CABINET
21 November 2019

FINANCIAL UPDATE FOR THE SIX MONTHS TO 30 SEPT 2019

Cabinet Member Clir Alex White
Responsible Officer Andrew Jarrett — Deputy Chief Executive (S151)

Reason for Report: To present a financial update in respect of the income and
expenditure so far in the year.

RECOMMENDATION(S):

1. The Cabinet note the financial monitoring information for the income
and expenditure for the six months to 30 September 2019 and the
projected outturn position.

Relationship to the Corporate Plan: The financial resources of the Council
impact directly on its ability to deliver the corporate plan; prioritising the use of
available resources brought forward and any future spending will be closely linked
to key Council pledges from the updated Corporate Plan.

Financial Implications: Good financial management and administration
underpins the entire document.

Legal Implications: None.

Risk Assessment: Regular financial monitoring information mitigates the risk of
unforeseen over or underspends at year end and allows the Council to direct its
resources to key corporate priorities.

Equality Impact Assessment: It is considered that the impact of this report on
equality related issues will be nil.

Impact on Climate Change: There are no direct impacts from the content of this
report.

1.0 Introduction

1.1 The purpose of this report is to highlight to Cabinet our current financial
status and the likely reserve balances at 31 March 2020. It embraces both
revenue, in respect of the General Fund; the Housing Revenue Account
(HRA), and Capital and aims to focus attention on those areas which are
unlikely to achieve budget. It is particularly important for next year’s budget
setting and, looking further ahead, with the medium term financial plan.

1.2  Favourable variances generating either increased income or cost savings
are expressed as credits (negative numbers), whilst unfavourable
overspends or incomes below budget are debits (positive numbers).



2.0 Executive Summary of 2019/20

2.1 The table below shows the opening position of key operational balances of
the Council, the forecast in year movements and final predicted position at
31 March 2020:

Forecast in

Usable Reserves 31/03/2019 year movement 31/03/2020

£k £k £k
Revenue
General Fund
(see paragraph 3.2) (2’501) (29) (2,530)
Housing Revenue Account
(see parag?aph 4.2) (2’000) 0 (2,000)
Capital
Capital Receipts Reserve (3,620) (1,212) (4,832)
Revenue Contribution to
Capital Earmarked Reserve (415) 185 (230)

3.0 The General Fund Reserve

3.1 This is the major revenue reserve of the Council. It is increased or
decreased by the surplus or deficit generated on the General Fund in the
year. This reserve held a balance of £2.501m as at 31/03/19.

3.2 The forecast General fund surplus for the current year is £29k after
transfers to and from Earmarked Reserves as shown at Appendix A.
Members should note that we are currently undertaking a review of
minimum reserve levels. We will subsequently bring a report to Cabinet with
recommendations.

The most significant variances comprise:

£k

Waste Services — Shared savings scheme and vacancies (143)
Trade Waste and recycling - Increase in customers and reduced | (94)
discounts etc.

New vehicle contract — Funded by EMR 55
Public Health — Air Quality S106 (covered by EMR) and legal costs 91
Planning — Downturn in Planning income less salary savings 165
Garden Village project — funded by EMR 83
S106 spend re Public Open Space — funded by EMR 76
Cullompton Master Plan — funded by EMR 60
Statutory Plan — Funded by EMR 46
Car Parking — Shortfall Premier Inn 19
General Fund Housing - Grant funding — to be earmarked (127)
Property — Various including salary savings; loss of income; etc. (23)
Legal — Software budget not required (15)




Democratic Services — District Elections shortfall 25

Electoral Registration — Increase in IER funding and delayed boundary | (47)

review

Leisure — Vacant posts etc. partly offset by utilities overspend (7)
Revs and Bens — Various including reduced subsidy and salary savings (9)
3 Rivers Impairment — Partly offset by a statutory reversal of £377k 503
Statutory Adjustments — Reversal of Capital impairment 3 Rivers (377)

Statutory Adjustments — Reduction in Minimum Revenue Provision (less | (50)
borrowing than anticipated)

Interest income — additional income (150)

Earmarked Reserves transfers (181)

Net Business Rates retention — more levy from increased growth 59
3.3  The major variances are highlighted at Appendix B. The current incomes

4.0

4.1

4.2

4.3

5.0

5.1

5.2

from our major funding streams are shown at Appendix C, whilst current
employee costs are shown at Appendix D.

Housing Revenue Account (HRA)

This is a ring-fenced account in respect of the Council’s social housing
function. Major variances and proposed corrective action are highlighted at
Appendix F.

Appendix E shows that the reserve opening balance is £2m. It is anticipated
that the forecast variance of £486k surplus will increase the budgeted
transfer to the Housing Maintenance Fund and so the HRA reserve balance
should remain at £2m.

Overall, the HRA is forecast to underspend by £486k in 2019/20, made up
of several deficits and surpluses, the most significant of which comprise the
following:

o £53k underspend relating to planned revenue works — Building
Services (DLO)

. £150k underspend in relation to staffing within repairs team,
Building Services (DLO)

o £40k forecast reduced activity on DFG works - Building Services
(DLO)

o £90k underspend relating to staffing within Housing Services
(tenancy)

o £230k underspend relating to future HRA projects

Capital Programme

Capital projects, by their very nature, often overlap financial years. The
status of this year’s capital programme is shown at Appendix G.

