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Purpose / Summary:

This report sets out the revenue, capital and treasury
management activity from 1 April 2018 to 31 December
2018.

RECOMMENDATION(S):
a) That Members accept the forecast out-turn position of a £379k net contribution
to reserves as at 31 December 2018, as at section 2;
b) Members note the use of Earmarked Reserves during the quarter approved by
the Executive Director of Resources using Delegated powers, as at paragraph
2.5.1;
c) Members accept the Commercial Income position, as at paragraph 2.3;

d) That members approve the revised Capital Budget of £30.17m to reflect the
additional Disabled Facilities Grant (DFG) of £0.069m, and approve the budget
and spend for the Trinity Arts Centre sound equipment of £0.032m and the
reduction of £0.039m for Council owned asset maintenance as detailed in
paragraphs 3.1.4, 3.1.5 and 3.1.6;
e) That Members accept the Treasury Management position and prudential
indicators for the quarter.

IMPLICATIONS
Legal: None arising as a result of this report.
Financial: FIN/188/19
The draft revenue forecast out-turn position for 2018/19 is currently reflecting a net
contribution to reserves of £379k as at 31 December 2018 (£175k as at 30 September
2018).
This is after taking account of approved carry forwards of £248k, detailed at Appendix A.
The items with significant variances are contained within this report at 2.1.
The capital forecast out-turn position for 2018/19 is £29.967m the amendments to the
capital programme are detailed in 3.1.4, 3.1.5 and 3.1.6 of this report. All other
amendments will be dealt with as part of the closedown process at the financial year
end.
The Treasury Management activities during the reporting period are disclosed in the
body of this report. Average investments were £14.226m which achieved an average
rate of interest of 1.757% in Quarter 3 (1.495% Jul-Sep).
In December 2018 the Council externally borrowed £2.5m for 5 years from the PWLB at
an interest rate of 1.7%.
There have been no breaches of Treasury or Prudential Indicators within the period of this
report.

Staffing: None arising as a result of this report.

Equality and Diversity including Human Rights: None arising as a result of this
report.

Risk Assessment: This is a monitoring report only.
Climate Related Risks and Opportunities: This is a monitoring report only.

Title and Location of any Background Papers used in the preparation of this
report:
Call in and Urgency:
Is the decision one which Rule 14.7 of the Scrutiny Procedure Rules apply?
i.e. is the report exempt from being called in due to
urgency (in consultation with C&I chairman)

Yes

No

x

Yes

No

x

Key Decision:
A matter which affects two or more wards, or has
significant financial implications

1. Executive Summary
This report provides the oversight of financial performance for;




Revenue Forecast Out-Turn - Surplus £379k (2.46% of Net Revenue
Expenditure)
Capital Forecast Out-Turn - £29,967k (Original Budget £25,457k)
Treasury Management Report and Q3 monitoring
o Average investment Interest rate 1.514%
o Total Investments at end Q3 £13,400k (£13,573 incl. bank account)
o New external borrowing £2.5m PWLB @ 1.7% over 5 years
The tables below reflect investment movements and prudential borrowing
analysis.

Investment Movements
Investments B/fwd (at 31.3.2018 incl bank)
Less Capital expenditure funded from borrowing to Q3
Add PWLB Borrowing in year
Less Net Revenue Expenditure
Add Net Collection Fund Movement (Council Tax and NNDR)
Add Working Capital Movement
Investments c/fwd (at 31.12.2018 incl bank)

Q3
£'000
15,316
-16,757
8,500
-11,219
15,611
2,122
13,573

Prudential Borrowing
External Borrowing at 31.12.2019
Internal Borrowing at 31.12.2019
Total Prudential Borrowing

Q3
£'000
8,500
11,867
20,367

REVENUE BUDGET MONITORING PERIOD 3
(Forecast out turn for 2018/19)
2. The Revenue Budget forecast out-turn currently stands at a net contribution to
reserves of £379k as detailed in the table below, this is after taking account of
£248k of budget carry forwards, the details of which are provided at Appendix
A.

