APPENDIX 1

South Holland District Council
Financial Report for the quarter ending December 2014
This report has four sections





Section 1 – Revenue budget
Section 2 – Council Tax and Business Rates
Section 3 – Capital budget
Section 4 – Treasury update

Section 1 - Revenue Budget
General Fund
The table below details the forecast outturn against the approved budget for 2014-15.
This is calculated by taking expenditure and income up to 30th December 2014 and
budgeted income and expenditure for the remainder of the year. Significant
variances to the approved budget are detailed in Table 2. Overall the forecast
estimates the General Fund to return budget savings of £578,000, which also
includes the additional expenditure for town clean up operation (£100k) approved in
Quarter one.
Budget Managers have been more engaged in forecasting anticipated variances
during 2014-15 and are being more realistic reflecting budget savings and not just
concentrating on reporting budget pressures as in previous years.
Table 1 –Revenue Outturn
Forecast outturn against budget = 95.56%
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Table 2 – Significant Variances 2014-15 Forecast outturn
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Planning Income
Planning application income is forecast to be £40k additional to budget. Power station
and Solar Farm income is not thought to be as significant as 2013-14 but the service
remain optimistic. This is being reviewed monthly. It has been agreed that
additional income now identified will be invested in Planning Service delivery.
Recycling and Refuse Fleet
In Quarter two it was reported there had been a delay in the delivery of the new
vehicles. This has still not been completely resolved. Budgets were estimated on the
provision of new vehicles and cessation of the old contracts, which included leased
costs and maintenance savings. There are ongoing negotiations with the supplier to
see if compensation will be made for late supply. The service were forecasting a
cost pressure of £35k in Q2 which has been increased to £65k following continued
delays. Maintenance costs are also forcing a cost pressure of £56k. This situation is
being closely monitored.
Funding
Table 2.1 shows the funding side of the General Fund and the forecast variance
against the 2014-15 budget, which includes Business Rates and additional funding
from the various Government departments. The funding, collection fund and NNDR is
being monitored in year. It was expected a more accurate position would be available
at Quarter Three following the outcome from the power companies’ valuation
appeals. However the final decision has yet to be announced.
The forecast shows renewable energy disregard (£193k) released into the general
fund from 2013-14, now that the accounting treatment has been clarified. This is
offset by reduced s31 grant £61k and new homes bonus adjustment grant £30k.
Additional funding has come from the 2013-14 Lincolnshire Business Rates Pool
closure payment £24k and additional council tax freeze grant £8k. This giving net
budget savings of £63k. At quarter two we reported savings of £91k, the difference
being mainly due to reduced s31 grant forecast.

Table 2.1
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New Homes Bonus
The New Homes bonus does not support the base budget and the movement to
reserves will be £30K lower than the original budget because of the reduction in the
adjustment grant.
Revenue and Benefits
The table below reflects the effect of the welfare reforms against the Revenues and
Benefits budgets, showing forecast against a revised budget. Recovery of Housing
benefits overpayments and court income has risen over the last two years and has
been monitored throughout the year. An assessment has been made at Quarter
three and the court income forecast has been reduced by £20k and an additional
£100k for overpayments. As a result of increasing court income, the bad debt
allowance has been increased by £36k. Additional new burdens grants not estimated
for at budget setting result in an additional (£10k) which may be called upon by the
Revenues and Benefits department for additional case load and ICT. In addition to
£32k reported in Q2, a further £8k has been received for the old scheme council tax
benefit adjustment. This gives net budget savings of £62k above savings reported in
Quarter Two.
Table 2.2

Table 3 – Other Budget Items
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Other budget items are shown in the table below:

Efficiency grant reported as an additional £22k in quarter two was actually rolled
up into the RSG settlement and therefore only £4k is shown as additional income,
correcting a forecast shown in Table 3 at Quarter Two for other budget items.
Actions/Decisions


To note the forecast outturn position on the 2014-15 revenue budget.

