Appendix A - Attachment 1 - Finance Portfolio

East Lindsey District Council — Q1 Finance Report 2022/23

Section 1 - Finance Summary
e The revenue forecast shows a projected year end deficit of £99K (Table 1).
e Specific and general reserves of the Council are forecast to be £22.703m at
31 March 2023 (Table 3).
e Capital spend at the end of Quarter 1 was £4.567m against a full year budget
of £69.533m (Table 4).
e New Capital receipts for the year are estimated to be £4.258m (Table 5).
e After funding the 2022/23 Capital Programme the capital resources totalling
£7.675m (Table 5) are:
o Capital Reserve - £2.929m (Table 3)
o Capital Receipts - £4.746m (£2.929m + £4.746m = £7.675m)
e The Council holds investments (including property funds and instant access
accounts) of £95.6m as at 30 June 2022 (Table 10).

e The Council held borrowing of £20.0m as at 30 June 2022 (Table 11).

Section 2 - Finance

Section 2.1 Key Financial Issues in Quarter 1 of 2022/23
Section 2.2 Revenue Budget

Section 2.3 Reserves and Capital Budget

Section 2.4 Treasury Update

Section 2.5 Insurance

Section 2.6 Debt Collection

Section 2.1 — Key Financial Issues in Quarter 1 of 2022/23

This report sets out a summary of the current financial position for the Council at the
end of the first quarter for members’ consideration.

The inflation indicators are increasing; CPl and RPI percentages are high and have
risen over the quarter from 9.0% to 9.4% and 11.1% to 11.8%, respectively (shown
below). Rising costs in energy bills, fuel costs, food costs and used vehicle costs have
contributed to this rise in inflation.

o 1o ) .
Inflation April (%) May (%) June (%)

CPI 9.0 9.1 9.4
RPI 111 11.7 11.8

During this first Quarter, interest rates have been on a rising trend. The Bank of
England Base rate increased from 0.75% to 1.00% on 5 May 2022 and then to 1.25%
on 16 June 2022. Market expectations are for further rate increases during 2022/23.
At the time of writing this report the base rate had already increased to 1.75% on 4
August 2022.
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Section 2.2 — Revenue Budget

Table 1 details the first quarter revenue outturn by Assistant Director. This is the
position as at 30" June 2022 and shows a projected year end deficit of £99K against
the revised budget.

Table 1 — Projected Net Spend by Assistant Director Area

Revised Forecast Variance
Outturn
Assistant Direct Budget Q1 (underspend)/ Comments on main
ssistant Director— 2022/23 2022/23 overspend .
£'000

Organisational & 2 465 2 465 0

Corporate Services

Economic Growth 548 548 0

Finance 4,755 4,755 0
Shows a £80K reduced
income at Kingfisher Caravan

General Fund Assets (2,751) | (2,771) (20) Park = feyver caravans.
Forecasting an increase
£(100)K in car parking
income.

Governance 941 941 0

Leisure & Culture 1,958 1,958 0
Shows an overspend of
£119K from increased fuel

Neighbourhoods 5,336 5,225 (111) | costs. Green waste income
£(230)K transferred to
reserves.

Planning & Strategic 21 21 0

Infrastructure

Regulatory 1,555 1,555 0

Wellbeing &

Community 1,273 1,273 0

Leadership

Sub Total — Assistant

Directors — Net Costs 16,102 | 15,970 PRy

Internal Drainage

Boards and Parish 7,147 7,147 0

Precepts

Investment Income (810) (810) 0 | See Treasury report.
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Table 1 — Projected Net Spend by Assistant Director Area

