
and South Ayrshire Council. The Alliance provides a shared roads service for both councils and is accounted for on a purchaser/
provider arrangement with East Ayrshire Council employing all staff and managing the operational service. The budget for the 
Alliance is split between strategic and local delivery elements with both councils allocating their respective share. At the end of the 
year the expenditure on strategic delivery budgets is shared in line with local delivery budget inputs plus actual capital expenditure 
in-year after allocating a group of strategic staff equally.

Local delivery budgets are used to meet local and consolidated road maintenance plans and the funding allocation from each 
council varies. Any surplus or deficit at the year end on local delivery is retained by the relevant council. At the end of 2020/21 
the financial results for the Alliance are as follows:
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Note 27 – Accounting Policies
(A) General Principles 
The Accounts summarise our transactions for the 2020/21 financial year and the position as at 31 March 2021. We are 
required to prepare Annual Accounts by the Local Authority Accounts (Scotland) Regulations 2014. Section 12 of the Local 
Government in Scotland Act 2003 requires Accounts to be prepared in accordance with proper accounting practices. These 
practices primarily comprise the Code of Practice on Local Authority Accounting in the United Kingdom 2020/21 (The 
Accounting Code) supported by International Financial Reporting Standards (IFRS). These are designed to give a “true and fair 
view” of the financial performance of the Council and its Group.

The fundamental qualitative characteristics of Relevance, Materiality and Faithful Representation have been considered alongside 
the following in the application of the accounting policies:

Accruals Basis:  The non cash effects of transactions are included in the financial year in which they occur, not the period in  
  which the cash is paid or received.

Going Concern:  The functions of the Council and its Group Associates will continue in existence for the foreseeable future.

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

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

•  Revenue from the sale of goods and services is recognised in accordance with the terms and conditions of the contract;

•  All expenses are recorded on an accruals basis. Where there is a gap between the date supplies are received and their  
 consumption, they are carried as inventories on the Balance Sheet;

•  Interest receivable on investments and payable on borrowings is accounted for on the basis of the effective interest rate for the  
 relevant financial instrument rather than the cash flows fixed or determined by the contract;

•  Where revenue and expenditure have been recognised but cash has not been received or paid, a debtor or creditor is  
 recorded in the Balance Sheet. Where it is doubtful that debts will be settled, the debtors balance is reduced and a charge  
 made to revenue for income that may not be collected; and

•  Where we are acting as an agent (e.g. in the distribution of Scottish Government Covid-19 Business Grants), income and  
 expenditure are recognised only to the extent that commission is receivable for the agency services rendered or we incur  
 expenses directly on our own behalf rendering the services.

(C) Cash and Cash Equivalents 
Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of not more than 24 
hours. Cash equivalents are investments that mature in less than 3 months from the date of acquisition and are readily convertible to 
known amounts of cash with insignificant risk of change in value. Cash and cash equivalents are shown net of bank overdrafts.

(D) Material Items and Prior Period Adjustments 
Income and expenditure we consider material to understand our financial performance are disclosed in the CIES or in the notes.

(E) Charges to Revenue for Non Current Assets 
Services are charged with the following to record the cost of holding non current assets during the year:

•  Depreciation attributable to the assets used by the relevant service;

•  Revaluation and impairment losses on assets used where there are no accumulated gains in the Revaluation Reserve against  
 which the losses can be written off; and

•  Amortisation of intangible non current assets attributable to the service.

We are not required to raise council tax to cover depreciation, impairment losses or amortisation, however, we are required to 
contribute annually from revenue towards reducing borrowing. Depreciation, revaluation and impairment losses, and amortisation are 
replaced by loans fund principal, by an adjustment between the General Fund and the Capital Adjustment Account within the MiRS.

(F) Employee Benefits 
Benefits Payable During Employment: salaries, wages, overtime and paid annual leave for current employees are recognised in the 
year worked with accruals made for holiday entitlements or leave earned but not taken before the year-end where appropriate.

Termination Benefits: are payable as a result of a decision to terminate employment before the normal retirement date or for 
voluntary redundancy and charged when we commit to a termination, the offer cannot be withdrawn and agreement has been 
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granted by Cabinet. Where pension enhancements are included, the General Fund balance is charged with the amount payable 
to the pension fund or pensioner and the MiRS reflects cash paid.

Post-Employment Benefits: we participate in the Local Government Pension Scheme, administered by Strathclyde Pension Fund 
and the Scottish Teachers’ Superannuation Scheme, administered by the Scottish Government. Both provide defined benefits 
(retirement lump sums and pensions) earned as employee members.

The Teachers’ Scheme is accounted for as a defined contribution scheme and no liability for future payments of benefits is recognised 
in the Balance Sheet. The CIES (Education) is charged with the in-year employer’s contributions payable to teachers’ pensions.

The Local Government Pension Scheme is accounted for as a defined benefits scheme with our liability included in the Balance 
Sheet on an actuarial basis using the projected unit method i.e. an assessment of the future payments that will be made in relation 
to employee retirement benefits earned to date, based on assumptions about mortality rates, employee turnover rates, etc. and 
current employees projected earnings. Liabilities are discounted to value at current prices, using a discount rate used by the 
actuaries to value the liability. Assets attributable to us are included in the Balance Sheet at fair value at current bid prices for 
securities, estimated fair value for unquoted securities and market price for property. Changes in net pensions liability is accounted 
for under IAS 19 - Employee Benefits.

The MiRS, reflects Pensions Reserve appropriations to remove notional charges and credits for retirement benefits and replace 
these with cash paid to the pension fund and pensioners and any amounts payable but unpaid at year-end.

Discretionary Benefits: we have restricted powers to make discretionary awards in the event of early retirements. Any liabilities 
estimated to arise as a result of an award to staff are accrued in the year of the decision to make the award and accounted for 
using the policies applied to Strathclyde Pension Fund.

(G) Financial Liabilities: are recognised in our Balance Sheet when we become party to the contractual provisions of a financial 
instrument, initially measured at fair value and carried at their amortised cost. Annual interest payable in the CIES is based on the 
carrying amount of the liability, multiplied by the effective rate of interest for the instrument. The effective interest rate is the rate that 
discounts estimated future cash payments over the life of the instrument to the amount at which it was originally recognised.

Borrowings in the Balance Sheet comprise outstanding principal repayable plus accrued interest. Interest charged to the CIES is 
the annual amount payable according to the loan agreement. Gains/ losses on repurchase or early settlement of borrowing are 
reflected in the CIES in the year of repurchase/settlement. Where repurchase has taken place as part of restructuring the loan 
portfolio that involves the modification or exchange of existing instruments, the premium/discount is respectively deducted from/
added to the amortised cost of the new or modified loan and the write-down to the CIES is spread over the life of the loan by 
an adjustment to the effective interest rate. Where premiums and discounts have been charged to the CIES, regulations permit 
restructuring costs to be released to revenue over the period of the replacement loan. Reconciliation of amounts charged to the 
CIES to the net charge required against the General Fund Balance is managed by a transfer to/from the Financial Instruments 
Adjustment Account.

(H) Financial Assets 
Based on a classification and measurement approach that reflects the business model for holding the financial assets and their 
cash flow characteristics, there are 3 classes measured at:

•  Amortised cost;

•  Fair value through profit or loss (FVPL); and

•  Fair value through other comprehensive income (FVOCI).

Our business model is to hold investments to collect contractual cash flows. Financial assets are therefore classified as amortised 
cost, except for those whose contractual payments are not solely payment of principal and interest (i.e. where the cash flows do 
not take the form of a basic debt instrument).

Financial Assets Measured at Amortised Cost: are recognised when we become party to contractual provisions of a financial 
instrument and are initially measured at fair value, subsequently measured at amortised cost. Interest receivable in the CIES is 
based on the asset’s carrying amount multiplied by the effective interest rate. For most of the financial assets held, this means that 
the amount in the Balance Sheet is outstanding principal receivable (plus accrued interest) and interest credited to the CIES is the 
amount receivable in the loan agreement. Gains/losses arising on de-recognition are included in the CIES.

Expected Credit Loss Model - We recognise expected credit losses on financial assets held at amortised cost (or where relevant 
FVOCI), either on a 12-month or lifetime basis. The expected credit loss model also applies to lease receivables and contract 
assets. Only lifetime losses are recognised for trade receivables (debtors) held.

Impairment losses are calculated to reflect the expectation that future cash flows may not take place because the borrower could 
default on their obligations. Credit risk plays a crucial part in assessing losses. Where risk has increased significantly since an 
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instrument was initially recognised, losses are assessed on a lifetime basis. Where risk has not increased significantly or remains 
low, losses are assessed on the basis of 12-month expected losses.

Financial Assets Measured at Fair Value through Profit or Loss (FVPL): are recognised when we become party to the contractual 
provisions of a financial instrument, initially measured and carried at fair value. Fair value gains and losses are recognised as they 
arrive and based on the following techniques:

•  Instruments with quoted market prices – the market price; and

•  Other instruments with fixed and determinable payments – discounted cash flow analysis.

The inputs to the measurement techniques are categorised in accordance with the following three levels:

•  Level 1 inputs – quoted prices (unadjusted) in active markets for identical assets 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, either directly or  
 indirectly.

•  Level 3 inputs – unobservable inputs for the asset.

Gains and losses arising from de-recognition of the asset are reflected in the CIES.

