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SUMMARY REPORT

introduction and scope

.. Our Audit Plan for 2001/2002 expiained the work we would be carrying out to meet our
Coda of Audit Practice responsibilities. This report gives the results of our audit work on the
Council’s financial standing in respect of our responsibilities covered by financial aspects of
corporate governance,

Financial health

Is the general financi o I . . . . .
k ge N na c;@ The Council’s financial standing has been stabilised. Achievernent
standing of the Council )

of the three vear financial plan remains a challenge.
soundly hased?

2. The Council continues to pursue its objective of providing high quality, economic and efficient
sarvices against the background of an increasingly restricted financial environment., We have
reviewed financial performance for 2000/2001 and to date in 2001/2002 and future financial
strategies; in particular examining:

. The Council’s response to the financial crisis in 1999/2000
« 2001/2002 performance

+ the capital programme

= the Housing Revenue Account

« financial performance of significant trading accounts

s income collection and arrears.

Financial crisis ;

3. The Council experienced a significant financial crisis during 1995, The Councli has responded
well ¥o this crisis and as & result has risen from it with scund financial menagement
arrangements.

4. The Accounts provide further reassurance that the Council can ook forward to the future
with a sound financial base with prudent levels of halances and systems in place to ensure
that it manages its finances responsibly.

5. This does not mean that the Council can be complacent. Just like any other Council,
South Derbyshire will continue to face the pressure of meeting the increasing needs of local
residents and new government legisiative requirements from within limited resources. With
this in mingd the Council 15 involving residents of South Derbyshire in helping to inform these
difficult spending decisions by seeking their views on what they see as priorities for Councll
gpending.
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SUMMARY ReERPORT

2001/2602 performance

6. The outturn on the general fund was £6.8m, representing an underspending of £0.4m
{comparing final cut-turn to probable position), a better than anticipated result. As a result,
general fund reserves were increased o £1.9m.

7. In view of the positive sub-turn further progress s being made to achievement of the
three yvear financial plan - iz balances in excess of £500,000.

& Your general fund balance and resarves as a % of net operating expenditure is now just
below average in comparison with other shire districts nationally (see Appendix 1}.

3. Earmarked reserves {which are not available to support general revenue expenditure} are
increasing as a result of sound financial management.

Farmarked reserves L3y WS s T
Generalfund balance 1,517 1905 143 796
Usable capltal receipts 1,620 e70 w6 0
HRAbEence 934 . 12e2 . %9 | 205

The futurs

10. Exhibit 2 shows that spending exceeded SSA by 7% in 2001/2002 compared to a gap of
21% in 1999/2000. Now that the situation has stabilised, budget spending is estimated to
exceed S5A by 5% in 2002/2003.

-ﬂ'__et: expenditure (= griginal budget} :

‘Sauth Derbyshire's SSA

Percentage over SSA

Source South Derbyshire Districk Council budget working papers

11. We are pleased to note that the Council continues to produce longer term financial strategies
and that the finance briefings have been re-introduced.
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SUMMARY REPORT

Capital programme

12. The capital programme budget of £5.6m was underspent by £0.4m or 6.5% mainly as the
Cauncit carried forward resources to the 2002/2003 programme. The Council has set up a
Capital Programme Working Group to monitor the position on a monthly basis. Members
should continue to monitor the situation.

Housing Revenue Account {HRA}

13. The HRA balance increased by £0.3m to £1.3m at the end of 2001/2002, & better than
anticipated outturn. There were a number of reasons including reduced expenditure on
housing repairs. The HRA balance is now equivalent to some £330 per dwelling which stands
comparisen with other districts nationatly {see Appendix 1}.

Significant trading accounts

14, Following the demise of CCT, three of the former DSO activities continue to be managed on a
‘goft spiit” basis under which net operational costs for the year are fully recharged to the
authority’s services. Performance is no longer monitored and reported on the same basis as
in previous years although the Councif has introduced improved manitoring arrangements for
the DS0s, which identifies more clearly the budgets and costs of delivering the services. The
Housing DSQO continues to be monitored on a like basis and its perforimance is summarised in
Exhibit 3 below.

Housing maintenance ! 4.4 1 30 8.9 : 82

Source South Derbyshire District Council statement of aocounts

15. The former DSOs were reviewed last vear as part of the Audit Commissicn Inspection
Service's review of ‘Cleansing the Environment'. This cutcome of this Inspection was positive
for the Council.

15. However, given this and the fact that requirement to achieve a braakeven position has

ceased with the demise of CCT, we still consider it important that Members continue to
monitor the performance of the former DSOs to ensure they provide Best Value and deliver

continuous service improvement.
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Brrears

i7.

1i8.

19.

Status

SUMMARY REPORT

A key element of the financial health of any crganisation is its ability to collect money owed
to it Your approach to debt management continues to accord with good practice and the
amount owed by vour principal debtors reduced to £4.2m. Of this total, £1.6m has been
assessed as doubtful and provision has been made in the accounts accordingly. The provision
for bad debts is reasonable and is regularly reviewed for adequacy.

Arrears overall have reduced during 2001 /2002

‘Housing Rents : 32¢ : 286 273 : 287

Council Tax ' Mw_:mbjm'l,zs;é W 1,276 1,305 ; 1,113
NNDR % 6 70 7L 62
Sundry Def:;tors;.i“m S llui,géui ?ﬂ 3393  ° 1,888 © 2321
T?E?’,‘____.__,..,..W. o o 4!17i 3,665 AT L 42

Source Financial srgiements and final accounts working papers
The gverall picture is positive.
= Housing rent arrears have increased marginally and represent 3.8% of the gross debit,

»  Council Tax arrears have reducad marginally. Your collection rate In 2001/2002 was 98%
{98.3% in 2000/2001) compared with a shire district average of 97.4%.

= Similarly NNDR arrears have reduced to £0.576m and your collection rate was 99.4%
(88.9% in 2000/2001) compared to a shire district average of 98.2%.

Sundry debtor arrears have reduced by £1.3m but still give some cause for concern
especially since £0.5m of the total is over a year oid.

Whilst a bad debt provision of £1.6m has been established, this should not deter further
recovery action where this is feasible. Uncollectable amounts should be written off and
effective recovery action taken in other areas. Members should monitor developments hare.

of our reports to the Council

Our reports are prepared in the context of the Statement of Responsibilities of Auditors and
Audited Bodies issued by the Audit Commission. Reports are prepared. by appointed suditors
and addressed to Members or officers. They are prepared for the sole use of the audited
bodyv, and no responsibility is taken by auditors to any Member or officar in their indivicdual
capacity, or to any third partv.
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APPENDIX

Key financial health indicators 2001/2002

Source District Audit Financial Health Database

Comparative Group English Shire Districts
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