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1.0 Recommendations

1.1 To consider and approve the out-turn position for:
¢ General Fund Revenue Account 2004/05 (as detailed in Appendicés 1 and 2)
o Housing Revenue Account 2004/05 (as detailed in Appendix 3)

» Capital Expenditure and Financing 2004/05 (as detailed in Appendix 4)

1.2 To consider and approve:

» Proposed transfer to Earmarked Reserves 2004/05 (as listed in Appendix 6)
« The Council’s level and proposed utilisation of Earmarked Reserves

2.0 Purpose of Report

2.1 To detail the final out-turn position for 2004/05 on the Council's main revenue énd
capital accounts. It also sets out the various reserves currently held by the Council,
their purpose, and proposals for future utilisation.

3.0 Executive Summary

3.1 The Council’s out-turn on its General Fund and Housing Revenue Accounts shows a
more favourable position compared to that estimated. This has increased the level of
general reserves as at 31% March 2005, compared to that anticipated.

3.2 The main reasons for this were better than estimated subsidy income for housing
benefit payments, together with increasing income from planning and building
regulation fees. There were no major overspends, although additional costs were
incurred in respect of the Local Plan.

3.3 Spending on capital schemes was less than estimated, although a substantial part of

this will need fo be carried forward to 2005/06 in order to meet commitments and
complete on-going schemes. The Council’s capital allocation for improving Council
Houses (around £2m) was fully spent in the year.



3.4

4.0

4.1

4.2

4.3

4.4

However, the amount of capital receipts generated was less than estimated for the
year. This was due to a slowdown in the number of council house sales, which
seemed to have peaked during the early part of 2004/05.

. Detail

Context

The Council's draft annual Accounts and Financial Statements (subject to Audit) are
submitted for consideration elsewhere on this Agenda. This is the statutory
document that sets ouf details of the Council’s financial position, assets and liabilities
as at 315 March 2005. “

This report detaits the performance in more detail against the Council's approved
‘budgets on the General Fund, Housing Revenue and Capital Accounts. This is
intended to provide timely information about the closedown position and its impact on
overall finances. It also helps the Council to consider at an early stage the financial
implications for setting the budget for next year and beyond.

GENERAL FUND REVENUE ACCOUNT

Appendix 1 details the main service heads for each Committee, which shows the
approved estimate (probable out-turn) compared to the actual out-turn for 2004/05.
Appendix 2 summarises the overall position on the General Fund, after adjusting for
capital charges, financing and the impact of earmarked reserves.

The approved probable out-turn estimated a surpius on the General Fund of
£203,700. The actual out-turn before contributions to earmarked reserves, i.e.
proposed carry forwards was a surplus of £698,790 — an additional £495,090. The

* major variances are outlined below.




4.5 As shown in the above table, around £352,000 of this relates to amounts that have
been committed in 2004/05 but actual expenditure will be incurred in 2005/06. These
items are detailed in Appendix 6.

4.6 This leaves an amount of around £143,000 that has been transferred to General
reserves. This is in accordance with the Council’s financial strategy to achieve a
minimum level of reserves of 10% of net revenue expenditure at the end of a 3-year
planning period.

General Reserves

4.7 These now stand at £2,974,660 as at 31% March 2005, after'proposed4contributions
- to Earmarked Reserves. This compares to an anticipated level of reserves of
£2,831,600 (an additional £143,060).

HOUSING REVENUE ACCOUNT (HRA)

4.8 The HRA has been the subject of close scrutiny over the last two years in connection
with the Stock Options Review and Business Plan requirements. The final accounts
(summarised in Appendix 3) for 2004/05, shows an improved position to that
estimated, with Reserve Balances standing at around £1.348m at 31 March 2005.
This is approximately £93,000 more than estimated.

4.9 However, it should be noted that spending on housing repairs was some £140,000
over that estimated. This was offset by lower management costs, capital costs and
increased rental income, as void properties were much lower than predicted.

CAPITAL EXPENDITURE and FINANCING

4.10 Total capital spending for 2004/05 was £5.239m, which was approximately £1.2m
less than the approved estimate. However, around £1.1m will need to be carried
forward to complete schemes and meet commitments in 2005/06. The main
schemes that this relates to are:

» A contingeney amount of £158,000 to fund HRA planned maintenance works
pending the overall position on the HRA in the future can be rolled forward. The
Council's main capital allocation for improving council houses was fully spent in
2004/05.

¢ Qutstanding payments on the Community Partnership Scheme (£151,000)
where there can be a long lead in time between money allocated to projects and
actual payments. '

» Coton Park Community Facility (£102,00). This is the Council’s contribution to
‘the overall scheme, which will now be paid in 2005/06.

» Hilton Cycle Way (28-2,000). This scheme is being managed by the County
Council and was due to be completed in 2004/05.

¢ Electronic Government (£84,000). This is an-going programme which will be
© completed in 2005/06

+ Disability Access Improvements (£93,000). Phase 1 works did not commence
until late in the year, although resources are now in place to accelerate the
planned programme over the next 2 to 3 years as originally planned.



+

4.11 The full out-turn position detailing every scheme together with financing,-is detailed
Appendix 4. An overall analysis of capital expenditure for the year is summarised
below: -

4.12 After allowing for carry forwards, the projected variation is an under!spending of
around £66,000.

- Capital Financing

4.13 The table below shows how capital expenditure was financed in 2004/05. in
accordance with usual practice, all government (borrowing) allocations and external
funding is utilised, and the balance is then taken from general (usable) capital
receipts.

4.14 In line with actual spending, the appropriate resources will need to be carried forward
into 2005/06 to meet outstanding commitments.