(I) Government Grants and Contributions: are recognised as due when there is reasonable assurance that we will comply 
with any conditions and the grants will be received. Amounts recognised as due are credited to the CIES when conditions have 
been met. When conditions have not been met advance funds are recognised as creditors. When conditions are satisfied, the 
grant is credited to the CIES. Where the condition of grant cannot be satisfied then the monies will be returned. Where capital 
grants are credited to the CIES, they are reversed out of the General Fund balance in the MiRS. Where the grant has yet to 
finance capital expenditure it is held in the Capital Grants Unapplied Account. Where it has been applied, it is held in the 
Capital Adjustment Account. Amounts in the Capital Grants Unapplied Account are transferred to the Capital Adjustment Account 
once they have been applied.

(J) Intangible Assets: expenditure on non-monetary assets that don’t have physical substance but are controlled as a result of 
past events is capitalised when expected to bring benefits for more than a year. Intangible assets are initially measured at cost. 
Amounts are not revalued, as the fair value of the assets cannot be determined by reference to an active market. The depreciable 
amount of an intangible asset is amortised over its useful life to the relevant service in the CIES. Where expenditure qualifies as 
capital expenditure, amortisation, impairment losses and disposal gains cannot have an impact on the General Fund Balance and 
gains/losses are reversed in the MiRS and posted to the Capital Adjustment Account.

(K) Inventories: consumable Stocks and Work-In-Progress are valued at cost except for the HRA where average cost is used.

(L) Leases: are classified as finance leases where the terms of the lease transfer substantially all the risks and rewards incidental 
to ownership of the property to the lessee; all others are classified as operating leases. Where a lease covers both land and 
buildings, the elements are separately classified.

The Council as Lessee - Operating Leases: we rent offices and buildings as tenant on a variety of lease terms accounted for as 
operating leases. Rentals paid are charged to the CIES as an expense of the service using of the leased property over the term of 
the lease.

The Council as Lessor - Operating Leases: where we grant an operating lease for a property/PPE, the asset is retained in the 
Balance Sheet. Rental income is credited to the CIES on a straight-line basis over the life of the lease, even if this does not match 
the pattern of payments (e.g. a premium is paid at the commencement of the lease). Initial direct costs incurred in negotiating 
and arranging the lease are added to the relevant asset’s carrying amount and expended over the lease term in line with rental 
income.

(M) Support Services: are shown in line with our management structure. Overheads: are charged on the basis of service 
accountability, financial performance and consumption.

(N) Property, Plant and Equipment (PPE): have physical substance, are held for use in the supply of services, for rental to 
others or for administrative purposes and are expected to be used during more than one financial year.

Recognition: expenditure on the acquisition, creation or enhancement of PPE is capitalised on an accruals basis, provided it is 
probable that we’ll receive future economic benefits or service potential associated with the item and the cost can be measured 
reliably. Expenditure that maintains but does not add to an asset’s potential to deliver future economic benefits or service potential 
(i.e. repairs and maintenance) is charged as an expense when incurred. Plant, furniture and computer equipment costing less than 
£6,000 are not treated as PPE and are charged to the CIES. De-minimis does not apply where certain categories of assets are 
grouped together and form part of the approved capital programme.
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Components of PPE are recognised separately for depreciation purposes where it is considered that the value of the component 
is significant in relation to the total asset value. We consider significant components as those with a value in excess of 20% of the 
overall value of the asset. Assets will be disregarded for component accounting where they have a carrying value of below £2m.

Measurement: assets are initially measured at cost, comprising the purchase price and costs attributable to bringing the asset to 
the location and condition necessary for it to be capable of operating in the manner intended. We do not capitalise borrowing 
costs incurred whilst assets are under construction.

Assets are carried on the Balance Sheet using the following measurement bases:

•  Infrastructure, community assets, and assets under construction: depreciated historical cost;

•  Dwellings: fair value, determined using the basis of existing use value for social housing (EUV-SH); and

•  Other assets: fair value, determined using amount paid for asset in existing use (existing use value).

Where there is no market based evidence of fair value because of the specialist nature of an asset, in a limited number of 
instances depreciated replacement cost or insurance replacement cost has been used as an estimate of fair value. Where  
non- property assets have short useful lives or low values, depreciated historical cost basis is used as a proxy for fair value. Assets 
included in the Balance Sheet at fair value are revalued sufficiently regularly to ensure their carrying amount is not materially 
different from their fair value at year-end but as a minimum every 5 years. We revalue land and buildings in a 5-year rolling 
programme at 31 March. Valuations have been compiled by an external valuer. Surplus assets not held for sale are depreciated. 
Housing stock was revalued at 31 March 2019 in line with our revaluation policy.

Increases in valuations are matched by credits to the Revaluation Reserve to recognise unrealised gains. The Revaluation Reserve 
contains revaluation gains recognised since 1 April 2007, the date of its formal implementation. Gains before that date have 
been consolidated into the Capital Adjustment Account.

Impairment: as part of their normal duties officers report at the year-end on any material events that affect asset values. Where 
indications exist that an asset may be impaired and any possible differences are estimated to be material, the recoverable amount 
is estimated and where this is less than the carrying amount of the asset an impairment loss is recognised for the shortfall. Impairment 
losses are initially debited to the Revaluation Reserve up to the total value of any revaluation gains held for the individual asset and 
thereafter recognised in the CIES. Where an impairment loss is subsequently reversed, the reversal is credited to the CIES, up to the 
amount of the original loss, adjusted for depreciation that would have been charged if the loss had not been recognised.

Depreciation: is provided for on all PPE assets by the allocation of their depreciable amounts over their useful lives. An exception 
is made for assets without a determinable finite useful life (i.e. land and certain community assets) and assets that are not yet 
available for use (i.e. assets under construction).

Depreciation, where charged, has been applied on a straight-line methodology based on the asset valuation, its remaining useful 
life and any residual value an asset is calculated to have. The useful economic lives for depreciation are:

•  Council Dwellings 20-25 years  •  Operational Buildings  20-60 years

•  Community Assets 20-25 years  •  Operational Equipment 2-20 years

The depreciation of Infrastructure Assets varies according to assets held, determined by asset condition.

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

Disposals and Non Current Assets Held for Sale: when it becomes probable that the carrying amount will be recovered principally 
through a sale rather than through continued use, assets are reclassified as Assets Held for Sale. The asset is revalued immediately 
before reclassification and then carried at the lower of this amount and fair value less cost to sell. Where there is a subsequent 
decrease to fair value less costs to sell, the loss is taken to Other Operating Expenditure in the CIES. Gains in fair value are 
recognised only up to the amount of any previous losses recognised in the Surplus/ Deficit on Provision of Services. Depreciation 
is not charged on Assets Held for Sale.

Property, land and buildings are classified as held for sale when the following criteria are met:

•  The property is available for immediate sale in its present condition;

•  The sale must be highly probable and an active programme to locate a buyer must have been initiated;

•  The asset must be actively marketed for sale at a price reasonable in relation to its current fair value; and

•  The sale should be expected to qualify for recognition as a completed sale within one year (although events or circumstances  
 may extend the period to complete the sale beyond one year).
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When these criteria are met, assets within PPE will be reclassified to Assets Held for Sale. The date of reclassification will normally 
follow approval by Cabinet to sell the asset. If assets no longer meet the Assets Held for Sale criteria, they are reclassified as non 
current assets and valued at the lower of their carrying amount before they were classified as Assets Held for Sale; adjusted for 
depreciation, amortisation or revaluations that would have been recognised had they not been classified as Assets Held for Sale, 
and their recoverable amount at the date of the decision not to sell. When disposed of or decommissioned, the carrying amount 
of the asset in the Balance Sheet is charged to the CIES as part of the disposal gain/loss. Disposal receipts are credited to the 
CIES as part of the gain/ loss on disposal i.e. netted-off against carrying value at the time of disposal and revaluation gains 
accumulated in the Revaluation Reserve are transferred to the Capital Adjustment Account.

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

(O) Heritage Assets: are defined in the Code as: “Tangible (or intangible) assets with historical, artistic, scientific, technological, 
geophysical or environmental qualities held and maintained principally for contribution to knowledge and culture.”

Heritage Assets held are:

• The museum and art collections;   • The civic regalia;

• The Council’s archives and ephemera;  • A number of public space statues, monuments and memorials and outdoor  
          artworks.

Heritage Assets do not include:

• Works of art not held for knowledge or culture; • Community assets, held primarily for current use.

• Historic buildings used to provide services to  
   the authority;

The assets are held at valuation and no depreciation is charged on the assets.

The valuation at 31 March is based upon information held in catalogues or inventories maintained by East Ayrshire Leisure 
Trust. Valuations have been largely undertaken on an insurance basis with the main collections of fine art, arms and militaria, 
manuscripts, musical instruments and tapestries held at values determined by specialist external valuers. For the remainder of the 
collection the values have been determined by experienced officers in the East Ayrshire Leisure Trust and take into account that 
whilst these items may have relevance in terms of local history, they have little or no monetary value.

(P) Public Private Partnership (PPP): are agreements to receive services, where the responsibility for making available the 
assets needed to provide the services passes to the PPP operator. As we are deemed to control the services that are provided 
under schools PPP scheme and as ownership of the schools will pass to us at the end of the contracts for no additional charge, the 
accounting regulations (IFRIC12 Service Concession Arrangements) require us to recognise the assets as part of our PPE.

