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1. The Audit Act 1983 requires the Council to prepare financial statements for each financial year

which gives a true and fair view of the affairs of the Council and of the financial position of the
Council for that year. In preparing these, the Council are required to:

- select suitable accounting policies and apply them consistently;
- make judgements and estimates that are reasonable and prudent;

- state whether applicable accounting standards have been followed subject to any material
departures disclosed and explained in the financial statements; and

- prepare the financial statements on the going concern basis unless it is appropriate to
presume that the council will continue business

The Council confirm that they have complied with the above requirements and all other enactments
applicable in preparing the financial statements.

The Council is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Council and to enable them to ensure that the
financial statements comply with applicable legislation. The Council is also responsible for
safeguarding the assets on the Council and hence for taking responsible steps for the prevention
and detection of fraud and other irregularities.

2. During the year, net revenue expenditure on services funded from the General Rate Fund amounted
to some £8.172M (2004/2005: £7.673M) with rate income of £7.873M (2004/2005: £7.332M). This
gave a deficit of £0.299M (2004/2005: £0.342M) to reduce the General Rate Fund working balance.
At the close of the year the General Revenue balance stood at £2.256M (2004/2005: £2.554M).

3. Capital expenditure of £11.852M (2004/2005: £13.487M) was undertaken during the year, much of
which related to public sector housing, and the final costs arising from the construction of the new
multi-storey car park at Shaws Brow.
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4. Income from Government for services and agencies run by the Council amounted to some £5.393M
during the year (2004/2005: £4.505M). The increase largely reflects the agreed acceleration of
capital loan charge repayments to the Department of Local Government and the Environment and
increased capital expenditure in respect of Council Housing capital schemes. The figure also
includes the subsidy received in respect of the Government levy charged for household waste.
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The Auditor’s report will be issued after Moore Stephens have received the signed
accounts from the Council.
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STATEMENT OF ACCOUNTING PRINCIPLES

1.

General Principles

These accounts have been prepared in accordance with the requirements of the Accounts and Audit
Regulations 1984 made under the Audit Act 1983, and the historical cost convention.

Basis of Inclusion of Debtors and Creditors in the Accounts

Revenue account transactions are accounted for on an accruals basis. In the case of payroll costs
these are included on the basis of complete pay periods, which fall within the financial year. All
known income is recorded when the debt is established together with an estimate of other large
sums due but not established at the year end. Rental income for the Council’'s housing stock is
recorded on the same basis as payroll costs. Expenditure is accrued for sums due but not paid at
the end of the year.

Capital transactions are recorded on a receipts and payments basis and do not therefore include
any accrual for the cost of work carried out but not paid for at 31% March 2006.

Reserves, Provisions, Contingent Liabilities and Deferred Charges

A number of renewal and reserve funds are maintained within the Council's accounts. Sums are
provided for the renewal of vehicles and plant based upon the estimated cost of replacement at the
end of their estimated life. In other cases, reserve funds are maintained to finance unforeseen costs
of asset repair. A contingent liability claim has been referred to the Council by an employee relating
to employment emoluments. It is not currently possible to reliably estimate the financial impact of
such a claim. There are deferred charges outstanding, which relate to the loan debt on the
Drainage infrastructure assets (transferred to the Government as part of the Sewerage Act 1999).
The outstanding balances are reduced each year by the amount of loan repayments, which are a
charge upon the General Rate Fund, and reimbursed to the Council through the Drainage Agency
with the Department of Transport.

Provision for the Redemption of Debt

The Council administers a Loans Pool into which loans raised are paid and from which sums are
advanced to the various services in order to finance capital expenditure and long term outlay. The
sources are mortgage bonds and bank loans. Provision for the redemption of debt has been made
in accordance with statutory borrowing powers. Provision for repayment of these liabilities is on the
basis of sinking fund calculations with an annual accumulation currently set at 5%. Repayments
with interest on the balance of principal outstanding are charged to the appropriate revenue
accounts. During the 2005/2006 year, the average rate of interest amounted to 6.0% (2004/2005:
6.1%).

Capital Expenditure

Property and permanent works are recorded at cost. Capital contributions which have been received
in respect of capital schemes are retained in the capital accounts, and loans raised to finance the
net cost.

Valuation of Investments

Investments are recorded at cost less any provision for impairment.

Provision for Bad Debts

A provision for bad debts is provided in these accounts amounting to £0.251M (2004/2005:
£0.429M)
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STATEMENT OF ACCOUNTING PRINCIPLES (CONTINUED)

8.

10.

11.

12.