Recommendations
 There are no recommendations at quarter 3
Table 4 – Virement Decisions Required
Supplementary Budget virements for approval

£’000
0

Net total
.
Actions/Decisions


0

There are no actions/decisions at Quarter Three

Recommendations
 There are no recommendations at Quarter Three
Table 5 – General Fund Reserve Balances
The table below shows the unallocated reserve balance as at March 2015. The
balances within the table are funds that can be used to finance both revenue and
capital expenditure, for example, one-off invest to save projects and to meet
expenditure arising from unexpected events.
Budget Managers have been asked to confirm their intended use of earmarked
reserve during 2014-15 so that budget virements can be made to revise the budget in
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year. If Managers do not estimate to use the reserve during the financial year, the
funds will not be released into budget. This is monitored in year by the S151 Officer
and Finance Manager.

The council tax reserve balance of £4.062m in the table above, includes the transfer
of new homes bonus grant £2.831m, which has accumulated in this reserve since the
new homes bonus scheme was introduced in 2011.
Actions/Decisions



To note the forecast unallocated reserve balances at March 2015
The above table includes a transfer of £31k to the capital programme for the
contribution to CCTV, from the council tax reserve approved at Cabinet
February 2014

Recommendations
 There are no recommendations at Quarter three
Spalding Special Expenses
Expenditure relating to Spalding Special expenses forms part of the Council’s
General Fund budget and is included in Table 1 above. The approved budget for
2014-15 is £206,405 of which £193,100 is funded by Spalding Taxpayers and the
remainder by council tax support grant. The Band D charge for the financial year
being £23.22.This is detailed in table 6 below.
The forecast outturn for 2014-15 shows a £5.8k over spend to the revised budget in
the table below, which includes Christmas lights expenditure approved to drawn from
reserve. This is expected to decrease if further budget savings can be made in other
Spalding Special Expense areas.
Table 6 – Forecast Revenue Outturn
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Reserves
The Council maintains an earmarked reserve relating to Spalding Special Expenses.
The unspent budget at the year end is transferred into the reserve which can then
used to meet expenditure arising from unexpected events and to cover any future
deficit which may arise.
Notional depreciation is shown in the above relevant Spalding Special accounts,
which is then earmarked in reserve for future capital expenditure. The earmarked
capital reserve is set up to fund future capital expenditure. Depreciation is notionally
charged to Spalding Special against the relevant service headings and then as part
of the accounting treatment is transferred to the capital reserve. £33,805 from the
individual budget headings will transfer to the earmarked reserve at the end of the
year.
Cemetery
Cemetery Income is forecast to be £4k over spend at year end with hardwiring
testing expenditure has been forecast at £2k. Budget savings are forecast in
premises to partly offset this. £2,500 notional depreciation will transfer to reserve,
shown in the Cemetery budget, but forecast within the contribution to reserves
(£33,805).
Ayscoughfee Playing Field
Additional Income from putting, bowls and tennis are forecast to be £1k over the
income budget due to a higher footfall than expected.
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Halley Stewart
Health and safety works to the Halley Stewart playing field reported as a £10k
additional works in Quarter two, is now forecast to be contained within existing
budgets, from utilities savings and additional income from floodlights.
Monkshouse Playing Field
Response maintenance at Monks house playing field has forecast additional
expenditure due to vandalism, including roller shutters £1.9k. £2,300 notional
depreciation will transfer to reserve, shown in the Monkshouse budget, but forecast
within the contribution to reserves (£33,805).
Christmas Decorations
An element of the reserve £5,710 has been set aside for the instalment removal and
storage of the Christmas Decorations for Spalding town centre. An additional £3,750
was approved in Quarter one, shown in the revised budget above. £13,200 notional
depreciation will transfer to reserve, shown in the Christmas Decorations budget, but
forecast within the contribution to reserves (£33,805).
Contingency
The reserve balance also includes a contingency equal to 5% of 2014-15 budgeted
expenditure. Any variations from the budget or use of the Spalding Special
Expenses Reserve recommended from the Spalding Town Forum would need to be
approved by Cabinet/Council.
Actions/Decisions