The original recognition of the schools PPP assets at fair value (based on the cost of construction) was balanced by the recognition 
of a liability for amounts due to the scheme operator to pay for the capital investment. Schools PPP assets are revalued and 
depreciated in the same way as other non current assets we own. The amounts payable to the PPP operator each year are 
analysed into:

•  The service charge element and life-cycle replacement costs, charged to Education in the CIES;

•  The interest element, charged to Financing and Investment Income and Expenditure lines in the CIES;

•  Contingent rent (increases in the amount to be paid for the property arising during the contract), charged to the Financing and  
 Investment Income and Expenditure lines in the CIES; and

•  The repayment of the liability, applied to reduce the Balance Sheet liability owed to the operator.

(Q) Common Good: as part of the management arrangements where land and buildings are confirmed as belonging to the 
Common Good, and where we incur costs or receive income relating to these assets as the managing agent, the Common 
Good pays a nominal annual £1 fee (if asked) in return for the management of the asset. We remain responsible for all costs and 
income relating to the asset and are entitled to use the asset. These funds do not represent assets available us.

(R) Provisions: are made in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets and charged as an 
expense in the CIES when we become aware of the obligation, measured at the best estimate at the Balance Sheet date of the 
expenditure required to settle the obligation, taking account of relevant risks and uncertainties. Payments made are charged to the 
provision. Estimated settlements are reviewed annually. Where it becomes less than probable that a transfer of economic benefits 
will be required (or a lower settlement than anticipated is made), the provision is credited back to the relevant service.
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(S) Contingent Liabilities: arise where an event has taken place that is a possible obligation whose existence will only be 
confirmed by the occurrence or otherwise of uncertain future events not wholly within our control. They also arise where a 
provision would otherwise be made but it is not probable that an outflow of resources will be required or the amount of the 
obligation cannot be measured reliably.

(T) Interests in Companies and Other Entities: we have material interests in companies and other entities that have the nature 
of associates and jointly controlled entities requiring us to prepare group accounts. These are not recorded in our single entity 
accounts as we have no shares in or ownership of any of these organisations.

(U) Reserves: reserves are created by appropriations from the General Fund Balance in the MiRS. Expenditure to be met from 
reserves is charged to the appropriate service in the CIES and the reserve is appropriated back into the General Fund Balance in 
the MiRS so that there is no net charge against council tax. Reserves are classified into Usable and Unusable.

Usable Reserves (available to support services): the General Fund Balance contains funds accumulated as part of our Reserves 
Strategy. Renewal and Repairs Fund provides for the upkeep of specific assets held. Capital Fund is used to meet the costs of 
capital investment in assets and for the repayment of the principal element of borrowings.

Unusable Reserves (unrealised and have a deferred impact on taxation): are retained to manage the accounting processes for non 
current assets, financial instruments and retirement benefits and are not usable resources. These are as follows:

Revaluation Reserve and Capital Adjustment Account: arise from capital accounting requirements; the former represents the gains 
on revaluation of non-current assets not yet realised through sales; the latter relates to amounts set aside from capital resources to 
meet past expenditure.

Available for Sale Financial Instrument Reserve and the Financial Instruments Adjustment Account: arise from accounting for 
financial instruments; the former holds gains arising from increases in the value of investments; the latter is a balancing account to 
allow for differences in statutory requirements and proper accounting practices for lending and borrowing.

Pensions Reserve: arises from IAS 19 accounting disclosures for retirement benefits and recognises our share of actuarial gains 
and losses in the Strathclyde Pension Fund and the change in our share of the Pension Fund liability chargeable to the CIES.

Accumulated Absences Reserve: arises from IAS 19 accounting disclosures for Short Term Accumulated Benefits and recognises 
our liability for compensated staff absences earned but not taken in-year. Statutory Arrangements require the impact on General 
Fund Balances is neutralised by transfers to/from the Reserve.

(V) VAT: VAT payable is included as an expense only to the extent that it is not recoverable from Her Majesty’s Revenue and 
Customs. VAT receivable is excluded from income.

(W) Presentation of items in other comprehensive income and expenditure: IAS 1 requires that where we have transactions 
that include amounts reclassifiable in the surplus/deficit on the provision of services, the items listed in other comprehensive 
income and expenditure must be grouped into items that will not be reclassified subsequently to the surplus/deficit on the provision 
of services when specific conditions are met. We have no such transactions.

 
Note 28 – Accounting Standards Issued not yet Adopted
The Code requires the Council to disclose information about accounting changes that will be required by new accounting 
standards in the Code due to be adopted in future years and the possible impact. This applies to the adoption of the following 
new or amended standards within the 2021/22 Code:

•  Amendments to IFRS 3 Business Combinations

•  Amendments to IFRS9, IAS39 and IFRS7: Interest Rate benchmark Reform (Phase 1)

•  Amendments to IFRS9, IAS39, IFRS7, IFRS4 and IFRS16: Interest Rate benchmark Reform (Phase 2)

•  Annual improvements to IFRS Standards 2015-2017 Cycle

None of the above have any impact on the 2020/21 Accounts.

IFRS16 implementation has been deferred to be effective from 1 April 2022 and included in the 2022/23 Code. This will have 
a material impact on the Annual Accounts which cannot be quantified at this time.
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Note 29 – Events after the Balance Sheet Date
We are required to disclose material matters that arise between the Balance Sheet date (31 March 2021) and the date when the 
Accounts are authorised for issue which took place at the Council meeting on 24 June 2021. Events taking place after the date of 
authorisation for issue are not reflected in the Accounts.

The Chief Financial Officer and Head of Finance & ICT, being the responsible officer for the Council’s affairs, signed the audited Annual 
Accounts on 30 September 2021. Subsequent events taking place after this date are not reflected in the Annual Accounts or notes.
 
Note 30 – Critical Judgements in Applying Accounting Policies 
In applying the accounting policies set out in Note 27, we have made certain judgements about complex transactions or those 
involving uncertainty about future events and these are:

•  Our long term future plan estimates a budget gap for the year to 2030/31 of £90m and while future funding levels remain  
 uncertain our financial planning in the short to medium term will ensure action is taken to close the gap albeit recognising the  
 extent of the estimation within our planning model.

•  We have considered our exposure to possible losses and made provision where it is probable that an outflow of resources will  
 be required and can be measured reliably. Where it has not been possible to measure the obligation or it is not probable in  
 our opinion that a transfer of economic benefits will be required, material contingent liabilities have been disclosed in Note 21.

•  The UK left the European Union on 31 January 2020 and there continue to be uncertainties around the impact this will have  
 on the wider economy and the Council. While the EU Exit Withdrawal Agreement has been reached, issues remain including  
 the impact on EU funded projects and how specifically, the UK Prosperity Fund will take over new and existing projects after  
 December 2022. Our current assumptions around assets are that values will not be significantly impaired or the discount rate  
 impacted. The position will continue to be monitored and reviewed going forward.

•  Whilst Covid-19 has had a significant impact on Council Tax collection in 2020/21 we believe collection rates will recover  
 in 2021/22 given the national support specifically for the Council Tax Reduction Scheme as well as other support deemed  
 necessary.

•  A number of Equal Pay claims have been received covering the period prior to the introduction of Single Status within the  
 Council. Although these claims have still to be subject to Employment Tribunal hearings there remains some uncertainty and  
 therefore provision has been made on the basis of potential estimated employee and Scottish Government liabilities. If the  
 estimation is understated or additional claims are received then further funding may be required.

•  The Council has entered into two Public Private Partnerships (PPP) for the provision of educational buildings, their maintenance  
 and related facilities. The Council has considered the tests under IFRIC12 and concluded these are service concession  
 arrangements. We are deemed to control the services provided under PPP and also to control the residual value of the schools  
 at the end of the agreement. The accounting policies for PPP have been applied to these arrangements and the assets   
 under the contracts (valued at net book value of £124.955m) are recognised as PPE on the Council’s Balance Sheet. In terms  
 of financial modelling, indices are used and any increase in these indices above that set in the funding model will require us to  
 identify and allocate additional funding to the Scheme.
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Note 31 – Assumptions Made about the Future and Other Major Sources of Estimation Uncertainty
The disclosure requirements for sources of estimation uncertainty apply to a limited set of matters. They relate to assumptions and 
estimates at the end of the current reporting period that have a significant risk of resulting in a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year. 

These Accounts contain estimated figures that are based on assumptions about the future. Estimates are made taking into account 
historical experience, current trends and other relevant factors. However because balances cannot be determined with certainty, 
actual results could be materially different from the assumptions and estimates. The items in the Balance Sheet at 31 March 2021 
for which there is a significant risk of material adjustment in the forthcoming financial year are as follows:

•  PPE assets are depreciated over useful lives that are dependent on the level of repairs and maintenance that will be incurred  
 in relation to individual assets. The current economic climate may require us to review current spending levels on asset repairs  
 and maintenance bringing into doubt the useful lives assigned to assets. If the useful lives of assets reduce then depreciation  
 increases and the carrying amount falls. It is estimated that the annual depreciation charge would increase and the carrying  
 value would fall by £4.733m for each year that useful lives were reduced.

•  Estimation of the net liability to pay pensions depends on a number of judgements relating to the discount rate used, the rate  
 at which pay is projected to increase, changes in retirement ages, mortality rates and expected returns on assets. Strathclyde  
 Pension Fund has engaged expert advice about the assumptions applied. The effects on the net pensions liability of changes  
 in assumptions can be measured for instance, a 0.5% decrease in the real discount rate would result in an increase in the  
 pension liability of £127.560m. However, the assumptions interact in complex ways. During 2020/21, the Pension Fund’s  
 actuaries advised our share of the net pension liability has increased by £53.840m.