Depreciation Provisions

There is no provision for depreciation in these accounts. However, all loan repayments in respect of
capital assets are charged to the appropriate revenue account.

Stocks and Stores

The bulk of stocks and stores holdings are recorded on the basis of average costs. A minority of the
holdings are recorded on the basis of either net realisable value or actual cost. A provision of
£15,080 for obsolete stock is provided within these accounts. (2004/2005: £NIL)

Matching and Consistency Concepts

Whilst every effort is made to include a full year's expenditure in each financial year, the timing of
some regular payments is such that the year's expenditure will not exactly correspond with the
same yearly period as the financial accounts. Payroll costs included in the accounts relate to the
completed earning periods (monthly and weekly), which fall between 1** April 2005 and 31* March
2006. Similarly, weekly rental income relates to the completed rental weeks in the financial year.

Leased Assets

Assets acquired by means of finance leases and the matching obligations due to lessors are written
down each year in accordance with the ‘Rule of 78’ method. There were no assets acquired during
the year funded from Lease payment. Rentals paid in the year amounted to £66,708 (2004/2005:
£62,349) and the sum of £30,272 (2004/2005: £96,980) was outstanding at the end of the year.

Pensions and Implementation of Financial Reporting Standard 17

The accounts and notes with relation to the Pension Fund have been prepared in accordance with
Financial Reporting Standard (FRS) 17. In accordance with the requirements of FRS17, the Council
now accounts for retirement benefits when it is committed to give them, even if the actual payment
will be many years into the future. The financial statements therefore reflect, at fair value, the assets
and liabilities arising from the Council's retirement obligations. The operating cost of providing
retirement benefits to employees is recognised in the accounting period(s) in which the benefits are
earned by the employees, and the related finance costs and any other changes in value of the
assets and liabilities are recognised in the accounting periods in which they arise. There are
additional entries as accepted practice for local authorities to negate the effects on ratepayers or
balances.

The Pension Fund liability as at 31st March 2006 stands at £7.390M (2004/2005: £7.184M). The
actuary has advised that the full benefit from an improvement in the equity market has not translated
itself into a reduced liability partly because a change in the discount rate used in the calculations for
FRS17 and future pension payments, and partly also because not all assets in the scheme are in
the form of equities.
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including a contribution towards administrative cost. A summary of expenditure incurred in respect
of the significant formal agency activities is shown in the table below:

NOTES TO SUMMARY REVENUE ACCOUNTS (CONTINUED)

Government | 2004/2005 Grant and Agency Details 2005/2006
Department £ £
Drainage Agency
45,355 Balance due from Government at beginning of year 7,564
683,019 Net Operating Expenditure 692,844
728,374 Total Agency Income due 700,408
(720,810) Government Reimbursement Received (658,167)
7,564 Balance due from Government at end of year 42,241
Department - -
of Transport Street Cleaning & Gully Emptying o
- Balance due from Government at beginning of year -
829,009 Net Operating Expenditure 742,912
784,788 Total Agency Income due (cash limited sum) 716,070
(784,788) Government Reimbursement Received (716,070)
- Balance due from Government at end of year 5,767
44,221 Rateborne Deficit 21,075
Council Housing Deficiency
226,677 Balance due from Government at beginning of year 285,333
1,639,179 Net Operating Expenditure 2,568,235
1,103,656 Total Agency Income due 1,957,958
Department (818,323) Government Reimbursement Received (2,045,333)
of Local 285,333 Balance due from Government at end of year 197,958
Government 535,523 Rateborne Deficit (Housing Administration) 610,277
and the Shaw’s Brow Car Park Deficiency
Environment 486,985 Balance due from Government at beginning of year 13,714
298,526 Net Operating Expenditure 239,964
950,148 Total Deficiency Grant due 441,261
(936,434) Government Reimbursement Received (451,821)
13,714 Balance due (to)/from Government at end of year (10,560)
Grandstand/Permanent Campsite
Department 2,742 Balance du_e from Govgrnment at beginning of year 1,182
of Tourism 27,022 Net Operating Expenditure 43,122
& Leisure 29,764 Total Agency Inpome due _ 44,304
(28,582) Government Reimbursement Received (44,757)
1,182 Balance due (to)/from Government at end of year (453)

The Council also provides a number of other miscellaneous services to different Government
Departments, including: maintaining the Villa Marina and National Sports Centre Gardens and
various, ad hoc rechargeable works in connection with the TT and Manx Grand Prix festivals
(Department of Tourism and Leisure); grounds maintenance along road verges and maintenance to
zebra crossings and traffic lights (Department of Transport). Government grant is also received from
the Department of Local Government and the Environment in respect of the Crematorium and also
in respect of the Government levy charged for household waste.