Revised Forecast Variance
Outturn
Assi oI Budget a1 (underspend)/ Comments on main
ssistant Director 2022/23 2022/23 overspend .
£'000 £000 £000
Impairment 100 100 0
Allowance
Capital Expenditure
Charged in Year 10,121 10,121 0
£230K Surplus from Green
Transfers to/(from) | ;) 5040 | (14 054) 230 | Waste transferred to
Earmarked Reserves
earmarked reserves
EffICI(.EnCIeS (685) (685) 0
Requirement
Other Income and 1,589 | 1,819 230
Expenditure
General Fund Budget 17,601 | 17,789 99
net costs
Funding - Council Tax | (10,459) | (10,459) 0
Funding -
Government Grants (9,675) | (9,675) 0
Funding - Business 2 444 2 444 0
rates
Total Budget - 0 99 99

(Surplus)/Deficit
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Income

The Council has several demand-led budget areas which are reliant on income for
services provided. These are shown in Table 2 below.

Table 2 — Trading Income Budgets

Revised Actual Yea_1r Epd
Budgetto Income to Projection
Income Area 30 June 30 June (abt;c;:;)/ Comments
2022 2022
0 0 budget
£'000 £'000 £'000
Income is higher than expected; card
payments becoming increasingly popular;
Car Parking (829) (967) (100) installed 65 new card machines since March
2020. We will continue to monitor against
whole year budget.
Kingfisher Reduced income due to fewer caravans on the
Caravan (991) (775) 80
park.
Park
Income was higher than expected; will
Planning (393) (438) 0 continue to monitor against whole year
budget.
Licensing (83) (61) 0 Lower |r1come 'Fhan expected; we will continue
to monitor against whole year budget.
Income was lower than expected; will
Markets (25) (23) 2 continue to monitor against whole year
budget.
Income was higher than expected; will
Land . . .
(30) (53) 0 continue to monitor against whole year
Charges
budget.
Buildin Income was higher than expected; will
g (111) (219) 0 continue to monitor against whole year
Control
budget.
Commercial Income was higher than expected; will
(472) (719) 0 continue to monitor against whole year
Rents
budget.
Green Increased income has been transferred to
Waste (1,311) (1,541) (230) reserves; no impact on the bottom line.
Total (4,245) (4,796) (248)
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Section 2.3 — Reserves and Capital Budget

2.3.1 - Specific and General Reserves

By 31 March 2023, specific reserves are forecast to be £20.881m, after a net transfer
from reserves of £9.258m to cover future revenue and capital expenditure. Table 3
reflects the forecast position.

Table 3 - Specific and General Reserves Balance Forecast

Forecast Forecast Use Forecast
Balances at 1 -
Reserve April 2022 Fontrlbutlons of Reserves Balances at 31
into Reserves March 2023

Investment
Volatility 1,000 i i 1,000
Housing 2,031 - - 2,031
Repair & 1,358 812 175 1,996
Replacement
Carbon Reduction 106 - - 106
Insurance 827 100 60 867
Capital 6,173 1,244 4,488 2,929
Service
Transformation 1,093 37 i 1,130
Business Rates 7401 6.640 761
Volatility ’ !
Legal & Appeals 431 - 7 424
Technology 792 68 170 690
Wellbeing 805 20 - 825
Economic Growth 6,944 2,657 2,657 6,944
COVID-19 Budget
Pressures 1,178 - - 1,178
Smoothing
Specific Reserves 30,139 4,939 14,197 20,881
Total
General Fund 1,822 - - 1,822
Total 31,961 4,939 14,197 22,703

Please note the following reserve movements that are due to take place in 2022/23:

e Repairs and Replacement
o Additions to — contributions from services paying back into the
reserve where savings have been made and Solar PV FIT income.
o Use of reserve — funding for capital project in relation to football pitch
provision.
e |nsurance Reserve
o Additions to —the £100k contribution from services’ base budgets
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o Use of reserve —the £60k payment is for claims below the £25k de-
Minimis level in year
Capital Reserve
o Additions to — New Homes Bonus
o Use of reserve — for the capital projects: capitalised planned
enhancements, car park resurfacing, Leisure & Learning Hub, traveller
site purchase and ICT for Public Sector Hub. Transfer to Economic
Growth Reserve.
Service Transformation
o Additions to — contributions from services paying back into the
reserve where savings have been made.
Business Rates Volatility Reserve
o Use of reserve — financing shortfall in business rates income and use
of CARF funding received in previous year.
Legal and Appeals
o Use of reserve — spend of S106 monies previously received.