•  At 31 March 2021, the Council had an outstanding gross debtors balance of £19.395m. In line with the requirements of  
 IFRS 9 around expected credit losses a detailed review of outstanding debtors was undertaken at 31 March 2021   
 and, with the exception of amounts owed to the Council by other public sector bodies, full provision has been made within  
 services for outstanding debts in excess of 6 months. This equates to an allowance for doubtful debts of 29.2% (£5.670m).  
 In terms of financial modelling a 1% increase in the allowance could lead to an additional cost of £0.057m. The 100%  
 provision for sundry debts aged 6 months and over was undertaken as a result of Covid-19 and the impact it has had on  
 payments. This will be reviewed during the year to establish whether payments have been received.

•  Heritage assets are valued based on a combination of insurance valuation (98% of heritage assets by value) and judgement  
 applied by experienced officers within East Ayrshire Leisure Trust (2% of heritage assets by value). The value of heritage assets  
 held by the Council in 2020/21 is £41.543m (2019/20: £65.256m).

 Based on the information currently available, the Council is satisfied that the valuation included in the Annual Accounts is  
 reasonable, and that a change in assumptions would not reasonably require material adjustment in the current year, as  
 changes in assumptions would only impact those heritage assets not subject to insurance valuation. Given the level of   
 judgement and the interlinking of assumptions, it is impracticable to provide a sensitivity analysis of the assumptions   
 underpinning the valuation of heritage assets not subject to the insurance valuation.

 The Council acknowledges that there is a risk of adjustment of those heritage assets subject to insurance valuation in   
 2021/22 as the valuation provided can change in light of prevailing market conditions and insurance options.

 For heritage assets subject to in-house valuation, there is a risk of adjustment in 2021/22 as valuations are based on   
 comparisons with collection items in the list subject to insurance valuation, external sources such as ARTUK and Museum  
 Galleries Scotland, as well as professional judgement. As these input sources can be impacted by changing market   
 conditions, there is a potential impact on the valuation determined by the Council’s in-house valuer.

•  We utilised the services of Graham and Sibbald to provide the valuations for property, plant and equipment required for  
 31 March 2021. As a result of Covid-19, the valuer has provided the following statement attached to their valuation:

 Market Conditions Explanatory Note 
 The outbreak of COVID-19, declared by the World Health Organisation as a “Global Pandemic” on the 11th March   
 2020, has and continues to impact many aspects of daily life and the global economy – with some real estate markets having  
 experienced lower levels of transactional activity and liquidity. Travel restrictions have been implemented by many countries  
 and “lockdowns” applied to varying degrees.

 Material Valuation Uncertainty 
 The property sector in which a number of the subjects under valuation fall into continues to be faced with an unprecedented  
 set  of circumstances caused by Covid-19 and an absence of relevant/sufficient market evidence on which to base our  
 judgements. Our valuation is therefore reported as being subject to ‘material valuation uncertainty’ as set out in VPS 3 and  
 VPGA 10 of the RICS Valuation – Global Standards. Consequently, in respect of these valuations less certainty – and a higher  
 degree of caution – should be attached to our valuation than would normally be the case.
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For the avoidance of doubt this explanatory note, including the ‘material valuation uncertainty’ declaration, does not mean that 
the valuation cannot be relied upon. Rather, this explanatory note has been included to ensure transparency and to provide 
further insight as to the market context under which the valuation opinion was prepared. In recognition of the potential for market 
conditions to move rapidly in response to changes in the control or future spread of COVID-19 we highlight the importance of the 
valuation date. Given the unknown future impact that COVID-19 might have on the real estate market, we recommend that you 
keep the valuation of this property under frequent review

The valuation report has been used to inform the measurement of property assets in these financial statements, set out in Note 
12. As described above, the valuation report highlights a material uncertainty due to the impact of Covid-19. The valuer has 
confirmed that this material valuation uncertainty affects property assets within the following sectors:

• Any Retail and Leisure Assets falling into the ‘Non-operational’ category whereby the basis of valuation adopted is ‘Fair Value  
 – Investment Assets’.

• Assets falling into the ‘Operational’ Category whereby the basis of valuation adopted is ‘Specialised - Existing Use Value’  
 using the ‘Depreciated Replacement Cost basis on a Modern Equivalent Asset basis’.

The Council has a 5 year rolling programme for asset valuations and has not obtained a complete valuation of all property assets 
for 2020/21 as this is not required. The Council recognises that there may now be greater uncertainty in markets on which the 
valuations for the remaining assets were based, and on which asset measurements reflected in these Annual Accounts have also 
been calculated.

The Council has therefore considered the total potential exposure to the material valuation uncertainty. For those property assets 
subject to valuation in 2020/21, the value of assets held by the Council which are subject to the material valuation uncertainty is 
£14.097m. The total value of assets held by the Council within the sectors impacted as set out by the valuer, which consequently 
may now be subject to greater uncertainty, is £315.400m. The remainder of the assets listed within Note 12 – valued at 
£455.110m – are not subject to this increased uncertainty.

Although the valuer has declared a material valuation uncertainty related to these specific property assets, the valuer has continued 
to exercise professional judgement in preparing the valuation and has confirmed that this is the best information available to the 
Council as at 31 March 2021 and can be relied upon.

The sectors impacted in 2020/21 differ from those in 2019/20, when a similar material valuation uncertainty clause was 
included in the valuation report provided by Graham and Sibbald. In 2019/20, the material valuation uncertainty applied to 
operational assets, due to a lack of available market data, which accounted for approximately 20% of the property assets valued 
in 2019/20. The increased uncertainty attached to those assets not revalued in the year impacted on approximately 43% of the 
Council’s overall asset base in 2019/20. In 2020/21, the material valuation uncertainty applies to non-operational Retail and 
Leisure Assets valued on a ‘Fair Value – Investment’ basis, and operational assets valued on a ‘Depreciated Replacement Cost’ 
basis, which encompasses 33% of the Council’s overall asset base in 2020/21. While the sectors impacted by the material 
valuation uncertainty have changed between 2019/20 and 2020/21, the overall level of uncertainty impacting on property 
valuations remains relatively consistent.
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Note 32 – Summarised Financial Information of Group Entities
The Council has an interest in a Common Good Fund, East Ayrshire Leisure Trust and several Joint Boards. The accounting year 
end for these entities is 31 March 2021. Full details are disclosed below.

The Common Good Fund has been consolidated in to the Group Statements as a 100% fully controlled subsidiary of the Council. 
Full details of the Common Good Fund are included on page 82. The group entities have been consolidated as follows:

•  East Ayrshire Leisure Trust (consolidated as a Structured Entity)

•  East Ayrshire Integration Joint Board (consolidated as a Joint Venture)

•  Strathclyde Partnership for Transport (consolidated as an Associate)

•  Strathclyde Concessionary Travel Scheme Joint Committee (consolidated as an Associate)

•  Ayrshire Valuation Joint Board (consolidated as an Associate)

The Council’s share of its Associates is as follows:

Strathclyde Partnership for Transport 
Strathclyde Partnership for Transport (SPT) was formed by bringing together Strathclyde Passenger Transport Authority and 
Executive and the West of Scotland Transport Partnership Joint Committee (WESTRANS) voluntary partnership. The new SPT was 
established by the Transport (Scotland) Act 2005 and the Partnership Board comprises of twenty nine members representing the 
twelve constituent unitary authorities in the West of Scotland plus other interested parties. Of the twenty nine members, twenty are 
nominated from Councils and between seven and nine are public appointments. East Ayrshire Council has one Elected Member 
on the Board and the Council’s share of the net assets / liabilities of the Partnership has been based on the precept requisition of 
5.46%. SPT Accounts can be obtained by contacting the Assistant Chief Executive (Business Support), Strathclyde Partnership for 
Transport, 131 St Vincent Street, Glasgow, G2 5JF.

Strathclyde Concessionary Travel Scheme Joint Committee (SCTS) 
The Committee comprises the twelve Councils within the designated Strathclyde Passenger Transport area. The costs of the scheme 
are met by the Councils. The Council’s share of the net assets / liabilities of the Joint Committee has been based on the precept 
requisition of 5.81%. A copy of the Annual Accounts for SCTS can be obtained from the Assistant Chief Executive (Business 
Support), Strathclyde Partnership for Transport, 131 St Vincent Street, Glasgow, G2 5JF.

Ayrshire Valuation Joint Board (AVJB) 
The AVJB is an independent public body formed in 1996 at local government reorganisation by Act of Parliament. The Council 
has no shares in, nor ownership of, the Board. The Board’s running costs are met by the three Councils of East, North, and South 
Ayrshire. Surpluses or deficits on the Board’s operation are shared between the three member Councils.

The Board maintains the electoral, council tax and non-domestic rates registers for East, North and South Ayrshire councils. The 
allocation is based on the percentage share of revenue and capital requisitions. East Ayrshire Council’s allocation is 30%.

A copy of the Annual Accounts for the Joint Board can be obtained from the Treasurer to the Ayrshire Valuation Joint Board, South 
Ayrshire Council, County Buildings, Wellington Square, Ayr KA7 1DR.
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East Ayrshire Leisure Trust 
East Ayrshire Leisure Trust was established by the Council as a Scottish Charitable Incorporated Organisation to manage the 
range of leisure services agreed with the Council. The Trust became fully operational on 1 July 2013 and is responsible for its 
own governance and appointments to its board of Trustees. The Council has Member representation on the board of the Trust 
as part of the agreement establishing the Trust, as well as two non-voting positions. The Council provides funding to the Trust 
based on agreed service plans but does not have a controlling interest in the strategic direction or financial management of the 
organisation. East Ayrshire Council’s allocation of this associate is based on representation to the Board. Five councillors from East 
Ayrshire Council act as Trustees on the Board out of a total of eleven Trustees and the percentage share is 45.45%. The Leisure 
Trust is treated as a structured entity within the group, responsible for risks arising from the payment of severance costs.