Details of headline variances by Cluster can be found below at 2.1.

2.1 The significant movements being;

2.2 Significant items (>£10k) of note by Cluster:
2.2.1 Interest & Investment Income
Approval to spend up to £20m on investment property (with £16m budgeted
this financial year) was estimated to provide a net contribution of £270k in
2018/19 raising to £600k by 2020/21. Acquisitions totalling £16m have been
made to date and this will achieve a £351k contribution (after borrowing costs)
to the savings target. We continue to identify suitable properties which meet
our Policy criteria however we are not forecasting further income to be
generated in this financial year.

2.2.2

People



Green Waste Charging commenced in 2018/19 and with the Budget reflecting
a net contribution of £502k. With actual income currently at £884k from
subscriptions achieved during this period the forecast net contribution is
£746k, £244k above the prudent original forecast. (£268k additional income,
offset by £24k additional costs on transport and administration).



Trade waste is forecasting a £20k pressure for the year. The customer base
has not increased to reflect the estimates on which the income target was
based due to factors including;
o Long term staff absence and temporary staff redeployment affecting
the resources available to promote and sell the service in 2018.
o A more competitive market place, as existing suppliers have reacted to
WLDC winning a greater market share.
The business case has been revised during the year and the amended
income target has been built into the MTFP for future years. Recruitment has
taken place and the team are once again operating at optimal staffing levels.
Pipeline sales and payoff from business development activities undertaken
give confidence for the year ahead.



Included in the significant variances at 1.1 is a £19k legal costs settlement.
The Magistrates Court deemed that the Council had, on the balance of
probability, committed an abuse of process in relation to the serving of a
Section 16 notice, for which the Court felt there was no justification. As a
result the Council was liable for the defendants’ legal costs, after negotiation
the amount of £19k was the final settlement. A review of the process followed
in relation to this notice has been undertaken as a result. The court also
recognised that due to the circumstance the case was an exceptional one.

2.2.3 Places
 The acquisition of the former Lidl building was anticipated to generate a full
years lease income and additional car parking income. Whilst the property
remains on the market, we are not forecasting a tenancy to commence in the
current financial year, resulting in a £142k pressure (void rent, repairs and
maintenance and Business Rates costs).
 New industrial units at Saxilby were budgeted to be leased for a full year,
however due to approved project timelines the units will actually be
operational from February 2019 resulting in a £16k pressure in the current
year. However, it should be noted that all units have now been reserved.



Property rental income is forecasting a pressure of £45k due to sale of assets
during the year and voids levels.



Car park income is forecast to be £84k under the budgeted target. This is due
to a number of factors, closure of Roseway Car Park for improvement works,
Riverside not achieving the levels of ticket sales estimated and below target
levels across all car parks. It is anticipated this position will improve with the
re-opening of Roseway. The situation will continue to be monitored.



Planning fee income is forecasting a £150k pressure for the year. We have
benefitted from significant levels of planning fee income over the past 3 years.
A variety of economic factors and the adoption of the Local Plan is now
impacting above the reductions projected, reflected by less applications to
date and no complex or large cases being anticipated over the remainder of
the current year.



Trinity Arts Centre is forecast to achieve additional income of £31k, with the
appointment of a new Centre Manager and the improvement to the
programme offer and marketing, has resulted in increased performances and
film showings which are proving to be very popular.

2.2.4 Policy & Resources


A Commercial Contingency budget of £200k was built into 2018/19 base
budgets to mitigate a number of commercial risks, including investment
properties. CP&R approved on 10 January 2019 the saving of £200k to be
transferred to the Valuation Volatility Reserve.



LCC legal services are forecast to distribute surplus balances to WLDC of
£22k above the budgeted amount.