Technology Reserve
o Additions to — from previous savings in IT budget (5 years at £68k) and
other service contributions.
o Use of Reserve —IT projects in the Capital Programme.
Economic Growth
o Additions to — benefit of Business Rates pooling, leisure investment
payback and Invest East Lindsey payback. Transfer from other
reserves to support ongoing projects. Transfer from Capital Reserve
o Use of Reserve — capital investment in leisure services, Public Sector
Hub and Towns Fund.
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2.3.2 — Capital Budget
This section covers:

e Progress against the 2022/23 approved capital programme and the
anticipated outturn

e Capital receipts to date for 2022/23

e Financing of the Capital Programme

Table 4 — 2021/22 Capital Programme and Q1 Forecast Outturn

Approved Actual Forecast Variance
Budget 30 Jun Outturn  (under)/over
2022/23 2022 2022/23

Capitalised Planned Enhancements 518 2 518 -
Car Park Resurfacing 250 69 250 -
Gibraltar Rd Wall Collapse 153 - 153 -
Disabled Facilities Grants® 1,562 409 1,562 -
Pumping Works on Foreshore 146 - 146 -
Vehicle Purchases 27 - 27 -
IT Investment 1,186 307 1,186 -
Community Housing Fund 654 - 654 -
Traveller Sites 690 - 690 -
PSPS Investment 249 - 249 -
Public Sector Hub? 4,006 1,705 4,006 -
London Road 175 - 175 -
Kingfisher Enhancements 109 - 109 -
Green Homes Grants 1,979 423 1,979 -
Sustainable Warmth 7,321 102 7,321 -
Fitness Suite Refurbishment # 276 311 311 35
Pride in East Lindsey 63 - 63 -
Changing Places 300 - 300 -
INVEST?® - 200 200 200
Total Non-Towns Fund Projects 19,664 3,258 19,899 235
Leisure and Learning Hub 8,853 119 8,853 -
Sutton on Sea Colonnade 6,014 4 6,014 -
Skegness Foreshore 4,726 4,726 -
Skegness Railway Station 2,098 2,098 -
Skegness To_wn Centre 661 172 661 -
Transformation

Police Training Centre 2,105 2,105 -
Multi-User Trail 1,427 1,427 -
Learning Campus 11,854 720 11,854 -
Skegness Cultural 1,402 24 1,402 -
Campus for Future Living 6,034 6,034 -
Sandilands 2,974 2,974 -
Mobihub 1,401 1,401 -
Mablethorpe High Street 320 320 -
Total Towns Fund Projects 49,869 1,039 49,869 -
Grand Total 69,533 4,567 69,768 235
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Table 4a — Capital Programme — Comments on Delivery

Scheme Comments

!Disabled Facilities Grants Schemes progressing well with many future works agreed.

Works ongoing on scheme, completion expected within

2 .
Public Sector Hub Quarter 2.

3INVEST Expenditure on Housing Development plans in Chapel St
Leonards. Drawdown in accordance with previously approved
loan arrangement.

Costs were higher than expected, which are fully funded by
Magna Vitae.

The capital programme is currently being reviewed to ensure schemes are deliverable

*Fitness Suite Refurbishment

and phased correctly across financial years. Once the review is completed the capital
programme will be updated and included within quarter three reporting.

Capital Receipts

Capital receipts have been received from investments that have been returned,
totalling £2.773m. Receipts from the sale of plots on Fairfield Industrial Estate with
the Council’s share at £470K. Other receipts, £16K, were from the sale of gym
equipment replaced as part of the Fitness Suite Refurbishment scheme.

