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Recommendations

That the monitoring and performance information is considered and noted.

That an amount of £6,600 is vired from the Festival of Leisure Budget for 2004/05, to
fund a feasibility study into flooding problems at Ticknall.

Purpose of Report

To provide an update on the latest financial news affecting the Council. It also
reports early budget monitoring figures for 2005/06 and performance against the
Council's main financial indicators.

Although regular financial reporting (through a Finance Brief) has previously been
provided to Members, there is now a statutory requirement to report performance to
the relevant Committee.

Executive Summary

Early indications show that overall Council spending is within that budgeted for
2005/06 and is already showing additional income being generated from planning
fees and benefit subsidy. The HRA is also on target to achieve a greater surplus than
originally estimated for 2005/06.

Although the number of council house sales continues to fall from that projected, the
average value being received is higher, which is compensating for any loss of capital
income. The overall amount of capital resources to be generated for the year is
currently on arget.

The Council's cash flow has been more favorable than antficipated during the first
quarter of the year, and this should generate additional resources by the year-end.
The interest rate earned on bank deposits has continued to be higher than the
average market rate.
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The collection rates for council tax and business rates are both above the level
compared to the same period in 2004/05. Although the processing of new benefit
claims is still within the Government target, it has increased compared to 2004/05.

Performance in the processing of invoices for payment has shown a marked
improvement during the first part of 2005/06. Although the number of electronic
payments appears to have peaked at around 66%, it is envisaged that this will again
increase as the option of paying suppliers by cheque is being withdrawn.

&

Detail
CURRENT ISSUES

The Local Government Funding Review has-issued an interim report. It has
identified two main challenges:

e The need for the public to be engaged with the underlying issues rather than just
the technical ones, and that

e Itis important for people to understand a diversity of views rather than just
regional ones.

Regional consultations to-daté have produced the following messages:

e Support for three year funding streams and a simplified system
The complexity of the grant distribution system is a barrier to accountability

- o Local Government reorganisation is seen as inevitable and should therefore be

hastened

¢ The limited funding allocation leads to difficulties in balancing national and local
priorities

+ While the national Confederation of British Industry is resistant to change, local
business groups are less resistant

Local Government representatives have responded with their own views:

e The review should focus on financial issues rather than local government
structures .

Reform of business rates is welcomed
They favor the ‘combination option' and will prepare papers on this
The government should deal promptly with implementation of the review -

The review timetable should be condenséd fo dovetail with the revaluation
agenda

¢ |t is important to involve police authorities

Housing Finance — the Audit Commission has recently published a report for the
Government on “the impact of the national system of finance on the government's
objectives for council housing.” In summary, the report concludes that:

s The current subsidy system is too complex and does not help accountability.

¢ |t does not focus on local issues .

¢ It does not reflect broader landlord costs such as maintenance of communal
areas and crime prevention.
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The main conclusion is that the Government should review the overall system and in
doing so, release from the system those authorities that can be self-financing, but
linking this to high performance. '

in addition, the Government has recently re-stated its housing priorities. The main
financial points were:

¢« Continue fo offer councils ALMO PFI and stock transfer as routes to secure more
investment in local authority housmg

» Maintain the ‘right to buy’
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e Create a new ‘Safer and Stronger Communities Fund’

Comprehensive Performance Assessment — the Audit Commission has now
outlined how it will measure councils’ efficient use of resources when it introduces
the revised CPA framework later this year. The Commission says that the
methodology for marking councils against the new “use of resources” block, which
will be one of the main elements of the revised CPA regime, “will challenge even the
best performers.” '

There will be 5 main criteria which will be marked, covering:

Value for money

Financial standing

Financial and asset management
Financial reporting

Internal Controls/Risk Management

This will lead to an overall score for resource management which will then have a
“decisive” influence on each authority's overall CPA ranking. Scores should reflect
councils’ track record in managing their finances and from 2006, will place a special
emphasis on providing value for money services for their residents.

A council will only be rated excelient in its overall CPA if it can demonstrate value for
money. This will include the degree of systems in place to achieve VFM, a
comparison with other councils regarding overall and specific service costs and the
use it makes of procurement practices.

To do well overall, councils will need to demonstrate sound financial management
and plan ahead to make sure resources are directed to priority areas.

The Council has started to prepare for this assessment. Initial returns are required
for the Audit Commission in September and a “Direction of Travel Assessment” will
be made in December. The main assessment will be made in February 2006, with
results published in March 2006. Thereafter, an annual assessment will be
conducted.

BUDGET MONITORING 2005/06

General Fund - Initial budget monitoring to May 2005, has identified sdme
variances. In addition, some budgets have been amended to reflect approved
variations and the on-going effects of 2004/05 budget out-turn where applicable.