To note the forecast outturn on Spalding Special Expenses for 2014-15

Recommendations
 There are no recommendations at this stage
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Housing Revenue Account (HRA)
The HRA is on target to deliver a budget surplus. The table below details the full
year forecast outturn against the approved budget for 2014-15.
Table 7 –Forecast Revenue Outturn

General variances
At Quarter three the HRA has a forecast surplus outturn of £1.163 m. Set against the
original budget deficit of £830k and approved capital rollover of £2.253m and £62k
additions in year, this represents a variance of £4.308 m. There is some risk
associated to potential downward revaluations on HRA non dwelling properties, such
as community centres and garages. If the valuation at year end produces a
downward valuation (which occurred in 2012-13) this would have an actual impact on
the HRA. The property market will be closely monitored, but final values will not be
known until the valuation carried out at year end.
Housing Rents
At this stage it is estimated housing rents are on target. A summary of performance is
shown in table 7a.
Sheltered Housing
2014-15 is the first year of the new sheltered housing service, no longer being
financed by supporting people grant. This is being closely monitored to ensure
service charges are set appropriately.
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Housing Strategy
Housing strategy budgets are being monitored in year and are being used to support
the housing growth initiative. It is forecast that this budget will under spend by £51k
other miscellaneous expenses, £14k computer hardware maintenance and £19k
professional fees, shown above in Table 7.
Construction Services Unit
The Construction Services Unit are reporting an increase in kitchen and bathroom
upgrade work on void properties. This forms part of the expenditure in the capital
programme. Gas servicing is also forecast to overspend by £20k, but this is to be
contained within existing budgets.
Table 7a-Key performance Indicators (HRA)
Rents are being closely monitored with regard to welfare reforms and the economic
climate. The following table shows the percentage of income collected at week 40
Indications show future weeks exceeding the target, which shows continuous
improvement compared to last year.

Key performance
Indicator

% of income collected

Bad Debt write off

Year end
2013-14

Current
months
target

98.31% (March
2014) 95.71%
average

£25,940

97%

Collection
Collection
performance performance
2013-14
2014-15
Week 40
Week 40

98.21%

99.79%

£16,940

£9,510

The HRA Capital Programme is reported in Table 11 within the Approved Capital
Programme.
Table 8 – Unallocated HRA Revenue Reserves
The table below shows the unallocated reserve balance as at 1st April 2014, forecast
until the end of the financial year. The balances within the table are funds that can be
used to finance both revenue and capital expenditure, for example, one- off invest to
save projects and to meet expenditure arising from unexpected events.
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Actions/Decisions
To note the forecast outturn position on the 2014-15 Housing Revenue Account.
Recommendations
Please see the HRA recommendations under the Capital Programme (Section 3)

Section 2- Council Tax and Business Rates
Council Tax
2014-15 In-Year Collection
The anticipated impact on in-year collection rate due to changes to the Council Tax
Support scheme is not currently showing in the collection rates, compared to
previous years.
At the end of December 2014, the collection rate was 86.29%, against a collectable
debit of £37.8m.
Table 3 below, compares the collection rate against last financial year
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Table 9 – December 2014 in-year collection position against 2013

Year
2013-14
2014-15

Oct

Nov

Dec

%
Collected
67.95%
67.74%

%
Collected
77.08%
77.02%

% Collected
86.14%
86.29%

Business Rates
2014-15 In-Year Collection
At the end of December 2014, as shown in Table 3 below, the collection rate was
85.03% against a collectable debit of £26.5m.
This is the first year businesses have been able to choose to pay their business rates
over 12 monthly instalments, rather than the usual statutory 10 months. Due to a
number of ratepayers, with large rateable assessments, opting to do this it will impact
on the cash flow and monthly collection rates compared to the previous year. This is
reflected in the performance in the following table.
Table 10- December 2014 in-year collection position against 2013

Year
2013-14
2014-15

Oct

Nov

Dec

%
Collected
70.19%
67.70%

%
Collected
79.37%
75.75%

% Collected
88.29%
85.03%

Actions/Decisions required
That the position at Quarter 3 for the Council’s 2014-15 Council Tax and Business
Rates to be noted.
Recommendations
There are no recommendations as at Quarter 3