Capital Financing

The current Capital Programme is financed from reserves and external borrowing in
line with the Capital Strategy. Table 5 indicates the forecast capital resources
available to the Council at the end of 2022/23.

Table 5 — Capital Resources

2022/23 2023/24

£'000 £'000

Capital Resources* available at start of each year 9,765 7,675

Capital Investment (estimate in future years) (69,768) | (15,847)

Additional Sources of Finance

New Capital Receipts (estimate in future years)** 4,258 352
Funding from other reserves and internal borrowing 12,957 475
External Grants 50,282 14,502
Revenue Contributions - -
Internal borrowing 200 -
Budgeted contributions to capital reserve 1,244 -
Transfer from Capital Reserve to support ongoing projects (1,500) -
Estimated Capital Resources* at end of each year 7,675 7,157

* Capital Reserve and Capital Receipts.

**Capital receipts figures include an estimated level of asset sales each year.



Section 2.4 — Treasury Update

Investments at 30 June 2022
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During the financial year, the Council has made investments in line with the agreed

Treasury Management Strategy.

Table 6 details the cash investments held by the Council at 30 June 2022 (excluding
accrued interest). The peaks and troughs in cash flow are managed daily. The Council

collects money on behalf of other organisations which are paid out at future dates

(e.g., Council Tax and Business Rates). The value of investments held at any point

includes money held on behalf of these other organisations and does not represent

the value of ELDC’s own resources alone.

Table 6 - Cash Investments as at 30 June 2022

Financial Institution Amount (€£) | Start Date | Maturity Date | Yield
Barclays Bank Current Account 3,462,642 | 30/06/22 01/07/22 0.00%
Barclays Bank 4,993,838 | 30/06/22 01/07/22 1.00%
Handelsbanken Plc 4,947,090 | 30/06/22 01/07/22 0.25%
CCLA Money Market Fund 7,500,000 | 30/06/22 01/07/22 1.04%
UK Debt Management Office 15,000,000 | 30/06/22 14/07/22 1.05%
UK Debt Management Office 5,000,000 | 17/06/22 18/07/22 1.05%
First Abu Dhabi Bank 2,500,000 | 28/07/21 28/07/22 0.16%
Australia & New Zealand Bank 5,000,000 | 04/02/22 04/08/22 1.00%
Goldman Sachs 5,000,000 | 30/06/22 30/09/22 1.45%
Standard Chartered Bank 5,000,000 | 18/05/22 18/11/22 1.61%
First Abu Dhabi Bank 2,500,000 | 15/06/22 15/12/22 2.11%
National Bank of Kuwait 5,000,000 | 15/06/22 15/12/22 1.92%
National Bank of Canada 5,000,000 | 17/06/22 16/12/22 2.13%
TOTAL 70,903,570
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Property Fund Investments

The Council has purchased property fund units. Table 7 below provides a breakdown

in relation to the purchase of these units.

Table 7 - Property Fund Investments

Fund Date of Net Asset Premium/ Premium/ Total Cost
Purchase | Value at Date | (Discount) on | (Discount)
of Purchase Purchase on
£ £ Purchase £
%
Hermes 24/06/16 1,621,443 48,643 3.00 1,670,086
Property Unit 30/09/16 234,555 5,435 2.32 239,990
Trust 26/01/17 556,376 33,547 6.03 589,923
02/10/17 344,460 9,087 2.64 353,547
28/11/17 248,899 5,686 2.28 254,585
26/12/17 192,410 3,517 1.83 195,927
26/04/19 694,860 1,033 0.15 695,893
TOTAL 3,893,003 106,948 2.75 3,999,951
Schroder UK 07/07/16 2,021,637 (25,629) (1.27) 1,996,008
Real Estate | 07/10/16 505,375 (6,373) | (1.26) 499,002
Fund 01/12/17 1,478,726 18,280 1.24 1,497,006
07/09/18 813,680 (5,659) (0.70) 808,021
TOTAL 4,819,418 (19,381) |  (0.40) 4,800,037
Threadneedle 31/08/18 2,902,441 86,572 2.98 2,989,013
Property Unit | 28/09/18 483,966 16,116 | 3.33 500,082
Trust 31/10/18 1,267,037 42,855 3.38 1,309,892
TOTAL 4,653,444 145,543 3.13 4,798,987
BlackRock UK
Property 28/09/18 4,734,550 65,482 1.38 4,800,032
Fund
M&G
Investments 14/09/18 1,374,053 105,707 2.25 1,479,760
UK Property
Fund
AEW UK Core
Property 31/10/18 4,505,538 294,462 6.54 4,800,000
Fund
TOTAL 23,980,006 698,761 2.54 24,678,767