The ICT shared services costs are forecast to be £52k above budget.
Anticipated costs for the shared services contract this financial year are
estimated to be £44,700. This is made up of Net Staff costs of £11,300 and
incidental costs of £33,400. This would of resulted in an overspend against
budget of £31,700. The balance of the remaining overspend is due to contract
dispute at the end of 17-18 which is now resolved but lead to us not accruing
sufficiently for 17-18 outstanding commitments.
We have worked with NK to resolve issues and the budgets have been set
more appropriately based on an agreed 5 year plan within the MTFP.

2.2.5 Establishment


Current vacancy levels after costs of interim staffing resources is forecast to
achieve a £255k budget underspend this represents 2.36% of the overall
employee budget. This is broken down by cluster as follows;

2.3

Commercial Projects and Income Target

2.3.1 The Commercial Plan 2015/16 – 2019/20 was intended to be a proactive
response in contributing to future financial sustainability. This was to be
achieved through charging, trading and investment in order to reduce the net
subsidy on services. A target contribution of £1m was set.
2.3.2 Progress against this target has delivered £1,356k of ongoing savings thus far
as detailed below;







2.4

£351k Investment in Commercial Property (Target £600k by 2020/21)
£131k Trade Waste Income
£746k Green Waste
£ 5k Building Control Complimentary Services
£ 57k Pre-Application Planning Advice
£ 25k Surestaff Lincs Ltd (Recruitment Agency)
£ 41k Commercial Loan income

Fees and Charges

2.4.1 £1.448m has been received in Fees and Charges up to the end of the period
against a budget for the period of £1.622m, a pressure to date of £0.174m.
The significant variances are included in the table at 1.1.
2.4.2 The most significant pressures being Planning Fee income, and Car Park
income as previously mentioned at 1.2.3 above.
2.5

Use and Contribution to Reserves

2.5.1 2018/19 Use of Reserves – Delegated Decisions
The Executive Director of Resources has used delegated powers to approve the use
of earmarked reserves up to £50k, new delegated decisions totalled £135k;


£10.0k from the Investment for Growth reserve. Consultancy costs – Growth
Deal Study (Carney Green).



£8.0k from Connectivity Fund reserve. WLDC contribution towards the
Community Rail Partnership post for an 18mth period (approved by
Management Team 19.03.18 FIN/MT/69/19)



£1.0k from the Investment for Growth reserve. To continue the ‘Positive
Futures’ group at Hemswell Cliff after LCC agreement ends whilst options for
assisting the group in applying for funding are investigated. (£100k approved
by CP&R (FIN/12/17) for Hemswell Cliff Masterplan. Balance remaining
£67.8k).



£17.1k from Neighbourhood Planning Grant - to cover costs of Neighbourhood
Planning Team project delivery spend.



£39.9k from the Maintenance of Facilities reserve for Land & Property planned
repairs and maintenance.



£19.3k from the Business Improvement & Transformation reserve. To cover the
revenue costs of the telephony project.



£3.7k from Unapplied Grants reserve in 2018/19 (£3k in 2019/20). Cabinet
Office Electoral Registration Grant received in 2017/18. To cover cost of
temporary support assistant (agency) to support District Election May 2019
(FIN/VAC/80/19).



£16k from Vehicle Replacement Programme reserve.
o £6k for replacement of supervisor van YC08 XKL.
o £10k for wrapping of refuse vehicle and dustcart.



£20k from Maintenance of Facilities reserve. To carry out necessary works on
the former Lidl building prior to leasing.

2.6 Grants
As at 1st April 2018 we had an amount of £564k relating to grants received which
had yet to be expended. Budget provision will be created throughout the financial
year as required to deliver projects in accordance with grant terms.