11
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GENERAL RATE FUND

The following statement summaries the transactions on the General Rate Fund for the year, incorporating
the expenditure for the several Committees with the rate income and balances held.

2004/2005 2005/2006

Actual Estimate Actual

£ £ £

7,673,257 Amount to be met from Rate Income 7,857,830 8,172,075

(7,331,527) Rate income for the year (7,763,330) (7,873,452)
341,730 Transfer from Balances 94,500 298,623

(2,896,014) Surplus in hand brought forward (2,546,745) (2,554,284)
(2,554,284) Surplus in hand carried forward (2,452,245) (2,255,661)
RATE INCOME

Details of the amount raised from rates are shown in the table which follows. During 2005/2006 the income
a penny rate generated increased by some 1.29% (2004/2005: 0.56%). Statutory allowances to the sum of
£125,308 were given in 2005/2006 (2004/2005: £87,279) in respect of part year liability, charitable relief,
etc., which amounted to 1.57% (2004/2005: 1.2%) of the amount due.

2004/2005
£

321,231

7,418,806
(87,279)

7,331,527
7,652,758

(7,148,927)
(239,979)

(7,388,906)
263,852

24,520

2005/2006
£ £
Rate arrears at the beginning of
the year

Rates levied @317.00p
(2004/2005: 299.00p)
Less statutory allowances

Net proceeds to General Rate
Fund

7,998,760
(125,308)

£

263,852

7,873,452

Total due from ratepayers
Less:

Net cash received
Discounts Granted

Total credits

(7,780,522)
(260,550)

8,137,304

(8,041,072)

Rate arrears at year end

96,232

Product of a Penny Rate

24,837

12
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GENERAL RATE FUND BALANCE SHEET

As At 31%
March 2005

£

17,588,680
1,524,224
104,585
19,217,489

232,681
2,877,952
7,007,567

10,118,200

(1,192,371)
(766,952)
(1,959,323)

27,376,366

(7,184,000)

20,192,366

13,172,933
96,980
1,636,265
4,916,628
(7,184,000)
4,999,276
2,554,284

20,192,366

Fixed Assets

Deferred Charges (see note 1)
Long Term Investments

Total Long Term Assets

Current Assets
Stocks

Debtors

Cash In Hand

Total Current Assets

Less Current Liabilities
Creditors/receipts in advance
Cash Overdrawn

Total Current Liabilities

Total Assets Less Current
Liabilities

Less Long Term Liabilities
Liability related to Defined Benefit Pension
Scheme (see note 2)

NET ASSETS

Financed by

Long Term Borrowing

Finance Leases

Capital Receipts Unapplied
Capital Discharged

Pensions Reserve

Specific Reserves (see page 19)
Revenue Balances

TOTAL EQUITY

NOTES TO GENERAL RATE FUND BALANCE SHEET

1. Deferred Charges

As At 31°
March 2006
£ £ £

20,435,255
1,408,143

21,843,398

240,880
1,661,021

6,169,908

8,071,809

(923,362)

(923,362)

28,991,845

(7,390,000)

21,601,845

13,514,174
30,272
267,518
8,246,204
(7,390,000)
4,678,016
2,255,661
21,601,845

The balance on the deferred charges relates to loans outstanding on the drainage infrastructure
assets, the balance of which is reduced each year by the amount of loan repayments. These are a
charge into the General Rate Fund and recovered from the Department of Transport as part of the
Drainage Agency.

2. Pension Scheme Liability

The liability on the Council’s portion of the Isle of Man Local Government Pension Scheme is now
reflected within the General Rate Fund Balance Sheet. A full explanation of the accounting
treatment is provided within the notes to the Consolidated Balance Sheet.

D W CHRISTIANJ P
CHAIRMAN OF POLICY AND RESOURCES COMMITTEE

28" July 2006

13
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BOROUGH TREASURER
28™ July 2006
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HOUSING REVENUE ACCOUNT

Subject to compliance by the Council with the all-Island housing financial plan, the Government pays the
Council a deficiency grant, which generally meets the cost of Housing provision. The balance of the
administration costs of the Housing function, which is not met by the Government Deficiency Grant (being
subject to the upper limit of 5% of the rent received during the year), remains as a rateborne cost. During
2005/2006, this amounted to £0.610M (2004/2005: £0.535M). The transactions in respect of public sector
housing are summarised in the following table.