The approved Capital Programme amounts to £31.548m (this includes the
approved 2019/20 Budget £14.597m, slippage rolled forward from 2018/19
of £12.077m and additional projects approved since Q1 amounting to
£4.874m). These additional projects are as follows:

£0.050m MSCP — Top deck resurfacing increased cost
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£0.050m Contribution to South West Mutual Bank
£0.468m 3 Rivers Loan - Threwstones

£1.224m 3 Rivers Loan — Orchard House
£0.650m Cullompton Town Centre Relief Road
£0.050m Tiverton EUE A361 Junction Phase 2
£2.100m GP Practice NHS Hub Building Crediton
£0.282m RTB Buyback

£4.874m Total

The revenue monitoring report reflects the fact that the 3 Rivers project,
Rear of Town Hall development (Riverside) is likely to overspend by
c£377k. We have therefore impaired this loan by an equal amount. As this
is a capital loan it is reversed in the revenue account but it will have an
impact in 2020/21 when it will trigger Minimum Revenue Provision (MRP)
payments over 3 years of £126k per annum. Any increase in this overspend
will of course add a further pressure.

We also have a “working capital loan” with 3 Rivers which is currently at risk
(£504K). This was due to be repaid over 5 years but as there is doubt over
the ability of the company to repay this in this timescale, it is prudent to
impair it over the remaining life of the loan, 4 years at £126k per annum.
This is a real cost to the revenue account. Both the £377k and the £125k
are shown against Corporate Management.

As stated in 5.1, some of these projects will overlap financial years.
Managers have therefore given their best estimate of what is ‘deliverable’
for 19/20; this amounts to £11.782m (£7.277m in Quarter 1). Therefore,
committed and actual expenditure will be monitored against this revised
‘deliverable’ budget for the remainder of the year.

The deliverable budget has been established following meetings with
managers to determine a realistic forecast of spend based on known
information at this point in the year. This will continue to be revisited for
material changes.

Committed and Actual expenditure is currently £8.687m against a
‘deliverable’ Capital Programme of £11.782m leaving a variance of £3.095m
uncommitted at this point in time.

Additional work has been undertaken to establish forecast slippage and
potential underspends against the approved Capital Programme and are
also detailed on Appendix G.

Forecast slippage amounts to £4.445m, which mainly relates to: £0.900m
in relation to the Tiverton redevelopment project, £0.602m in relation to the
3 Rivers Project at the rear of the Town Hall which is forecast to be
completed in 21/22, £0.547m for the 3 Rivers Project at Orchard House that
will be completed in 20/21, £0.600m in relation to Land Acquisition for
operational needs and £1.350m in relation to Council House building at
Round Hill, Tiverton. For further detail please refer to Appendix G.
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A comprehensive review of projects has also been undertaken to either
remove them from the 19/20 Programme where no longer required or re-
profile into the 20/21 to 23/24 MTFP that was presented at 17 October 2019
Cabinet. The forecast net underspend amounts to £11.738m, this mainly
relates to: £3.7m for the District Wide Redevelopment Project, £2m for
Waddeton Park, (this is now included in future years in the Capital MTFP
presented at the October Cabinet), £2.1m to enable Social Housing projects
and two Council House Building Projects at £2m each which have been
further quantified in the forward MTFP. Again, for further detail please refer
to Appendix G.

Revenue Contribution to Capital EMR

The Capital Earmarked Reserve has been set aside from Revenue to fund
Capital Projects; the movement on this reserve is projected below:

£k
Capital Earmarked Reserve at 1 April 2019 (415)
Funding required to support 2019/20 Capital Programme 185
Forecast uncommitted Balance at 31 March 2020 (230)

Capital Receipts Reserve (Used to fund future capital programmes)

Unapplied useable capital receipts are used to part fund the capital
programme, the movement on this account for the year to date is given
below:

£k
Unapplied Useable Capital Receipts at 1 April 2019 (3,620)
Net Receipts to Q2 (includes 21 “Right to Buy” Council
House sales) (1,215)
Current Balance (4,835)
Forecast further capital receipts in year (600)
Forecast capital receipts required to support 2019/20

. 603

Capital Programme
Forecast Unapplied Capital Receipts 31 March 2020 (4,832)

The forecast reserve balance for the Revenue Contribution to Capital
Reserve and the Capital Receipts Reserve includes the associated funding
of the 19/20 Capital Programme, as these monies are committed. In reality,
much of this will slip to 20/21. It is also important to note that these balances
are likely to be fully utilised in order to balance the Capital Medium Term
Financial Strategy.
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Treasury Management
The interest position so far this financial year can be summarised as follows:

Interest Receivable:

Forecast Forecast
Budget outturn  variance
£k £k £k

Investment Income Received (443) (533) (90)

Interest from HRA funding (49) (49) 0
Total Interest Receivable (492) (582) (90)

The additional income from 3 Rivers loans and the interest rate is holding
well due to the delay in Brexit. The interest saving in interest payable is due
to the fact we have not taken out external borrowing (PWLB), as expenditure
has been low and we have funded initially from internal resources.

Council Tax and Housing Benefits Collection Performance — 2018/19

We have added a new Appendix H to outline the performance in this area
for the previous year and to compare collection rates to national averages.
The statistics show that our results are commendable when compared to
national averages.

Conclusion

Members are asked to note the revenue and capital forecasts for the
financial year. Managers are working hard to offset overspends, some of
which are unavoidable, with budget savings to deliver an outturn close to
the budget. Members will be aware that management action has improved
the position from Quarter 1 which was showing a projected overspend of
£427K.

The work undertaken to produce this monitoring information to 30 Sept 2019
will be used to inform the 2020/21 Budget setting process where required.

Contact for more Andrew Jarrett, 01884 23(4242)
information: ajarrett@middevon.gov.uk

Jo Nacey, 01884 23(4254)
jnacey@middevon.gov.uk

Circulation of the Report: Clir Alex White, Leadership Team
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