2.6.1 Successful Grant Bids and New Grant determinations
The following grants have been awarded during this period:
Grant Issued By
Heritage Lottery Fund THI
LCC
DCLG
DWP
DWP
DCLG - Autumn Statement
Active Lincolnshire

Name of Grant
Heritage Lottery Fund THI
One Public Estate
Neighbourhood Planning Grant
Housing Benefits
Self Employed CI
NNDR Levy Distribution
Sport England-Satellite Club Funding

Revenue/
Capital
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
TOTAL:

£
54,000
17,700
20,000
7,406
4,144
46,000
2,000
151,250

Other Items for information
2.7

Planning Appeals

In period 3 2018/19 there were 17 appeals determined, as follows;

There are no outstanding award of costs or any expected from appeals allowed.
2.8 Aged Debt Summary – Sundry Debtors
Aged Debt Summary Period 3 Monitoring Report
At the end of December 2018 there was a total of £237k outstanding debt in the
system over 90 days. The majority of this debt was over 150 days old and mainly
comprised of:
Housing Benefits overpayments £76k most of which is being recovered on agreed
repayment schedules.
Housing £55k
Environmental Protection & Licensing £27k
Property Services £33k
Leisure £17k

Month

90 – 119
days

120 –
149
days

150+
days

Total

April

4,249

12,747 179,284

196,280

May

3,719

3,904 186,931

194,554

June

25,602

3,390

189,349 218,341

July

18,497

25,242

186,602 230,342

August

22,510

4,266

205,409 232,184

September

32,070

995

204,840 237,906

3,756

20,727

195,897 220,380

November

32,925

3,292

201,919 238,135

December

5,538

32,323

199,559 237,421

October

2.9 CHANGES TO THE ORGANISATION STRUCTURE
There have been the following changes to the organisation structure during period 3;


Economic Development – new 2 year fixed term post – Housing & Supply
manager.



Planning Policy-Forward Planning - new 1 year fixed term post –
Conservation Officer-Major Projects.

3.1 CAPITAL BUDGET MONITORING – Quarter 3
3.1.1 The Capital Budget forecast out-turn for schemes approved for spend (includes
Stage 3 and Business as Usual) totals £28.967m against a revised budget of
£28.538m, Leisure Centre £0.761m and the Crematorium £0.036m schemes
progressing and spend being brought forward from 2019/20, this is offset in part
by slippage on the Gainsborough Growth Fund £0.183m, Private Sector
Renewal £0.075m and CCTV £0.019m. £0.091m underspend on Capital
Enhancements to Council owned buildings is due to the classification of
schemes as revenue £0.039m, £0.052m is underspend. The residual
movements will be dealt with as part of the closedown process at year end.
Pipeline schemes (Pre Stage 1, Stage 1 and Stage 2) are expected to spend
£1m (subject to future formal approval). This gives an overall total of £29.967m
as detailed in the table below;

3.1.2 The capital programme spend to date is £18.702m against a revised budget of
£30.108m. Expenditure is forecast to be £29.967 resulting in a £0.141m
variance. £0.798m is planned to be pulled back from future financial years for
the Crematorium and Leisure. This is offset by £0.778m slipped to 2019/20.
£0.161m is no longer required due to amendments to schemes and resultant
underspends.
3.1.3 It is important to note that should there be no further suitable commercial
property acquisitions in 2018/19 then the variance will increase by a further
£7m.
3.1.4 The Committee is asked to formally approve the budget reduction of £0.039m
on Capital Enhancements to Council owned buildings which is due to the
classification of schemes as revenue. All other amendments to the schemes
will be dealt with as part of the closedown process at the financial year end.
3.1.5 The Council has been notified of additional funds in relation to Disabled
Facilities Grants (DFG) of £0.069m. The additional funds must be fully utilised
in 2018/19. The Committee is therefore asked to approve the increase in the
DFG budget by this amount.

3.1.6 The Trinity Arts Centre have requested a new capital bid and approval to spend
£0.032m to replace faulty sound equipment, this will ensure the current
entertainment programme can continue and enable the centre to hire out the
equipment for outdoor events.
3.1.7 Individual schemes are detailed in the table below and commentary provided
on performance.