2004/2005 2005/2006
£ £
1,481,268 Allowance transferred to Housing Repairs Fund 1,603,527
972,744 Borough and Water Rates 1,074,544
Architectural services (as allowable within Housing Deficiency

62,162 arrangement with Government) 56,772
197,227 Ballanard & Waverley Court operating expenses 230,396
3,447,301 Loan charges 4,453,874
757,713 Housing Administration Costs 850,806
27,086 Transfer to Housing Community Facilities Reserve Fund 28,537
6,945,501 Total Housing Cost 8,298,456
(5,306,322) Less Rental Income (inclusive) (5,730,221)
(1,103,656) Less Government Deficiency Grant (1,957,958)
535,523 Rateborne Deficit (Housing Administration) 610,277

The prior year figures in the above statement have been restated and re-presented to show the full
rateborne impact of the administrative costs associated with the Housing function.

HOUSING REVENUE ACCOUNT RESERVES

The Council maintains the reserve funds shown in the table below in accordance with the provisions of
Government Housing Policy. In the case of the Housing Repairs Fund, this is funded by an annual transfer
from the Housing Revenue Account of an amount equal to one third of net rent income. The Housing
Community Facilities Reserve Fund, which meets the cost of various facilities provided within the sheltered
housing accommodation complexes, is funded on the basis of 10% of sheltered housing accommodation
rents receivable. The Funds’ income includes interest on their opening balances.

Balance in Fund Income Expended Balance in

hand hand

As At In Year In Year As At 31.3.06

31.3.05
£ £ £ £

213,078 Housing Repairs 11,471 (45,795) 178,754
304,847 Community Facilities Reserve 47,293 (21,148) 330,992
517,925 Total Housing Reserves 58,764 (66,943) 509,746

14
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HOUSING REVENUE ACCOUNT BALANCE SHEET

As At 31st
March 2005

£
54,893,083
54,893,083

380,300

380,300

(109,485)
(37,449)

(146,934)
233,366
55,126,449
42,080,529

12,527,995
517,925

55,126,449

NOTE TO HOUSING REVENUE ACCOUNT BALANCE SHEET

Fixed Assets (see note 1)
Total Long Term Assets

Current Assets
Debtors

Cash In Hand

Total Current Assets

Less Current Liabilities
Creditors and Receipts in
Advance

Cash Overdrawn

Total Current Liabilities

Net Current Assets
NET ASSETS

Financed by

Long Term Borrowing
Capital Discharged
Reserves (see page 14)
TOTAL EQUITY

1. Fixed Assets

As At 31st
March 2006

£

63,189,861

291,220

133,800

425,020

(112,369)

(112,369)

63,189,861

312,651

63,502,512

46,757,133
16,235,633
509,746

63,502,512

The increase in the Housing Revenue Account fixed assets position includes £5.7M (2004/2005:
£8.9M) investment into new Council Housing stock, including the Lower Pulrose and the Tynwald
Street Flats Redevelopment Schemes. The financing of this expenditure is normally by way of loan,
while the long term cost of that borrowing is met by the annual Deficiency Grant claimed from the

Department of Local Government and the Environment.

D W CHRISTIANJ P

CHAIRMAN OF POLICY AND RESOURCES COMMITTEE
28" July 2006
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CAPITAL ACCOUNTS

The capital accounts of the Council record the expenditure incurred in the provision of assets and other long
term outlay. These items are generally financed by loans in the form of mortgage bonds or by the use of
internal balances. Provision for repayment of these liabilities is on the basis of sinking fund calculations with
annual accumulation currently set at 5%. Repayments, with interest on the balance of principal outstanding,
are charged to the appropriate revenue accounts. During the 2005/2006 financial year the average rate of

interest amounted to 6.0% (2004/2005: 6.1%).

CAPITAL EXPENDITURE FINANCING

2004/2005 2005/2006
£ £ £
Capital Expenditure
10,856,607 Public Health and Housing Committee Schemes 8,502,496
1,751,219 Public Works Committee Schemes 2,625,105
251,992 Leisure Services Committee Schemes 326,394
627,526 Policy and Resources Committee Schemes 397,891
13,487,344 Total capital expenditure 11,851,886
Capital Income
(11,168,101) Advanced from loans pool during the year (9,268,351)
Financed by capital receipts, reserves, grants, revenue (see
(1,129,407) note 1) (3,532,994)
(12,297,508) Total capital income in the year (12,801,345)
1,189,836 Change in expenditure financed by internal loans in year (949,459)
Capital cash overdrawn at the start of the year (internal
26,128 loans) 1,215,964
Balance of capital expenditure financed by internal loan
1,215,964 (see note 2) 266,505

NOTES TO CAPITAL EXPENDITURE FINANCING STATEMENT

1. Capital Receipts

Capital Income for 2005/2006 includes a capital receipts figure of £2M on account from the
Department of Local Government and the Environment in respect of the construction and sale of
housing properties for onward sale as First Time Buyer housing. This was agreed with the
Government Department as forming part of the overall Lower Pulrose Housing Development.