Section 3 – Capital Budget
This section reports on:
 Quarter 3 actuals against 2014-15 approved capital programme
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Risks, issues and key messages

Table 11 – Quarter 3 expenditure against 2014-15 approved capital programme

This is to be resourced by:
Source of Financing
Use of Capital Receipts
Capital Grants and Contributions
Direct Revenue Funding/Use of Reserves
Borrowing
Total

Latest
Forecast
Approved Outturn
£’000
£’000
224
220
1,780
1,137
10,619
6,279
1,512
1,541
14,135
9,177

The original budget was approved at Council in February 2014. Further amendments
have subsequently been made to the revised budget (Latest Approved), reflecting
previous year incomplete schemes brought forward and changes to schemes during
quarter 1.
Spend against latest approved
Forecast Outturn

48.7%
£9,177,000
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Spend against forecast outturn

75.0%

Explanation of changes to the latest approved budget
A full review of the Capital Programme has been undertaken by managers in
conjunction with the Section 151 Officer, with the objective of reflecting a level of
expenditure that will be delivered given the resources, both internal and external,
available to the Council. The priority of our capital programme will be
deliverability, to ensure the best use of the Council’s limited resources.
In addition to the review, Members are asked to the note the following


A budget of £108,000 has been added for CCTV which was approved by
Cabinet in February 2014. This is financed from the Council Tax Reserve and
by external funding.



A budget of £51,000 has been added for perpetual licences for the AIM
system. This is to be financed from revenue resources.



£30,000 has been transferred from the Housing Site Enhancement budget to
finance floor remedial works within the HRA.

Actions/Decisions
To note the re-profiled capital programme
Recommendations


There are no recommendations at Quarter Three

Section 4 – Treasury
This section reports on:

Security, Liquidity and Yield of Investment portfolio

Current Debt Position

Risks, issues and key messages
Security
The Council has not adopted any formal benchmarks for the management of risk as
Officers believe that decisions on counterparties and maximum investment levels are
adequate to monitor the current and trend positions and amend the operational
strategy to manage risk as conditions change.
The Council uses the creditworthiness service provided by Capita Asset Services
which provides a maximum duration for investments depending on the colour rating
calculated for each financial institution.
All investments held by the Council are within the recommended maximum duration.
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The instant access funds previously held with National Westminster Bank have now
been withdrawn as the rate of interest payable on the account has been reduced
from 0.50% to 0.25%. A small amount of interest (£1,912.57) remains in the account
to keep the account open.
Counterparty Exposure
Barclays Bank
CCLA
Goldman Sachs International
Lloyds Bank
National Westminster PLC
Nationwide BS
Royal Bank of Scotland
Svenska Handelsbanken

Liquidity
Cash
The Council’s average level of deposits during the first half of the financial year was
£25.8m. As at 30 December the Council had £7.72m instant access cash available to
meet cash flow requirements. The table below shows the amounts held in relation to
the remaining period to maturity.

> 12
Months

9-12
Months

6-9
Months

3-6
Months

1-3
Months

<1
Month

9,000,000
8,000,000
7,000,000
6,000,000
£ 5,000,000
4,000,000
3,000,000
2,000,000
1,000,000
0

Call

Maturity Structure of Investments

Maturity Period

Yield
15

Budgeted Interest 2014-15
Actual Interest as at Q3 2014-15
Forecast interest 2014-15

£114,300
79,800
£150,000

*Interest is apportioned between the General Fund and HRA. The forecast at Quarter
3 is estimated at General Fund £112k and Housing Revenue Account £38k.
Target yield (Average 3 month LIBID)
Actual Yield as at Q3 2014-15

0.42%
0.663%

External Borrowing
The Council borrowed £67.456m from the PWLB on 28th March 2012 to meet its
obligations under the Housing Revenue Finance Reforms. This was borrowed for a
period of 50 years on a maturity basis at a rate of 3.48%. No new borrowing has
been undertaken during quarter 3.
Actions/Decisions required
That the forecast position for the Council’s 2014-15 Treasury outturn be noted.
Recommendations
There are no recommendations as at Quarter 3.
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