Capital Programme Update 2018/19
3.1.8 Investment in commercial property is ongoing with a few opportunities being evaluated and it
is hoped further bids will be successful before the year end.
3.2 Acquisitions, Disposals and Capital Receipts
3.2.1 The Council has made no asset acquisitions during Quarter 3.
3.2.2 An additional asset has been identified as belonging to West Lindsey District Council


Verge Land – Beaumont Street (Infrastructure Asset)

3.2.3 The Council has made no asset disposals during Quarter 3.
3.2.4 Capital Receipts - The total value of capital receipts at the end of Quarter 3 was £333k this
was due to income of £234k from the Housing Stock Transfer Agreement share of Right to
Buy receipts, £7k loan repayments and £92k asset sale proceeds.

4.

TREASURY Q3 REPORT INCL MONITORING –
Quarter 3 (April - December)
The CIPFA (Chartered Institute of Public Finance and Accountancy) Code of Practice for
Treasury Management recommends that members be updated on treasury management
activities regularly (TMSS, annual and midyear reports). This report, therefore, ensures this
Council is implementing best practice in accordance with the Code.

4.1

There have been no breaches of Prudential Indicators as detailed at 3.7 below.

4.2

Economic Background
UK. After weak economic growth of only 0.1% in quarter one, growth picked up to 0.4% in
quarter 2 and to 0.6% in quarter 3. However, uncertainties over Brexit look likely to cause
growth to have weakened again in quarter four. After the Monetary Policy Committee raised
Bank Rate from 0.5% to 0.75% in August, it is little surprise that they have abstained from any
further increases since then. We are unlikely to see any further action from the MPC until the
uncertainties over Brexit clear. In the event of a disorderly exit, the MPC have said that rates
could go up or down, though it is probably much more likely to be down so as to support growth.
Nevertheless, the MPC does have concerns over the trend in wage inflation which peaked at
a new post financial crisis high of 3.3%, (excluding bonuses), in the three months to October.
The main issue causing this is a lack of suitably skilled people due to the continuing increase

in total employment and unemployment being near to 43 year lows. Correspondingly, the total
level of vacancies has risen to new highs.
As for CPI inflation itself, this has been on a falling trend, reaching 2.3% in November.
However, in the November Bank of England Inflation Report, the latest forecast for inflation
over the two year time horizon was raised to being marginally above the MPC’s target of 2%,
indicating a slight build up in inflationary pressures.
The rise in wage inflation and fall in CPI inflation is good news for consumers as their spending
power is improving in this scenario as the difference between to two figures in now around 1%,
i.e. a real terms increase. Given the UK economy is very much services sector driven, an
increase in household spending power is likely to feed through into providing some support
to the overall rate of economic growth in the coming months.
In the political arena, there is a risk that the current Conservative minority government may
be unable to muster a majority in the Commons over Brexit. However, our central position is
that Prime Minister May’s government will endure, despite various setbacks, along the route
to Brexit in March 2019. If, however, the UK faces a general election in 2019, this could result
in a potential loosening of monetary policy and therefore medium to longer dated gilt yields
could rise on the expectation of a weak pound and concerns around inflation picking up.
4.3

Interest Rate Forecasts
The Council’s treasury advisor, Link Asset Services, has provided the following forecast:

After the August increase in Bank Rate to 0.75%, the first above 0.5% since the financial crash,
the MPC has since then put any further action on hold, probably until such time as the issue of
Brexit clears and there is some degree of certainty of what the UK will be heading into. It is
particularly unlikely that the MPC would increase Bank Rate in February 2019 ahead of the
deadline in March for Brexit, if no agreement on Brexit has been reached by then. In that case,

then we think that the MPC could return to increasing Bank Rate in May 2019 but then hold
fire again until February 2020. However, this is obviously based on making huge assumptions
which could be confounded. In the event of a disorderly Brexit, then cuts in Bank Rate could
well be the next move.
The balance of risks to the UK


The overall balance of risks to economic growth in the UK is probably neutral.