2. Capital Cash Overdrawn

The overdrawn position relates largely to a number of Housing and rateborne projects, which have
initial fees and preliminary costs awaiting petitions for borrowing during the next financial year.

16
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CAPITAL ACCOUNTS (CONTINUED)

STATEMENT OF CAPITAL ASSETS AND OTHER LONG TERM OUTLAY

DOUGLAS BOROUGH COUNCIL — ABSTRACT OF ACCOUNTS

The statement below presents the movement of fixed asset balances, across category, since the last
balance sheet date. The presentation of this statement has been changed to provide more information
across the various types of asset. All fixed asset balances are presented at historical cost.

As At 31st
March 2005
£

54,893,083
11,292,001
3,461,141
3,158,498
72,804,723

Fixed Assets Category Additions Disposals/ As At 31st
Writedowns March 2006
£ £ £

Housing Property (see note 1) 8,296,778 - 63,189,861
Other Land & Buildings (see note 1) 2,286,459 (102,619) 13,475,841
Fixed Plant 766,874 (66,708) 4,161,308
Plant & Vehicles 501,777 (498,768) 3,161,506
Total 11,851,888 (668,095) 83,988,516

NOTE TO STATEMENT OF CAPITAL ASSETS AND OTHER LONG TERM OUTLAY

1. Property Fixed Assets

The estimated rebuild costs of properties owned by the Council as at 31% March 2006 is £193.338M
(2004/2005: £185.398M), comprising £138.693M (2004/2005:£133,359M) Housing properties and
£54.645M (2004/2005: £52.039M) other.

LOANS POOL FUNDING

2004/2005
£

9,507,302

(270,000)
(16,123,000)
(16,393,000)

(1,616,856)

4,855,262

4,855,262

608,073
29,417
10,530,611
11,168,101

7,520,809

2005/2006

£
Balance overdrawn at year
beginning
Sums invested by lenders during
the year
New bonds (400,000)
Bank Borrowing (11,543,253)
Total invested
Repayments from borrowing
accounts
Repaid to lenders during the year
Bond repayments 5,435,725
Bank loan repayments/other repayments 1,107,103
Total repaid during the year
Loaned to borrowing accounts during the year
General Rate Fund 905,247
Tramways Account -
Housing Account 8,363,105

Total loaned during the year

Balance overdrawn at year end

17

7,520,809

(11,943,253)

(4,258,367)

6,542,828

9,268,352

7,130,369
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LOANS POOL BALANCE SHEET

As At 31st As At 31st March 2006
March 2005
£ £ £ £
Long Term Assets
55,433,455 Loans Fund Advances 60,444,918
6,842 Long Term Investments 7,634
55,440,297 Total Long Term Assets 60,452,552
Current Assets
369 Debtors 2,382
369 Total Current Assets 2,382
Less Current Liabilities
(405,517) Creditors (543,923)
(23,323,000) Short Term Borrowing (see note 1) (7,474,000)
(7,115,661) Cash Overdrawn (6,588,828)
(30,844,178) Total Current Liabilities (14,606,751)

(30,843,809) Net Current Liabilities (14,604,369)

24,596,488 NET ASSETS 45,848,183
Financed By
24,596,488 Loans Outstanding (see note 2) 45,848,183
24,596,488 TOTAL EQUITY 45,848,183
NOTES
1. Short Term Borrowing

Together with the Department of Local Government and the Environment, the Council has reviewed
its borrowing arrangements. As at 31%*March 2005, the new arrangements for Council borrowing
through the Council’'s bankers had not been finalised, so all new borrowing was by way of a short
term loan facility with the Council’s bankers. The new long term borrowing facility was subsequently
implemented during the 2005/2006 financial year.

2. Bond Issues and Loans Outstanding
As the Council’'s borrowings are now by way of bank loan facility, no new Bonds are being issued,

and Bonds are repaid, rather than renewed, at time of maturity.

D W CHRISTIAN J P
CHAIRMAN OF POLICY AND RESOURCES COMMITTEE
28" July 2006

G M BOLT, CPFA.
BOROUGH TREASURER
28" July 2006
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GENERAL RATE FUND RESERVES

The Council maintains a number of reserve funds to make provision for meeting the future costs of various
items. These are summarised in the table below. The funds are operated under the provisions of the Local
Government Act 1985. Contributions are made to the funds on the basis of either a lump sum or the costs
of the asset in question. The funds income includes interest on their opening balances. Expenditure as
approved by the Council is charged to these funds. In the case of the reserve fund held for the maintenance
of graves in perpetuity and Library bequests, sums received are invested in mortgage bonds. Interest
earned is credited directly to the Cemetery and the Library services.