Capital Resources Remaining

4.15 The main resources available to the Council are those generated from asset sales
{mainly housing land and council houses) - capital receipts. The table below
‘summarises capital receipts available, taking into account the position from 2004/05
and outstanding commitments. '



416 These are spiit'between the Council's general capital receipts and those ring fenced
via Section 106 Planning Agreements.

4.17 The balance of general receipts (£4.232m) includes approXimately £1.2m of “debt
free” receipts. However, after allowing for carry forwards, the total balance (£4.232m)
is lower than that originally estimated by approximately £1/4m.

4.18 This was due to a reduction in the number of council sales in 2004/05. The actual
number of completions was 70, compared with a prediction of 82. As shown in
Appendix 4, most of this reduction has affected the amount of “debt free” receipts -
available for future investment as at 315 March 2005.

EARMARKED RESERVES

4.19 In addition to General Reserves held for the General Fund and Housing Revenue
Accounts, together with usable capital receipts, the Council has earmarked reserves
held for specific purposes.

4.20 They are provided to meet future and known commitments and in some cases, to

spread expenditure over a number of years. The current reserves are detaited in the -
following table.




DSO Reserve

4.21 This reserve was built up in previous years from surpluses made on the DSO trading
account when these services were subject to compuisory competitive tendering. It is
currently earmarked to fund one-off expenditure associated with transport and
technical works and in particular, to meet any vehicle leasing costs associated with
early termination or non-recoverable insurance costs.

Commutation Adjustment

4.22 This reserve had been built up on annual basis to meet the negative effect of the
commutation adjustment, which would have been a cost on the Council's General
Fund from 2008/09. However, accounting regulations under the Local Government
Act 2003 effectively revoked this.

4.23 However, as approved, £550,000 of this balance has been transferred to set up a
Renewals Fund for the future replacement of vehicles, piant and equipment. in
addition, £180,000 has been earmarked as a future transfer to the General Fund
Reserve. This would effectively leave a balance of approximately £230,000.

4.24 It shouid be noted that as this reserve is no longer required it should be incorporated
into the Council's general reserves in any case, unless the Council resoived to
earmark the remaining sum for other purposes.

HRA — Housing IT System

4.25 This reserve has been set-aside as a contribution to the procurement of the new
housing management/maintenance system. To-date, all costs have been funded
from the Council's housing capital aliocation. The balance will be used in 2005/06 to
fund the remaining costs of the implementation. -

IT/IEG Reserve

4.26 This reserve is to fund the replacement of computer hardware and software to
generally upgrade 1.T. and to heip meet the requirements as set out in the Council's
IEG Statement. It has been funded by Government grants and from savings on
current computer leases and other running costs.

'4.27 It includes an amount of £18,500 saved from replacing the Council's telecoms
system in 2003/04. This has been highlighted as a Gershon efficiency gain in the
Council’'s 2004/05 efficiency statement.

Woodlands Section 106 Agreement

4.28 This reserve is fo fund the costs of staffing, equipment upgrades and other running
costs, associated with Swadlincote Woodlands. On current costs, this reserve should
last for a further 6 years. In accordance with the Section 106 agreement, this money
must be spent on the Woodlands.

Commitment Reserve

4.29 This is to meet various commitments that were allocated in previous year's budgets
but not spent. It also includes sums set-aside (as a contingency) to meet other
known/possible commitments. A further detailed analysis of individual items in this
reserve is shown in Appendices 5 and 6.



-

Repton Parish Contributions

4.30 An amount remaining from the sale proceeds of Repton Depot that is earmarked to
be spent on projects in Repton Parish.

Renewals Fund

4.31 In accordance with the Council’s financial strategy, this fund was set up in 2004/05 to
finance the future replacement of vehicles, plant and equipment.

Local Strategic Partnership

4.32 This is money that has been received which needs to be spent as contributions to
LSP projects in 2005/06.

Financial Reporting Standard (FRS) 17 Accounting Treatment for Pensions

4.33 This is designed to reflect the Council's future commitment to its empioyees in
respect of pensions. As part of this, the true cost of pensions is now shown directly in
the cost of services, i.e. the amount provided to employ staff regardless of cash
payments to the pension fund. '

4.34 However, the impact on the Council's revenue accounts are neutralised by
accounting adjustments “below the line,” which transfer the changes brought about
by FRS 17 to a Pensions Reserve Account, to which actual payments and
contributions are charged.

4.35 This pensions reserve also details the Council's éhare of assets and liabilities on the
pension fund. It is effectively a position statement based on the latest valuation of the
pension fund.

4.36 The balance on this reserve (as reported in the Council's Statement of Accounts) as
at 31° March 2005 was a deficit of around £18.2m. This compares with a balance at
315! March of around 12.6m, an increase of £5.2m.

4.37 This was due to the projected liabilities in the long term on the Fund increasing
during the year, based on an updated assessment of interest rates used in the
calculation.

4.38 Although this reserve may be seen as an accounting exercise, it does help to portray
‘the Council's future commitment on pensions. This is reflected in the year on year
increases in the Council’s contributions, which have been rising significantly to help
fund this liability in the future.

The Collection Fund

4.39 The Council is required to maintain a separate income and collection account,
showing the transactions relating to the collection of business rates and the council
tax. This account also illustrates how this money has been distributed to preceptors
and the Council's General Fund.

4.40 The Council's account for 2004/05 is detailed in Appendix 7. This shows that the
surplus on the Fund was approximately £316,000 greater than estimated when



setting the Council Tax. This was mainly due to the collection of council tax (includin’g'
arrears) being greater than estimated.

- 4.41 The balance on the Fund is not available to supplement council spending. Effectively,
it is returned to council taxpayers. The additional surplus (plus the estimated surplus
for 2005/06) will be included in setting the council tax for next year approximately
90% of which will be returned to other preceptors on the Fund.