10
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Table 8 below shows the Property fund investments as at 30 June 2023. The
Projected Annualised Distribution Yield is the projected yield for the year based on
dividends already received during the current financial year. The 2022/23 Annualised
Fund Capital Gain/Loss is the projected gain/loss in the capital value of the fund
since the start of the financial year calculated by reference to the change in the Net
Asset Value from 31 March 2022 to the period end. The estimated combined return
is the total of the Projected Dividend Distribution Yield and the Annualised Fund
Capital Gain / Loss.

11



Table 8 - Property Fund Investments as at 30 June 2022
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Financial Institution Purchase | Estimated Projected Net Asset | Total Gain/ | Monthly 2022/23 2022/23 VRP
Cost Less Revenue Annualised Value (£) | (Loss) Since Gain/ Annualised Estimated
Repaid Received | Distribution Purchase (Loss) (E) | Fund Capital | Combined
Capital (£) | 2022/23 Yield (£) Gain/(Loss) Return
(£) 2022/23 Since 1/4/22
Federated Hermes Property | 3,999,951 | 38,394 3.85% 4,998,406 | 998,455 | 28,208 18.09% 21.94% 0
Unit Trust Estimate
Schroder UK Real Estate Fund 4,800,037 49,642 4.15% 5,982,191 1,182,154 35,757 6.37% 10.52% 0
Estimate
Threadneedle Property Unit 4,798,987 45,914 3.85% 5,236,063 437,076 15,441 16.18% 20.03% 0
Trust Estimate
BlackRock UK Property Fund 4,800,032 34,630 2.99% 5,575,015 774,983 38,053 9.16% 12.15% 0
Estimate
M&G Investments UK 1,479,760 4,066 1.10% 1,670,241 190,481 3,454 N/A N/A (360,649)
Property Fund (after capital Estimate
repayments)
AEW UK Core Property Fund 4,800,000 53,852 4.50% 5,034,820 234,820 (12,610) 12.83% 17.33% 0
Estimate
TOTAL 24,678,767 226,498 28,496,736 | 3,817,969 108,303

12




Property Fund Dividends
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An analysis of dividend distributions received and borrowing costs incurred since the
purchase of the property funds to 30 June 2022 can be found in the Table 9 below.

Table 9 — Property Fund Dividend Information

Actual Dividend Original Esjur'nated Total
. . e e a Dividend T

Financial Distributions Budgeted - Distributions

- . e el . Distributions ) )
Institution Received Pre Distribution Received Received Since

2022/23 for 2022/23 2022/23 Purchase
£ £ £ £

Federated
Hermes 727,525 32,111 38,394 765,919
Property Unit
Trust
Schroder UK 779,317 38,535 49,642 828,959
Real Estate Fund
Threadneedle
Property Unit 703,245 53,601 45,914 749,159
Trust
BlackRock UK 531,654 39,492 34,630 566,284
Property Fund
M&G
Investments UK 581,963 44,518 4,066 586,029
Property Fund
AEW UK Core 742,212 53,732 53,852 796,064
Property Fund
Total Revenue 4,065,916 261,989 226,498 4,292,414