A copy of the Annual Accounts for the Leisure Trust can be obtained from the Chief Executive, East Ayrshire Leisure, Dower House, 
Dean Castle Country Park, Dean Road, Beansburn, Kilmarnock, East Ayrshire, KA3 1XB.

East Ayrshire Integration Joint Board (IJB) 
The IJB is a statutory body established to integrate health and social care services between the Council and NHS Ayrshire and 
Arran and the contribution provided by the Council to the IJB in 2020/21 was £82.043m. The IJB Board comprises eight voting 
members with four made up of East Ayrshire councillors. The IJB is consolidated as a joint venture and therefore the percentage 
share is 50%. A copy of the Annual Accounts for the East Ayrshire Integration Joint Board can be obtained from the Chief Finance 
Officer, East Ayrshire Council, London Road, Kilmarnock, East Ayrshire, KA3 7BU.

Alignment of Accounting Policies 
Details of the Accounting Policies used in compiling the single entity East Ayrshire Council Annual Accounts are contained in Note 
27. The Accounting Policies of the Council and its Group Entities noted above are fully aligned with the exception of the period 
over which non current assets are depreciated.

Inventories 
Valuation methods vary slightly across the group with the Council and East Ayrshire Leisure Trust using the lower of cost or net 
realisable value. None of the other bodies in the group hold inventories.

Ayrshire Growth Deal 
The Ayrshire Economic Joint Committee was established on 24 April 2019 following agreement by East, North and South 
Ayrshire councils. The purpose of the Committee is to implement a governance structure to oversee the delivery of the Ayrshire 
Growth Deal and to promote the main drivers for the Regional Economic Partnership, namely to promote and deliver regional 
economic and inclusive growth on an Ayrshire-wide basis. The formal virtual signing of the Ayrshire Growth Deal took place on 
19 November 2020 and aims to deliver over £251.5m of investment across Ayrshire.

During the year the all three councils made an equal contribution to the Project Management Office costs of £0.217m.
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HOUSING REVENUE ACCOUNT (HRA) 
Income and Expenditure Statement
 
This statement shows the economic cost in the year of providing housing services in accordance with generally accepted 
accounting practices, rather than the amount to be funded from rents and government grants. Authorities charge rents to cover 
expenditure in accordance with the legislative framework; this may be different from the accounting cost. The increase or decrease 
in the year, on the basis upon which rents are raised, is shown in the Movement on the Housing Revenue Account Statement.
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MOVEMENT ON THE HRA AND NOTES 
 
The following table takes the outturn on the HRA Income and Expenditure Statement and reconciles it to the in-year surplus on the 
HRA Balance, calculated in accordance with the requirements of the 1987 Act.

Further details of the adjustments between accounting basis and funding basis under statute for the HRA are included in the 
Movement in Reserves Statement on page 33 for 2020/21 and are shown as Adjustments relating to Pensions, Capital and 
Other Items.

 
Note 33 - Notes to the Housing Revenue Account
Housing Stock
The number and types of dwelling in the Council’s housing stock is as follows:

Rental Information and Loss on Void Properties
The amount of rent arrears and the provision considered necessary in respect of uncollectable debts is shown in the following table:

We are required to disclose the loss on void properties and in 2020/21 this amounted to £1.982m. The comparator figure for 
2019/20 was £2.348m.
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COUNCIL TAX INCOME ACCOUNT 
 
The Council Tax Income Account shows the gross income raised from council taxes levied and deductions made under Statute. The 
resultant net income is transferred to the CIES.

 
Occupiers of domestic properties are liable to pay Council Tax. This is 
a tax levied by local authorities on domestic properties within their area. 
Dwellings fall within a valuation band ‘A’ to ‘H’ which is determined by the 
Assessor, employed by Ayrshire Valuation Joint Board (AVJB). In setting its 
budget the Council determines the Council Tax level each year. Charges 
for other bands are proportionate to the Band ‘D’ figure. The Band ‘D’ 
Council Tax for 2020/21 was £1,375.35 (2019/20 £1,311.86). 
Properties can be exempt if they are unoccupied or occupied by certain 
categories of occupant. A reduction may be applied if a resident is 
disabled and the property adapted. A discount of 25% is available for 
properties occupied by one liable person aged 18 years and over.

 
Note 34 – Calculation of the Council Tax base
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NON-DOMESTIC RATE ACCOUNT 
 
The Non-Domestic Rate Account is an agent’s statement that reflects the statutory obligation for billing authorities to maintain a 
separate Non-Domestic Rate Account. The statement shows the gross income from the rates and deductions made under statute. 
The net income is paid to the Scottish Government as a contribution to the National Non-Domestic Rate pool.

 
Note 35 – Analysis of Rateable Values

 
Note 36 – Nature and Amount of NDR Rate Fixed
The amount paid for Non-Domestic Rates is determined by the rateable value placed on the property by the Assessor multiplied by 
the Rate per £ announced each year by the Scottish Government. The National Non-Domestic Rate poundage set by the Scottish 
Government for 2020/21 was 49.8p, with supplements of 1.3p and 2.6p.
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REMUNERATION REPORT 

All information disclosed in the tables in this Remuneration Report has been audited by Deloitte LLP. All other sections of the 
Remuneration Report will be reviewed by Deloitte LLP to ensure that they are consistent with the financial statements.

The remuneration of councillors is regulated by the Local Governance (Scotland) Act 2004 (Remuneration) Regulations 2007  
(SSI No. 2007/183) as amended. The Regulations govern the remuneration arrangements for Leaders, Provosts and Senior 
Councillors. A Senior Councillor is a councillor who holds a significant position of responsibility in the Council’s political 
management structure.

For 2020/21 the salary for the Leader of East Ayrshire Council was set by Scottish Ministers at £35,713. The Regulations permit 
the Council to remunerate a Provost and set out the maximum salary that may be paid to them at £26,785.

The Regulations also set out the remuneration that may be paid to Senior Councillors, other than the Leader of the Council and 
the Provost, and the total number of Senior Councillors the Council may have. The maximum yearly amount that may be paid to a 
Senior Councillor is 75% of the total yearly amount payable to the Leader of the Council (i.e. 75% of £35,713 = £26,785). The 
total yearly amount payable by the Council for remuneration of all of its Senior Councillors, excluding remuneration to the Leader 
of the Council and the Provost, shall not exceed £312,473. Subject to a maximum number of 14 Senior Councillors, the Council 
is able to exercise flexibility in the determination of the precise number of Senior Councillors and their salary within these limits

In 2020/21 East Ayrshire Council appointed 12 Senior Councillors and the remuneration paid to these councillors, excluding 
remuneration to the Leader of the Council and the Provost totalled £312,158. The total remuneration to these councillors and to 
the Leader of the Council and Provost totalled £375,961. The Regulations also permit the Council to pay contributions or other 
payments as required to the Local Government Pension Scheme in respect of those councillors who elect to become councillor 
members of the pension scheme.

The Council Members’ Salaries and Expenses Scheme was last agreed at a meeting of the full Council on 29 June 2017. The 
annual return of Members Expenses is available at www.east-ayrshire.gov.uk.

Remuneration of Councillors

In addition to Senior Councillors, the Regulations also set out the remuneration payable to councillors with the responsibility of a 
Convenor or a Vice-Convenor of Joint Boards. The Regulations require the remuneration to be paid by the Council of which the 
Convenor or Vice-Convenor is a member. The Council is also required to pay any pension contributions arising from the Convenor 
or Vice-Convenor being a member of the Local Government Pension Scheme. The Council is reimbursed by the Joint Board for any 
additional remuneration paid to the member from being a Convenor or Vice-Convenor of a Joint Board.

https://www.east-ayrshire.gov.uk/Resources/PDF/M/Members-Expenses-202021-Final.pdf
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The table below excludes pension contributions, disclosed as part of the pension benefits disclosure:

Note 1:  The 2020/21 costs relate to salary, fees and allowances; there were no taxable expenses or non-cash benefits in kind.

Note 2:  Details for 2019/20 at: https://www.east-ayrshire.gov.uk/Resources/PDF/A/Annual-Accounts-2019-20.pdf

Remuneration of Senior Employees of the Council
The remuneration of senior employees is also set by reference to national arrangements. The Scottish Joint Negotiating Committee 
(SJNC) for Local Authority Services sets the salaries for the Chief Executives of Scottish Local Authorities. Circular CO/150 sets 
the amount of salary for the Chief Executive of the Council for the year ended 31 March 2021. The salaries of the Chief Officers 
were reviewed as part of the Council’s management restructure approved by Cabinet on 29 October 2014. The Council does 
not pay bonuses or performance related pay. Chief Officers are entitled to reimbursement for business travel and business related 
costs in accordance with amounts agreed nationally by the SJNC or as approved by the Council. Chief Officers are eligible to 
join the Local Government Pension Scheme.

The Remuneration of Senior Officers disclosure noted below has been compiled in accordance with the requirements of the Local 
Government Finance Circular No 8/2011.

https://www.east-ayrshire.gov.uk/Resources/PDF/A/Annual-Accounts-2019-20.pdf
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Note 1:  2020/21 costs relate to salary, fees and allowances; there were no taxable expenses or compensation for loss of employment.