The balance of risks to increases in Bank Rate and shorter term PWLB rates, are
probably also even and are broadly dependent on how strong GDP growth turns out,
how slowly inflation pressures subside, and how quickly the Brexit negotiations move
forward positively.

4.4

Interest received has been in excess of the 7 day average libid benchmark (0.485%) with an
average yield of 1.514% (including CCLA) and 0.65% (excluding CCLA).

4.5

Investments
The table below details cash movements affecting total amounts invested, including the
Councils bank balance.
Investment Movements
Investments B/fwd (at 31.3.2018 incl bank)
Less Capital expenditure funded from borrowing to Q3
Add PWLB Borrowing in year
Less Net Revenue Expenditure
Add Net Collection Fund Movement (Council Tax and NNDR)
Add Working Capital Movement
Investments c/fwd (at 31.12.2018 incl bank)

Q3
£'000
15,316
-16,757
8,500
-11,219
15,611
2,122
13,573

The Council held investments of £13.4m in addition to a bank balance of £0.173m.
The table below details where these investments were held as at Q3
Investments at Q3
Lloyds Deposit Account
Lloyds Bank Account
LGIM Money Market Fund
CCLA Money Market Fund
CCLA Property Fund
Santander (365 day Notice Account)
Total Prudential Borrowing

Q3
£'000
2,700
173
700
5,000
3,000
2,000
13,573

4.6

Investment in Local Authority Property Fund (CCLA)
The total the Council has invested now stands at £3m. Interest is receivable on a quarterly
basis with Q3 due in January.

4.7

New External Borrowing
Due to the overall financial position and the underlying need to borrow for capital purposes, the
Council borrowed a further £2.5m from the PWLB on 19/12/2018. The borrowing has been
taken for a period of 5 years at 1.7%. This brings the total external borrowing from PWLB to
£8.5m.

4.8

Prudential Borrowing at Q3.

Prudential Borrowing
External Borrowing at 31.12.2019
Internal Borrowing at 31.12.2019
Total Prudential Borrowing

4.9

Q3
£'000
8,500
11,867
20,367

Borrowing in advance of need
The Council has not borrowed in advance of need during the period ending 31 December 2018.

4.10

Compliance with Treasury and Prudential Limits
It is a statutory duty for the Council to determine and keep under review the affordable
borrowing limits. The Council’s approved Treasury and Prudential Indicators (affordability
limits) are included in the approved TMSS.
During the financial year to date the Council has operated within the treasury and prudential
indicators set out in the Council’s Treasury Management Strategy Statement and in compliance
with the Council's Treasury Management Practices.
The prudential and treasury Indicators are shown below.

Treasury Indicator
Forecasts
Treasury Indicators
Authorised limit for external
debt
Operational boundary for
external debt
External Debt
Long term Leases
Investments
Net Borrowing

Original
£’000

P1
£’000

Q2
£’000

Q3
£’000

Q4
£’000

42,202

42,202

42,202

42,202

22,916

26,666

28,653

28,653

21,298

18,412

24,369

24,128

27

27

27

27

(13,403)

(17,076)

(12,629)

(14,334)

7,922

1,363

11,767

9,821

25,456

27,822

30,088

29,967

23,821

24,103

29,700

29,700

12,400

15,910

22,910

22,910

15,048

19,387

24,984

24,984

22,756

19,446

25,043

25,043

2,524

5,692

5,332

5,572

1.39%

0.28%

0.08%

0.08%

(£6.77)

£0.76

(£7.85)

(£15.46)

Prudential Indicators
Capital Expenditure
Capital
Financing
Requirement (CFR)*
Of
which
Commercial
Property
Annual change in CFR*
In
year
borrowing
requirement
Under/(over)borrowing
Ratio of financing costs to
net revenue stream*
Incremental impact of
capital
investment
decisions:
Increase/Reduction (-) in
Council Tax (band change
per annum)

4.11

Key Changes to the Treasury and Capital Strategies
There are no changes to report to this committee

4.12

The Monthly Investment Review report for December is attached below;