Table 10 - Maturity Structure of Investments as at 30 June 2022
(including property funds)

Less than one week
Less than one month
One to three months
Three to six months
Six to nine months
Nine months to a year
>12 Months

Total

£ 20,903,570 -

£
£
£
£
£
£
£

22,500,000 -
10,000,000 -
17,500,000 -

0 -

0 -

24,678,767 -
95,582,337

22%
24%
10%
18%

0%
0%
26%

13
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Return on Investments

The Council’s 2022/23 gross budget for investment income is £1.3m. At the end of June
2022, investment income earned was estimated to be approximately £313 K. (This figure
is an estimate because the returns on all property funds to 30 June 2022 are not known
until the end of August 2022).

Treasury investments achieved an average rate of 0.682% compared to the benchmark
average 3-month SONIA rate of 1.212%. Property fund investments are estimated to
have achieved an estimated average rate of 3.59%. The combined rate achieved on all
investments was estimated to be approximately 1.65%.

External Borrowing

The Council has £20m of external borrowing for property funds as shown in Table 11
below.

Table 11 - External Borrowing

Entity Amount (£) | Start Date | Maturity Date Rate

Public Works Loan Board 10,000,000 | 10/12/2018 | 10/12/2068 2.54%

Public Works Loan Board 10,000,000 | 13/12/2018 | 13/12/2068 2.39%
TOTAL 20,000,000 2.465%
Average

Interest costs for 2022/23 on this borrowing are £493K.

14
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Public Works Loan Board (PWLB) Borrowing Rates

PWLB borrowing rates have been on a rising trend during much of quarter 1 because
of increases to the Bank of England base rate and the concerns around inflation levels.
Graph 1 below shows that borrowing rates started to fall slightly at the end of June.
The 50-year PWLB certainty rate was 3.27% as at 30 June.

Graph 1 — PWLB Borrowing rates
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Treasury Summary

Rates on new investments with financial institutions and local authorities now range
from 1.55% for one-month deposits through to 3.12% for one-year deposits.

The property fund valuations remain on an upward trend and during June 2022 the
property fund valuations (excluding M&G) increased by £108,303. M&G's UK Property
fund is selling assets and therefore our capital held in the fund is decreasing as
repayments are made. M&G have paid ELDC distribution payments totalling
£3,320,240 as at 30 June 2022, from the asset sale proceeds. Following the period end
a further distribution payment was made in July 2022 and the Council received a
further £344,253.

Investments in financial markets have risk and are subject to a continued high level of
scrutiny. Significant issues are reported to the Council’s Audit and Governance
Committee. Changes to credit ratings of financial institutions are monitored daily, and
where required, reported to the Section 151 Officer for an agreed course of action to
be taken.

15
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Section 2.5 — Insurance
2022/23 Claims Statistics

Table 12 details the number of formal insurance claims for Quarter 1 of 2022/23
(figures in brackets are comparable figures for 2021/22).

Table 12 — Insurance Claims

Quarter1  Quarter2  Quarter3 | Quarter 4 Total
Public Liability 1(0) 0(2) 0(1) 0(1) 0(4)
Employers Liability 0(0) 0(0) 0(0) 0(0) 0(0)
Motor 2(2) 0(2) 0(5) 0(1) 0(10)
Property 0(0) 0(0) 0(0) 0(0) 0(0)
Officers Indemnity 0(0) 0(0) 0(0) 0(0) 0(0)
Total 3(2) 0(4) 0(6) 0(2) 0(14)

Section 2.6 — Debt Collection

An analysis of the sundry debts the Council held as at 30 June 2022 is show in Table 13.
This does not include details of invoice amounts (£608,344) that are not yet due.

Table 13 — Sundry Debt Analysis

0-30 31-60 61-90 91-120
days days days days
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