Note 2:  The Chief Executive retired from the Council on 31 January 2021 and remuneration includes £1,172 in respect of the European  
 Parliamentary Election (23 May 2019). The new Chief Executive was in post from 11 January 2021 and the full year remuneration  
 of this post is £138,047.

Note 3:  The Depute Chief Executive and Chief Financial Officer retired from the Council on 4 January 2021; the full year remuneration of the  
 post is £118,976.

Note 4:  The Director of Health and Social Care is the Chief Officer of the Integration Joint Board (IJB). These costs are replicated in the IJB  
 Accounts; the full year remuneration of this post is £118,976.

Note 5:  The Interim Head of Finance & ICT took on the role of Chief Financial Officer from 4 January 2021; the full year remuneration is  
 £103,914.

Note 6:  Details of Senior employees who left the Council during 2019/20 can be found at:  
 https://www.east-ayrshire.gov.uk/Resources/PDF/A/Annual-Accounts-2019-20.pdf

Remuneration of Employees receiving more than £50,000
The Council is required to disclose information on the number of employees whose remuneration was £50,000 or more in 
2020/21. In accordance with the disclosure requirement of the Regulations, the information in the table which follows shows the 
number of employees in bands of £5,000 and includes the senior employees who are subject to the full disclosure requirements.

Pension Benefits
Pension benefits for councillors and employees (excluding teachers) are provided through the Local Government Pension Scheme. 
This is a contributory scheme with employee contributions of between 5.5% and 12.0% dependent on salary. Membership of 
the pension scheme is voluntary and not all councillors and employees are members. Councillors’ pension benefits are based on 
career average pay and pay for each year or part year ending 31 March is adjusted for the increase in the cost of living, as 
measured by the appropriate indices. The total of the revalued pay is then divided by the period of membership to calculate the 
career average pay. This is the value used to calculate the pension benefits.

For local government employees this was a final salary pension scheme up to 31 March 2015. For service from 1 April 2015 
employees are in a career revalued actual pension scheme and each year an amount of pension is earned that is then revalued 
for inflation until retirement.

At retirement members may opt to commute pension for a lump sum up to the limit set by the Finance Act 2004. The current 
accrual rate is 1/49th of final pensionable salary. The value of the accrued benefits has been calculated on the basis of the age 
at which the person will first become entitled to receive a full pension on retirement without reduction on account of its payment at 
that age; without exercising any option to commute pension entitlement into a lump sum; and without any adjustment for the effects 
of future inflation. The pension figures shown relate to the benefits that the person has accrued as a consequence of their total 
local government service, and not just their current appointment.

https://www.east-ayrshire.gov.uk/Resources/PDF/A/Annual-Accounts-2019-20.pdf
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Senior Councillors
The table shows pension entitlements and the contributions made by the Council.

Note 1  The Accrued Pension Benefits figures have been provided by Strathclyde Pension Fund.

Note 2  Councillor F Campbell is not a member of the Strathclyde Pension Fund.
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Senior Employees
The pension entitlements and the contributions made by the Council are shown in the following table and relate to the benefits that 
the person has accrued in respect of their total local government service and not just their current appointment. Contribution levels 
are set by Strathclyde Pension Fund.

*The Accrued Pension Benefits represent figures from the SPF and do not take account of SPPA Benefits.

*
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Exit Packages
The Code requires disclosure of all exit packages agreed, in rising bands. Exit package values include redundancy, pension 
strain, and compensatory lump sum for all retirees. The values also include the notional capitalised cost of compensatory added 
years (“added years”). These are based on an assessment by the pension’s provider of the present value of all future payments to 
the retiree until death. The number of exit packages with total cost per band and cost of the compulsory and other redundancies 
are set out below. Notional capitalised compensatory added years and pension strain costs relating to teachers are based on a 
calculation provided by the Scottish Public Pensions Agency. In 2020/21 £1.327m was approved either by Cabinet or under 
the Head of Human Resources’ delegated authority.

Trade Union Facility Time Statement
Under the Trade Union (Facility Time Publication Requirements) Regulation 2017, we are required to collect and publish data in 
relation to our usage and spend of trade union facility time in respect of employees who are trade union representatives.

During 2020/21 there were 36 employees who were trade union representatives (35.2 FTE) and the percentage on facility time was: 

The percentage of the total paybill spent on facility time was 0.05% and the time spent on paid trade union activities as a 
percentage of total paid facility time hours was 37.65%

These disclosures are not subject to testing as part of the year-end audit. Details for the period 1 April 2020 to 31 March 2021 
are available on our website at

https://www.east-ayrshire.gov.uk/JobsAndCareers/EqualityinEmployment.aspx.

Eddie Fraser 
Chief Executive 
30 September 2021

Councillor Douglas Reid 
Leader of the Council 
30 September 2021

https://www.east-ayrshire.gov.uk/JobsAndCareers/EqualityinEmployment.aspx
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COMMON GOOD ACCOUNT
 
Common Good is used to denote property of the former Burghs and was reserved for purposes which promoted the general good 
of the inhabitants. We administer these Funds but they are not our assets and are not included in our Balance Sheet.

Movement in Reserves Statement for the Year ended 31 March 2021

Comprehensive Income and Expenditure Statement for the Year ended 31 March 2021

Balance Sheet at 31 March 2021 

 
Notes – Property Plant and Equipment (Other Land and Buildings)
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TRUSTS AND BEQUESTS
 
We administer a number of charitable funds registered with the Office of the Scottish Charities Regulator. These are not assets 
available to the Council and are not included in the Balance Sheet. The Trusts produce separate annual accounts, published at 
www.oscr.org.uk and available on our website here.

 
We also administer 33 Trusts not registered with OSCR with total assets at 31 March 2021 of £180,570.  
The combined income of these Trusts in 2020/21 was £318, no expenditure was incurred in the year.

https://www.oscr.org.uk/
https://www.east-ayrshire.gov.uk/CouncilAndGovernment/About-the-Council/Grants-and-funding/TrustsandBequests.aspx
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INDEPENDENT AUDITOR’S REPORT
Independent auditor’s report to the members of East Ayrshire Council and the Accounts Commission

Reporting on the audit of the financial statements

Opinion on financial statements

We certify that we have audited the financial statements in the annual accounts of East Ayrshire Council and its group for the 
year ended 31 March 2021 under Part VII of the Local Government (Scotland) Act 1973. The financial statements comprise the 
group and council-only Expenditure and Funding Analysis and note to Expenditure and Funding Analysis, Movement in Reserves 
Statement, Comprehensive Income and Expenditure Statement, Balance Sheet, and Cash Flow Statement, the council-only Housing 
Revenue Account Income and Expenditure Statement, the Movement on the Housing Revenue Account Statement, the Council Tax 
Income Account, the Non-Domestic Rate Account, the Common Good Account, Trusts and Bequests, and notes to the financial 
statements, including a summary of significant accounting policies. The financial reporting framework that has been applied in 
their preparation is applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union, 
and as interpreted and adapted by the Code of Practice on Local Authority Accounting in the United Kingdom 2020/21 (the 
2020/21 Code).

In our opinion the accompanying financial statements:

• give a true and fair view in accordance with applicable law and the 2020/21 Code of the state of affairs of the council and  
 its group as at 31 March 2021 and of the income and expenditure of the council and its group for the year then ended;

• have been properly prepared in accordance with IFRSs as adopted by the European Union, as interpreted and adapted by  
 the 2020/21 Code; and

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

Basis for opinion

We conducted our audit in accordance with applicable law and International Standards on Auditing (UK) (ISAs (UK)), as 
required by the Code of Audit Practice approved by the Accounts Commission for Scotland. Our responsibilities under those 
standards are further described in the auditor’s responsibilities for the audit of the financial statements section of our report. We 
were appointed by the Accounts Commission on 31 May 2016. The period of total uninterrupted appointment is 5 years. We 
are independent of the council and its group in accordance with the ethical requirements that are relevant to our audit of the 
financial statements in the UK including the Financial Reporting Council’s Ethical Standard, and we have fulfilled our other ethical 
responsibilities in accordance with these requirements. Non-audit services prohibited by the Ethical Standard were not provided to 
the council. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter – Material uncertainty relating to valuation of Retail and Leisure property assets, and property assets valued 
on a Depreciated Replacement Cost basis 

We draw attention to note 31, which describes the effects of the uncertainties created by the coronavirus (COVID-19) pandemic 
on the valuation of the Council’s Retail and Leisure property assets, and property assets valued on a Depreciated Replacement 
Cost basis. As noted by the Council’s external valuer, the pandemic has caused extensive disruptions to businesses and economic 
activities and the uncertainties created have increased the estimation uncertainty over the value of the Retail and Leisure property 
assets, and property assets valued on a Depreciated Replacement Cost basis at the balance sheet date. Our opinion is not 
modified in respect of this matter.

Conclusions relating to going concern basis of accounting

We have concluded that the use of the going concern basis of accounting in the preparation of the financial statements is 
appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, 
individually or collectively, may cast significant doubt on the council’s ability to continue to adopt the going concern basis of 
accounting for a period of at least twelve months from when the financial statements are authorised for issue.