Balance In Fund Income Expended BalanceIn Committed
Hand Hand Expenditure
At In Year In Year At 31.3.06
31.3.05
£ £ £ £ £
2,799,524 Plant Renewals 431,828 (501,777) 2,729,575 (3,545,900)
409,880 Cremator Renewals 58,845 (20,204) 448,521 (257,510)
480 Bequests - - 480 -
390,028 Special Works 110,390 (205,104) 295,314 (322,753)
470,466 Provision For Derelict Buildings - - 470,466 (80,000)
143,608 Wheeled Bins (see note 1) - (143,608) - -
Building Maintenance
236,669 (Commercial) 25,974 (21,225) 241,418 (147,000)
Community
154,464 Projects/Environmental Impact - (1,616) 152,848 (106,800)
133,538 Information Technology - (24,328) 109,210 (122,310)
97,842 Health And Safety - (32,212) 65,630 (24,560)
58,672 St. George's Churchyard 6,449 (4,673) 60,448 (60,448)
104,105 Graves Maintenance - - 104,105 -
Prov'n For Stock And Stores
4,999,276 Total Specific Reserves 633,486 (954,747) 4,678,015 (4,667,281)

NOTES TO GENERAL RATE FUND RESERVES

1. Wheeled Bins Fund
The Wheeled Bins Fund balance was transferred into the Plant Renewals Fund as at 31% March
2006.

2. Committed Expenditure

Committed expenditure includes amounts set aside for miscellaneous revenue and capital items,
dependent upon the Reserve in question. In the case of Plant Renewals the replacement cost is
shown which is greater than the Fund requiring future contributions to be made.

Details of Commitments against the Funds are Published in the Annual Estimates Book, a copy of
which is held at the Henry Bloom Noble Library.
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DOUGLAS BOROUGH COUNCIL — ABSTRACT OF ACCOUNTS

YEAR ENDED 31°' MARCH 2006

CONSOLIDATED BALANCE SHEET

This Balance Sheet summarises the overall position of the Council’s financial position as at 31% March
2006. All internal debtors and creditors have been eliminated. The Superannuation Fund and the Charity

Accounts are not included, and are published separately.

As At 31st
March 2005

£

72,804,723
1,524,224
6,842
74,335,789

270,644
3,258,620
3,529,264

(1,710,120)
(23,323,000)
(839,592)

(25,872,712)

51,992,341

(7,184,000)

44,808,341

24,491,902
96,980
5,630,362
1,636,265
(7,184,000)
2,554,284
17,582,548

44,808,341

Fixed Assets

Deferred Charges

Long Term Investments
Total Long Term Assets

Current Assets
Stocks (note 1)
Debtors (note 2)
Total Current Assets

Less Current Liabilities
Creditors

Short Term Borrowing
Cash Overdrawn

Total Current Liabilities

Total Assets less Current
Liabilities

Less Long Term Liabilities
Liability related to Defined Benefit Pension

Scheme (note 4)

NET ASSETS

Financed by
Long Term Borrowing
Finance Leases

Reserves (see pages 14, 19, 25)
Capital Receipts Unapplied

Pensions Reserve
Revenue Balances
Capital Discharged
TOTAL EQUITY

D W CHRISTIAN J P

CHAIRMAN OF POLICY AND RESOURCES COMMITTEE

28" July 2006
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As At 31st
March 2006
£ £ £
83,988,516
1,408,143
7,634
85,404,293
275,225
1,954,623
2,229,848
(1,583,440)
(7,474,000)
(202,136)
(9,259,576)
78,374,565
(7,390,000)
70,984,565
45,848,183
30,272
5,301,353
267,518
(7,390,000)
2,255,661
24,671,578
70,984,565
G M BOLT, CPFA.
BOROUGH TREASURER



DOUGLAS BOROUGH COUNCIL — ABSTRACT OF ACCOUNTS

YEAR ENDED 31°' MARCH 2006

NOTES TO CONSOLIDATED BALANCE SHEET

1. Stocks

A Provision for Obsolete Stock figure of £15,080 (2004/2005: £NIL) is applied to reduce the Stock
balance as at 31* March 2006.