However, proposed carry forwards from 2004.05 are not included in the figures
below, pending separate approval. The current situation is summarised in the
following table.



4.15 The major variations currently identified are highlighted in the following table.

Virement Request

4.16 In addition, a request has been made by the Head of Leisure and Community
Development to vire £6,600 from the budget for the annual Festival of Leisure, to
fund a feasibility study into flooding problems at Ticknall.

4.17 The total cost is estimated at £20,000. Contributions wouid be made by other
agencies, to the overall cost, this Council's contribution being towards land drainage
issues. The Festival of Leisure will not take place in 2005 due to the renovation of
Maurice Lea Park. ‘

4.18 Housing Revenue Account {HRA) ~ the projected out-turn shown in the following
table, takes into account the on-going effects of the 2004/05 actual out-turn position.



4.19 Early indications show that the HRA is on target to achieve a greater surplus than
originally estimated for 2005/06. This assumes that repairs spending will be in line
with that being projected.

4.20 Capital Expenditure and Financing — The Council's capital spending has been
updated to include amounts carried forward from 2004/05 to meet commitments and
to complete schemes with work in progress. The overall position is summarised in
the foliowing table.

4.21 Any slippage on individual schemes in the year has still to be identified. It is
anticipated that as in previous years, resources for council house improvements and
disabled facility grants will be fully spent during the year.

4.22 1t should be noted that around £3/4m of spending in relation to covenant financing
and financing the purchase of new vehicles will not be incurred until the year-end.

‘4.23 Capital Receipts — the amount to be generated and usable for future capital
investment was estimated at around £2.2m for 2005/06. This was largely from the
predicted sale of 80 council houses. As at June 2005, there had been 18



completions. If this trend continues then 72 sales would go through for the year in
total.

4.24 |n addition, the estimate assumed an average sale price (after discount) of £43,000.
The average to-date is approximately £49,000. Based on 72 sales, this would
generate the projected amount of around £2.2m, and therefore, compensate for the
reduction in numbers.

4.25 In addition, amounts received from the approved sale of sheltered accommodation
amounted to approximately £900,000 after fees.

BORROWING AND INVESTMENTS

4.26 This is summarised in the following tabies.




427 The Council's cash flow has been more favorable than anticipated during the first
quarter of the year, and this should generate additional resources by the year-end.

REVENUES and BENEFITS

4.28 Performance to-date is shown in the following tables.

OTHER FINANCIAL. INDICATORS

4.29 Payment of Undisputed Invoices within 30 Days — this is a statutory Best Value
Performance indicator with a local target set of 97% for 2005/06, which is upper
quartile performance for District/Borough Councils. The last 3-years’ performance is .
shown below. , ‘

) o 2002/03 - 94%

o 2003/04 — 92%

2004/05 — 86%

. 4.30 Performance to-date in 2005/06 is shown in the following table.

Number of

undisputed | Number
Directorate invoices paid in 30

processed days Percentage
Chief Executive 70 68 97.14%
Policy and Development 104 97 93.27%
Community Services 1,829 1,717 93.88%
Corporate Services 240 236 98.33%
Etwall Leisure Centre 28 26 92.86%

TOTAL 2,271 2,144 94.41%
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4.31 Proportion of Invoices paid to Suppliers Electronically - this is an LE.G.
indicator. The target is that 100% of all payments to suppliers are being made
electronically by 31° December 2005. The table below shows the progress fowards
this target as at May 2005.

4.32 Performance as at March 2005, was 63.2%. Suppliers not currently being paid
electronically have again been canvassed for their bank details. In addition, these
suppliers have been advised that from 15t July, the Council will only be making

. payments by BACS. This has already increased the take-up from outstandlng
suppliers.

4.33 Sundry Debtors — Outstanding Debt as 31st May 2005 with a comparison to the 3
previous years is shown in following table.

As at As at As at
31St 31St 31St
March March March
2003 2004 2005
£000 £7000 £°000
155 280 |- 274
118 91 207
87 85 38
- 101 59 107

_222 248 229
683 772 855

4.34 The increase in debt as at May 2005, is due to bills issued in full for 2005/06 that wilt
be paid by instaliments during the year. This is reflected in the higher levels of debt
in the 1 to 6 months category at this stage of the year.

4.35 However, the overall amount owing is increasing year on year. This is reflected in the
increasing year-end balances over the last 3-years. Over 50% of the debt
outstanding relates to housing benefit overpayments, and in particular, accounts for
a significant proportion of the “over 2-years” category. This category is not reducing,
even after taking account of write-offs.

4.36 This debt is historically difficult and slow to recover. A review of this debt is to be
undertaken to write-off debts viewed as uneconomical to pursue. However, it is worth
pursuing this debt. If it is recovered, the Council benefits from additional Government
subsidy and also by extra resources being generated for the General Fund.