Risks of material misstatement

We report in a separate Annual Audit Report, available from the Audit Scotland website, the most significant assessed risks 
of material misstatement that we identified and our judgements thereon.

https://www.audit-scotland.gov.uk/uploads/docs/report/2016/code_audit_practice_16.pdf
https://www.audit-scotland.gov.uk/our-work/annual-audits
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Responsibilities of the Chief Financial Officer and Head of Finance & ICT and East Ayrshire Council for the financial statements

As explained more fully in the Statement of Responsibilities, the Chief Financial Officer and Head of Finance & ICT and is 
responsible for the preparation of financial statements that give a true and fair view in accordance with the financial reporting 
framework, and for such internal control as the Chief Financial Officer and Head of Finance & ICT determines is necessary to 
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Chief Financial Officer and Head of Finance & ICT and is responsible for assessing the 
Council’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless deemed inappropriate.

East Ayrshire Council is responsible for overseeing the financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a 
high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial 
statements.

A further description of the auditor’s responsibilities for the audit of the financial statements is located on the Financial Reporting 
Council’s website www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our 
responsibilities outlined above to detect material misstatements in respect of irregularities, including fraud. Procedures include:

• considering the nature of the Council’s control environment and reviewing the council’s documentation of their policies and  
 procedures relating to fraud and compliance with laws and regulations. We also enquired with management, internal audit  
 and those charged with governance about their own identification and assessment of the risks of irregularities;

• obtaining an understanding of the applicable legal and regulatory framework and how the council is complying with that  
 framework;

• identifying which laws and regulations are significant in the context of the council;

• assessing the susceptibility of the financial statements to material misstatement, including how fraud might occur; and

• considering whether the audit team collectively has the appropriate competence and capabilities to identify or recognise non- 
 compliance with laws and regulations.

We obtained an understanding of the legal and regulatory framework that the body operates in, and identified the key laws and 
regulations that:

• had a direct effect on the determination of material amounts and disclosures in the financial statements. This included the Local  
 Government (Scotland) Act 1973, the Local Authority

 Accounts (Scotland) Regulations 2014, the Local Government in Scotland Act 2003 and the Public Bodies (Joint Working)  
 Scotland Act 2014.

• do not have a direct effect on the financial statements but compliance with which may be fundamental to the body’s ability to  
 operate or to avoid a material penalty. These included the Data Protection Act 2018 and relevant employment legislation.

We discussed among the audit engagement team regarding the opportunities and incentives that may exist within the organisation 
for fraud and how and where fraud might occur in the financial statements.

As a result of performing the above, we identified the greatest potential for fraud was in relation to the recognition of COVID-19 
related income. The risks are that the COVID-19 related income is incorrected recorded where grant conditions exist and has not 
been correctly assessed and disclosed as either a principal or agency relationship. In response to this risk, we tested a sample of 
COVID-19 funding to confirm that it has been recognised in accordance with any conditions applicable. In addition, we have 
tested the agency arrangement disclosures to confirm that they have been correctly assessed and disclosed.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk of 
management override. In addressing the risk of fraud through management override of controls, we tested the appropriateness of 
journal entries and other adjustments; assessed whether the judgements made in making accounting estimates are indicative of a 

https://www.frc.org.uk/auditors/audit-assurance/auditor-s-responsibilities-for-the-audit-of-the-fi/description-of-the-auditor’s-responsibilities-for
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potential bias; and evaluated the business rationale of any significant transactions that are unusual or outside the normal course of 
business.

In addition to the above, our procedures to respond to the risks identified included the following:

• reviewing financial statement disclosures by testing to supporting documentation to assess compliance with provisions of  
 relevant laws and regulations described as having a direct effect on the financial statements;

• performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material  
 misstatement due to fraud;

• enquiring of management, internal audit and internal legal counsel concerning actual and potential litigation and claims, and  
 instances of non-compliance with laws and regulations; and

• reading minutes of meetings of those charged with governance and reviewing internal audit reports.

The extent to which our procedures are capable of detecting irregularities, including fraud, is affected by the inherent difficulty 
in detecting irregularities, the effectiveness of the council’s controls, and the nature, timing and extent of the audit procedures 
performed.

Irregularities that result from fraud are inherently more difficult to detect than irregularities that result from error as fraud may involve 
collusion, intentional omissions, misrepresentations, or the override of internal control. The capability of the audit to detect fraud 
and other irregularities depends on factors such as the skilfulness of the perpetrator, the frequency and extent of manipulation, the 
degree of collusion involved, the relative size of individual amounts manipulated, and the seniority of those individuals involved.

 
Reporting on other requirements

Opinion prescribed by the Accounts Commission on the audited part of the Remuneration Report

We have audited the part of the Remuneration Report described as audited. In our opinion, the audited part of the Remuneration 
Report has been properly prepared in accordance with The Local Authority Accounts (Scotland) Regulations 2014.

Statutory other information

The Chief Financial Officer and Head of Finance & ICT is responsible for the statutory other information in the annual accounts. 
The statutory other information comprises the Management Commentary, Annual Governance Statement, Statement of 
Responsibilities and the unaudited part of the Remuneration Report.

Our responsibility is to read all the statutory other information and, in doing so, consider whether the statutory other information is 
materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise appears to be materially 
misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to determine whether 
this gives rise to a material misstatement in the financial statements themselves. If, based on the work we have performed, we 
conclude that there is a material misstatement of this statutory other information, we are required to report that fact. We have 
nothing to report in this regard.

Our opinion on the financial statements does not cover the statutory other information and we do not express any form of 
assurance conclusion thereon except on the Management Commentary and Annual Governance Statement to the extent explicitly 
stated in the following opinions prescribed by the Accounts Commission.

Opinions prescribed by the Accounts Commission on Management Commentary and Annual Governance Statement

In our opinion, based on the work undertaken in the course of the audit:

• the information given in the Management Commentary for the financial year for which the financial statements are prepared is  
 consistent with the financial statements and that report has been prepared in accordance with statutory guidance issued under  
 the Local Government in Scotland Act 2003; and

• the information given in the Annual Governance Statement for the financial year for which the financial statements are  
 prepared is consistent with the financial statements and that report has been prepared in accordance with the Delivering  
 Good Governance in Local Government: Framework (2016).

Matters on which we are required to report by exception

We are required by the Accounts Commission to report to you if, in our opinion:

• adequate accounting records have not been kept; or

• the financial statements and the audited part of the Remuneration Report are not in agreement with the accounting records; or
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• we have not received all the information and explanations we require for our audit; or

• there has been a failure to achieve a prescribed financial objective.

We have nothing to report in respect of these matters.

Conclusions on wider scope responsibilities

In addition to our responsibilities for the annual accounts, our conclusions on the wider scope responsibilities specified in the Code 
of Audit Practice, including those in respect of Best Value, are set out in our Annual Audit Report.

Use of our report

This report is made solely to the parties to whom it is addressed in accordance with Part VII of the Local Government (Scotland) 
Act 1973 and for no other purpose. In accordance with paragraph 120 of the Code of Audit Practice, we do not undertake to 
have responsibilities to members or officers, in their individual capacities, or to third parties.

 

Pat Kenny, CPFA (for and on behalf of Deloitte LLP)

110 Queen Street

Glasgow

G1 3BX

United Kingdom

30 September 2021
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GLOSSARY OF TERMS
Accruals.  The concept that income and expenditure are 
recognised as they are earned or incurred, not as money is 
received or paid.

Accumulated Absence Account.  This absorbs the 
differences which would otherwise arise from accruing for 
compensated absences earned but not taken in the year, such 
as annual leave entitlement. Statutory arrangements require 
that the impact on the General Fund Balance is neutralised by 
transfers to and from this Account.

Actuarial Gains and Losses (Pensions).  The 
changes in actuarial deficits or surpluses that arise because 
events have not coincided with the actuarial assumptions 
made for the last valuation (experience gains or losses) or the 
actuarial assumptions have changed.

Amortised Cost.  A mechanism that sees through 
contractual terms to measure the real cost that the Council 
bears each year from entering a financial liability. 

Assets Held for Sale.  Assets which meet the following 
criteria are classified as ‘Held for Sale’: assets are available 
for immediate sale in their present condition and location; the 
sale is expected to be completed within 12 months of being 
classified as ‘Held for Sale’; management are committed to 
the asset selling plan; and active marketing to support the 
sale exists. 

Associate. An associate is an entity, including an 
unincorporated entity such as a partnership, over which the 
Council has significant influence.

Available for Sale Financial Assets.  Non-derivative 
financial assets not classified as Loans and Receivables, 
Held to Maturity Investments or Financial Assets at Fair 
Value through Income and Expenditure.  Any changes in the 
fair value of these assets are held in the Available for Sale 
Financial Instruments Reserve.

Available for Sale Financial Instrument Reserve.   
An unusable reserve which contains the gains made by the 
Council arising from increases in the value of its Available 
for Sale Financial Assets. The balance is reduced when 
investments with accumulated gains are revalued downwards 
or disposed of.

Capital Expenditure.  Expenditure on the acquisition of 
a non current asset or expenditure which adds to, and not 
merely maintains, the value of an existing non current asset.

Capital Financed from Current Revenue (CFCR). This 
relates to revenue resources used to pay for capital projects.

Capital Adjustment Account. This provides a 
balancing mechanism between the different rates at which 
assets are depreciated under the Code and are financed 
through the capital controls system. 

Capital Fund.  A Fund which is credited with all net 
capital receipts, except where they are related to a specific 
project, together with any in-year debt charge surpluses 
arising from slippage in the capital programme and is used 
to meet the costs of capital investment in assets and the 
repayment of the principal element of borrowing.