2. Debtors

The Provision for Bad Debts figure of £251,392 (2004/2005: £428,525) is applied to reduce the
Debtors balance as at 31st March 2006

3. Receipts and Payments in Advance
Debtors include payments in advance while Creditors include receipts in advance.
4, Net Pensions Liability

As explained in note 2 to the Summary Revenue Accounts the Council participates in the Isle of
Man Local Government Pension Scheme. In accordance with the FRS17 — Retirement Benefits, the
Council must disclose its share of the assets and liabilities related to the Scheme for its employees.
The assets and liabilities of the Scheme as at 31° March 2006 were valued by the Fund’s actuaries,
Hymans Robertson, using the projected unit method, which assesses the future liabilities of the
Scheme discounted to their present value. The main financial assumptions used in the calculations

are:
As At 31 Assumptions As At 31st
March 2005 March 2006

% per Annum % per annum

2.9% Rate of inflation 3.1%

4.4% Rate of increase in salaries 4.6%

2.9% Rate of increase in pensions 3.1%

5.4% Rate for discounting Scheme liabilities 4.9%

The actuary has also adopted a set of demographic assumptions that are consistent with those
used for the Pension Scheme at the last triennial valuation on 31% March 2004. The actuary used
this valuation as the basis for the FRS17 calculations.

The assets in the Isle of Man Local Government Pension Scheme are valued at fair value,
principally market value for investments, and the asset categories are shown in the Isle of Man
Local Government Pension Scheme Accounts.

The fair value of assets and liabilities held by the Council within the Scheme are as follows:

Distribution As At Long Term Return Distribution As At 31st
31st March 2005 Per Annum March 2006
As At 31° March
2006
£000 % % £000 %
6,505 62.4 Equities 7.4 8,854 62.5
1,907 18.3 Bonds 4.6 2,295 16.2
969 9.3 Property 55 1,573 111
1,042 10.0 Cash 4.6 1,445 10.2
10,423 100.0 Total Estimated Employer Assets 6.4 14,167 100.0
(17,403) Present value of scheme liabilities (21,377)
(204) Present value of unfunded liabilities (180)
(17,607) Total value of liabilities (21,557)
(7,184) Net Pensions Liability (7,390)
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DOUGLAS BOROUGH COUNCIL — ABSTRACT OF ACCOUNTS

YEAR ENDED 31°' MARCH 2006

NOTES TO CONSOLIDATED BALANCE SHEET (CONTINUED)

The impact of complying in full with FRS17 has been to reduce the total net worth of the Council by
£7.390M (2004/2005: £7.184M). An analysis of the movement in the liability position during the year
as shown on the Balance Sheet is presented below:

2004/2005 2005/2006
£'000 £'000

(5,325) Net Pensions Liability at beginning of the year (7,184)

Movements in the year:

(734) Current service cost (895)

956 Employer contributions 1,028

19 Contributions in respect of unfunded benefits 16

(172) Net return on employers assets (245)

(1,928) Actuarial losses (110)

(7,184) Net Pensions Liability at end of year (7,390)

The actuarial gains have been further analysed in the following table, measured as absolute
amounts and as a percentage of assets or liabilities as at the end of the financial year:

2004/2005 2005/2006
£000 Actuarial £000 Actuarial
Gain/ Loss Gain/ Loss
as % of as % of
Assets/ Assets/
Liabilities Liabilities
10,423 Value of assets at end of year 14,167
458 4.4% Difference between the expected and 2,389 16.9%
actual return on assets
17,606 Total present value of liabilities 21,557
481 2.7% Experience Gains on liabilities 27 0.1%
(1,928) (11.0)% Actuarial Losses Recognised in the (110) (0.5)%
Statement

The above figures have been provided by the actuaries to the Isle of Man Local Government
Pension Scheme using information provided by the Scheme, and assumptions determined by the
Council in conjunction with the actuary. Actuarial calculations involve estimates based on
assumptions about events and circumstances in the future, which may mean that the result of
actuarial calculations could be affected by uncertainties within a range of possible values.

The net liability represents the difference between the value of the Council’s share of assets in the
Scheme and the value of the future pension payments to which it was committed at that date. These
pension liabilities will be paid out over a period of many years, during which time the assets will
continue to generate returns towards funding them. Any significant changes in global equity markets
after 1st April 2006 would also have an impact on the capital value of pension fund assets.

The extent to which the expected future returns on assets are sufficient to cover the estimated net
liabilities will be considered by the actuaries in their next full actuarial review of the Scheme, due to
be carried out as at 31st March 2007. Their advice on whether or not there is any anticipated
shortfall in the funding of the Scheme at that time will determine the future level of pension
contributions. The planned level of contribution rates aim to recover the above liabilities over the
next 17 years.
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CONSOLIDATED STATEMENT OF REVENUE AND CAPITAL MOVEMENTS

YEAR ENDED 31°' MARCH 2006

DOUGLAS BOROUGH COUNCIL — ABSTRACT OF ACCOUNTS

This statement consolidates all income and expenditure on both capital and revenue accounts. Internal
transfers between accounts have been eliminated.

2004/2005
£

6,553,019
8,697,778
2,493,073
17,743,870

13,487,344

31,231,214

(4,505,323)
(1,849,441)
(6,009,116)
(7,148,927)

(299,447)
(19,812,253)

(11,681)
(19,823,935)

11,407,279

(4,647,538)

(72)
(22,845)
(329,623)
16,123,000
(116,029)
400,386
16,054,817

11,407,279

Expenditure

Revenue account expenditure
Employment costs

Other operating costs

Interest and lease payments

Capital account expenditure

Fixed assets and other long term investments
Total revenue and capital

expenditure

Income

Revenue account income
Government income

Charges for Goods and Services
Net Rents

Net receipts from rates

Other income

Total revenue income

Capital receipts (see note 1)
Total revenue and capital
income

Net expenditure

Financed by

Net change in long term borrowing and finance leases

Net change in short term indebtedness and changes in

other current assets and liabilities

Short Term Investments

Stocks

Debtors

Net change in short term borrowing
Creditors

Cash

Total Financing

NOTE TO CONSOLIDATED STATEMENT OF REVENUE AND CAPITAL MOVEMENTS

1. Capital Receipts

2005/2006
£ £

7,688,671
8,099,591
3,037,945

18,826,207

11,851,886

30,678,093
(5,392,879)
(1,916,573)
(6,440,200)
(7,780,522)
(201,477)

(21,731,651)

(3,046,837)

(24,778,488)

5,899,605

21,289,573
(792)
(4,581)
1,303,997
(15,849,000)
(202,136)
(637,456)

(15,389,968)

5,899,605

The capital receipts figure for 2005/2006 includes a Government payment of £2M on account in
respect of the construction and sale of housing properties for onward sale as First Time Buyer

housing, as part of the Lower Pulrose Housing Development.
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DOUGLAS BOROUGH COUNCIL — ABSTRACT OF ACCOUNTS

YEAR ENDED 31°' MARCH 2006

TRAMWAYS ACCOUNTS

The Council operates a unique transport undertaking in the form of horse drawn trams, which run along the
seafront of Douglas. In compliance with the Accounts and Audit Act Regulations 1984, made under the
Audit Act 1983, the Council is required to keep separate accounts for the Tramways Undertaking. A
summary of the accounts of this operation is shown below.

TRAMWAYS UNDERTAKING - REVENUE ACCOUNT

2004/2005 2005/2006
£ £
Expenditure
213,630 Employee Costs 219,181
19,332 Property & Fixed Plant 22,286
14,755 Transport and Plant 17,116
31,404 Supplies 32,175
7,583 Central Support Services 8,063
16,783 Capital Finance 18,079
303,487 316,900
Income
(71,370) Traffic receipts (75,484)
(4,167) Other income (6,224)
(75,537) (81,708)
227,950 Net deficit transferred to General Rate Fund 235,192
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DOUGLAS BOROUGH COUNCIL — ABSTRACT OF ACCOUNTS

YEAR ENDED 31°' MARCH 2006

TRAMWAYS UNDERTAKING - BALANCE SHEET

28" July 2006
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As At 31st As At 31st
March 2005 March 2006
£ £ £ £
322,960 Fixed Assets 363,400
Current Assets
37,963 Stocks 34,345
72,903 Cash 82,984
110,866 Total Current Assets 117,329
Less Current Liabilities
(2,747) Creditors (3,786)
(2,747) Total Current Liabilities (3,786)
108,119 Net Current Assets 113,543
431,079 NET ASSETS 476,943
Financed By
179,993 Long Term Borrowing 173,611
137,925 Capital Discharged 189,741
113,161 Reserves (see below) 113,591
431,079 TOTAL EQUITY 476,943
TRAMWAYS FUND RESERVES
Balance In Fund Income Expended Balance in
Hand hand
At In Year In Year At 31.3.06
31.3.05
£ £ £ £
75,198 Tramways Renewals Fund 4,048 - 79,246
37,963 Provision for Stocks and Stores - (3,618) 34,345
113,161 Total Tramways Reserves 4,048 (3,618) 113,591
D W CHRISTIAN J P G M BOLT, CPFA.
CHAIRMAN OF POLICY AND RESOURCES COMMITTEE BOROUGH TREASURER

28" July 2006
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