Capital Financing Cost. This represents the annual 
cost of financing the sums borrowed by the Council to fund 
capital programmes, being the repayment of debt, interest 
on monies borrowed and expenses incurred in managing the 
debt portfolio.

Capital Grant Unapplied Account. This contains any 
capital grants or contributions which have been received 
where the related capital expenditure has not yet been 
incurred and will be released to meet the costs of that capital 
expenditure as appropriate.

Common Good.  Denotes all property of the former 
Burghs not acquired under statutory powers or held under 
special trusts and reserved for purposes which promoted the 
general good of the inhabitants or dignity of the Burgh.

Community Assets.  Assets that the local authority intends 
to hold in perpetuity which have no determinable useful life 
and which may have restrictions on their disposal.  Examples 
of community assets are parks and historic buildings.

Contingency.  A condition which exists at the balance 
sheet date where the outcome will be confirmed only on the 
occurrence, or non-occurrence, of one or more uncertain 
future events.

Contributions paid to the Strathclyde Pension 
Fund. Cash paid as employer’s contributions to the pension 
fund in settlement of liabilities. This is not accounted for as an 
expense under accounting conventions.

Current Service Cost (Pensions).  The increase in the 
present value of a defined benefit scheme’s liabilities expected 
to arise from employee service in the current period.

Curtailments (Pensions).  An event that reduces the 
expected years of future service of present employees or 
reduces for a number of employees the accrual of defined 
benefits for some or all of their future service.

Depreciation. The measure of the wearing out, 
consumption or other reduction in the useful economic life of 
a non current asset whether arising from use, passage of time 
or obsolescence through technological or other changes. 

Depreciated Historic Cost.  The historic cost of a 
particular asset less the depreciation written off over the life of 
that asset to date.

Depreciated Replacement Cost. The replacement cost 
of a particular asset less the depreciation written off over the 
life of that asset to date.
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Existing Use Value.  The market value of a particular 
Council dwelling less the difference between the average 
rental income between public and private sector dwellings.

Expected Rate of Return on Pension Assets.  The 
average rate of return, including both income and changes 
in fair value but net of scheme expenses, expected over the 
remaining life of the related obligation on the actual assets 
held by the scheme.

Fair Value.  This is the price at which an asset could be 
exchanged in an arms length transaction less any grants 
receivable towards the purchase or use of the asset.

Faithful Representation. Information contained within 
the Annual Accounts must be complete (within the bounds of 
materiality and cost), and free from bias and material error. 
The extent to which information has been estimated and 
judgements made have been reported.

Financial Asset.  A right to future economic benefits 
controlled by the Council that is represented by cash, 
an equity instrument of another entity, a contractual right 
to receive cash from another entity or a financial right to 
exchange financial instruments under conditions that are 
potentially favourable to the Council.

Financial Instrument.   Any contract that gives rise to a 
financial asset of one entity and a financial liability or equity 
instrument of another. 

Financial Instruments Adjustment Account.  This 
holds the accumulated difference between the financing 
costs included in the Income and Expenditure Account and 
the accumulated financing costs required in accordance with 
regulations to be charged to the General Fund balance.

Financial Liability.  An obligation to transfer economic 
benefits controlled by the Council that is represented by a 
contractual obligation to deliver cash or another financial 
asset to another entity or a contractual obligation to 
exchange financial instruments under conditions which are 
potentially unfavourable to the Council.

Financial Reporting Standard (FRS).  Financial 
Reporting Standards are issued by the Accounting Standards 
Board and define proper accounting practice for a given 
transaction or event.

Gains/ Losses on Settlements and Curtailments. 
The result of actions to relieve the Council of liabilities or 
events that reduce the expected future service or accrual 
of benefits of employees. This is charged or credited to 
Non Distributed Costs in the Comprehensive Income and 
Expenditure Statement.

General Fund Balance.  This contains the net surplus 
on the provision of Council services combined with any 
balances from previous years and any contributions to other 
funds or reserves made during the year.

Group Accounts.  The purpose of group accounts is to 
show the Council’s interest in organisations and companies 
within the Annual Accounts. The Council’s shares of the assets 
and liabilities of these other entities are shown in the Group 
Movement in Reserves Statement, Comprehensive Income 
and Expenditure Statement and Group Balance Sheet.

Government Grants.  Assistance by government and 
inter-government agencies and similar bodies, whether local, 
national or international, in the form of cash or transfers of 
assets to an authority in return for past, or future, compliance 
with certain conditions relating to the activities of the 
authority.

Heritage Assets.  Assets which are intended to be 
preserved in trust for future generations because of their 
cultural, environmental and historical associations and are 
held by the Council for the maintenance of heritage.

HRA Balance.  This contains the net surplus in relation to 
the management of the Council’s housing stock combined 
with any balances from previous years and any contributions 
to other funds or reserves made during the year.

International Accounting Standards (IAS).  
International Accounting Standards are issued by the 
International Accounting Standards Board and define proper 
accounting practice for a given transaction or event. IAS’s 
take precedence over other accounting standards in the 
hierarchy of technical accounting standards.

Impairment.  A reduction in the value of a non current or 
financial asset below the valuation held on the balance sheet.

Infrastructure Assets.  Non current assets that are 
inalienable, expenditure on which is recoverable only by 
continued use of the asset created.  Examples of infrastructure 
assets are highways and footpaths.

Intangible Assets.  Non-financial assets which do 
not have physical substance but are identifiable and are 
controlled by the Council.

Interest Cost (Pensions).  The expected increase during 
the period in the present value of the scheme liabilities 
because the benefits are one period closer to settlement.

Inventories.  Inventories may comprise the following: 
goods or other assets purchased for resale; consumable 
stores; raw materials and components purchased for 
incorporation into products for sale; products and services 
in intermediate stages of completion; long-term contract 
balances; and finished goods.

Joint Venture.  A contractual or binding arrangement 
whereby two or more parties are committed to undertake an 
activity that is subject to joint control.

Liquid Resources.  Current asset investments that are 
readily disposable by the authority without disrupting its 
business and are either readily convertible to known amounts 
of cash at or close to the carrying amount, or traded in an 
active market.
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Materiality. Information is included where the information 
is of such significance as to justify its inclusion, and omission 
or misstatement could, individually or collectively, influence 
the decisions or assessment of users made on the basis of the 
Annual Accounts.

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

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

Net Realisable Value.  The open market value of the 
asset in its existing use, or open market value in the case of 
non-operational assets, less the expenses to be incurred in 
realising the asset. 

Non Current Assets.  Non Current assets are not 
expected to be realised within 12 months and are held to 
provide future economic benefits to the Council.

Non Operational Assets.  Are assets held by a local 
authority but not directly occupied, used or consumed in the 
delivery of services.  Examples of non operational assets 
are investment properties and assets that are surplus to 
requirements, pending sale or redevelopment.

Officers’ Remuneration.  All sums paid to or receivable 
by an employee and sums due by way of expenses allowances 
(as far as those sums are subject to UK Income Tax). 

Operating Leases.  A lease other than a finance lease, 
i.e. a lease which does not transfer the risks and rewards of 
ownership to the lessee.

Operating Assets.  All items which derive from events or 
transactions that fall within the ordinary activities of the authority 
and which need to be disclosed separately by virtue of their size 
or incidence to give fair presentation of the accounts.

Past Service Costs (Pensions).  The increase in the 
present value of the scheme liabilities related to employee 
service in prior periods arising in the current period as a result 
of the introduction of, or improvement to, retirement benefits. 

Pensions Reserve.  The Pensions Reserve absorbs the 
timing differences arising from different arrangements for 
accounting for post-employment benefits and for funding 
benefits in accordance with statutory provisions.

Prior Period Adjustments.  Those material adjustments 
applicable to prior years arising from changes in accounting 
policies or from the correction of fundamental errors.  They 
do not include normal recurring corrections or adjustments of 
accounting estimates made in prior years.

Public Private Partnerships (PPP).  These 
partnerships enable the Council to purchase services from 
the private sector and pay a fee based on pre-defined output 
criteria. The private sector uses this fee to repay loans taken 
out to finance the building or refurbishment of the assets.

Related Party Transactions.  A related party 
transaction is the transfer of assets or liabilities, or the 
performance of services by, to or for a related party 
irrespective of whether a charge is made.

Relevance. Providing information about the Council’s 
financial position, performance and cash flows that is useful 
for assessing the stewardship of public funds and for making 
economic decisions.

Residual Value. The net realisable value of an asset at the 
end of its useful life.

Renewal and Repairs Fund.  This contains funds 
credited at the Council’s discretion from the HRA and 
General Fund and is available for use on capital or revenue 
expenditure on Council assets.

Revaluation Reserve.  Records unrealised gains arising 
since 1 April 2007 from holding non current assets not yet 
realised through sales.

Scottish Futures Trust (SFT). An infrastructure delivery 
company owned by the Scottish Government.

Specific Government Grants.  These are grants 
received from Central Government in respect of a specific 
purpose or service.

Subsidiary.  An entity over which the Council has overall 
control through the power to govern its financial and 
operating policies so as to obtain benefits from the entity’s 
activities.

Unusable Reserves.  Those reserves which hold 
unrealised gains and losses where amounts would only 
become available to provide services if the assets are sold 
and reserves that hold timing differences.

Usable Reserve.  Those reserves which the Council may use 
to provide services, subject to the need to maintain a prudent 
level of reserves and any statutory limitations on their use.

Useful Life.  The period over which the local authority will 
derive benefits from the use of a non current asset. 

 


