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23 June 2010

Dear Councillor

NOTICE IS HEREBY GIVEN THAT a meeting of the GOVERNANCE Committee will be
held in the HMS Brave Room at these Offices on Wednesday 30 June 2010 at 6.00 pm
when the following business will be transacted.

Members of the public who require further information are asked to contact Pauline Hodding
on (01304) 872305 or by e-mail at paulinehodding@dover.gov.uk.

Yours sincerely

hief Executive

Governance Committee Membership:

Councillor D A Mayes (Chairman)
Councillor M D Conolly (Vice-Chairman)
Councillor B W Bano

Councillor M R Eddy

Councillor C E Kirby

Councillor J C Record

DECLARATIONS OF INTEREST

Members are required to disclose the existence and nature of a personal interest at the
commencement of the item of business to which the interest relates or when the interest
becomes apparent. An explanation in general terms of the interest should also be given to
the meeting. If the interest is also a prejudicial interest, the Member should then withdraw
from the room or chamber.

AGENDA
1. APOLOGIES

2. APPOINTMENT OF SUBSTITUTE MEMBERS

To note appointment of Substitute Members.




3. MINUTES

To confirm the Minutes of the meeting of the Committee held on 16 June 2010 (to
follow).

4. DRAFT STATEMENT OF ACCOUNTS

To consider the report of the Director of Finance and ICT (to follow).

Access to Meetings and Information

Members of the public are welcome to attend meetings of the Council, its
Committees and Sub-Committees. You may remain present throughout them except
during the consideration of exempt or confidential information.

All meetings are held at the Council Offices, Whitfield unless otherwise indicated on
the front page of the agenda. There is disabled access via the Council Chamber
entrance and a disabled toilet is available in the foyer. In addition, there is a PA
system and hearing loop within the Council Chamber.

Agenda papers are published five clear working days before the meeting.
Alternatively, a limited supply of agendas will be available at the meeting, free of
charge, and all agendas, reports and minutes can be viewed and downloaded from
our website www.dover.gov.uk. Minutes are normally published within five working
days of each meeting. All agenda papers and minutes are available for public
inspection for a period of six years from the date of the meeting. Basic translations of
specific reports and the Minutes are available on request in 12 different languages.

If you require any further information about the contents of this agenda or your
right to gain access to information held by the Council please contact: Pauline
Hodding, Senior Democratic Support Officer, telephone: (01304) 872305 or email:
paulinehodding@dover.gov.uk for details.

Large print copies of this agenda can be supplied on request.




71

72

73

Agenda Iltem No 3

Minutes of the meeting of the GOVERNANCE Committee held at the Council
Offices, Whitfield on Tuesday 16 June 2009 at 4.30 pm.

Present:
Chairman: Councillor M D Conolly (Vice-Chairman in the Chair)

Councillors: M R Eddy
C E Kirby
D R Lloyd-Jones
J C Record

Also Present: Councillor A Friend

Officers: Head of Governance
Head of Finance and ICT
Democratic Support Officer (Minute No 73 only)
Head of Audit Partnership
Audit Manager, Internal Audit
Governance Investigator
Auditor, Internal Audit
Audit Manager, Audit Commission
Senior Democratic Support Officer

Apologies for absence were received from Councillors D A Mayes and B W Bano.

SUBSTITUTE MEMBERS

It was noted that in accordance with Rule 4 of the Council's Procedure Rules
Councillor D R Lloyd-Jones had been appointed as substitute for Councillor
D A Mayes.

MINUTES

The Minutes of the meeting of the Committee held on 19 March 2009 were
approved as a correct record and signed by the Chairman.

COUNCILLOR CALL FOR ACTION

The Committee considered the report of the Head of Governance on new statutory
obligations placed on local authorities to introduce provision for a Councillor Call for
Action. The provisions would strengthen the community role of Ward Councillors to
act on behalf of constituents regarding resolution of local government or crime and
disorder issues where action through normal channels had been unsuccessful.
Attached to the report were the proposed protocol, a flowchart of actions, and a
schedule of Constitutional changes arising from the new role for the Scrutiny
(Community and Regeneration) Committee in regards to Councillor Call for Action.

The Scrutiny (Policy and Performance) and Scrutiny (Community and
Regeneration) Committees had also considered the report in April 2009 and had
recommended this Committee to endorse option A which required approval of the
protocol and the consequential changes to the Council's Constitution. The
Democratic Support Officer advised that a guidance pack for Members would be
issued in July when Council would consider the issue.
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RESOLVED: That the Councillor Call for Action protocol, as now submitted,
and the consequential amendments to the Constitution be
approved and commended to Council.

2008/09 ANNUAL GOVERNANCE ASSURANCE STATEMENT (CAB 6)

At its meeting held on 1 June 2009 the Cabinet had approved the Annual
Governance Assurance Statement and authorised the Leader of the Council to sign
the Statement. On 19 May 2009 the Council's Corporate Management Team had
also accepted the Statement and authorised the Chief Executive to sign it following
consultation with the Council's S151 Officer and the Monitoring Officer.

The Head of Governance drew attention to the inclusion of ICT in the Governance
Framework for the first time together with a revised Basket of Measures for
2008/09. The Governance Investigator explained that the Statement followed a
recommended format for various controls of the Council's finances and governance
in the preceding year. The Statement included improvements made during the year
which addressed concerns in the previous year's action plan together with areas
which required strengthening. The Governance Framework Status report followed a
CIPFA/SOLACE/ACeS recommended format showing actions to be taken and
these would form the action plan for the following year. Where no actions were
recommended it was felt that measures already in place were sufficient and, given
the Council's limited resources, there was nothing to suggest scope for
improvement. Councillor Eddy asked whether the impact on health of the Council's
core and supporting principles had been taken into account, particularly with regard
to Comprehensive Area Assessment, in the same way that environmental
assessments for new projects had been highlighted in Core Principle 1. The Head
of Governance confirmed that health impact had not been considered before and
undertook to investigate the issue before the September meeting of the Committee.

With regard to the revised Basket of Measures, the Head of Governance explained
that this identified measurable factors within Governance and showed good
progress within an ethical framework under the Corporate Governance Local Code
which had been adopted the previous year. The specific issue of Member
attendance at generic training courses was raised and the Senior Democratic
Support Officer undertook to bring a report to the September meeting of the
Committee.

RESOLVED: That the 2008/09 Annual Governance Assurance Statement,
as now submitted, be accepted and the Head of Governance
be requested to submit a report to the September meeting of
Committee on proposals as to how the impact of health
considerations can be factored into decision making.

UPDATE ON THE 2007/08 ANNUAL ASSURANCE STATEMENT ACTION PLAN

In accordance with the Committee's previous decision that monitoring reports on the
Action Plan should be submitted at regular intervals, the Governance Inspector
explained the report which showed the position of core principles on the 2008/09
Action Plan as at 31 March 2009. A further report would be taken to meeting on
2 December 2009.

RESOLVED: That progress made against the Action Plan be noted.
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2008/09 STATEMENT ON THE EFFECTIVENESS OF INTERNAL AUDIT

The Head of Governance clarified that Internal Audit undertook a self-assessment
of its effectiveness which was subsequently reviewed by the Section 151 Officer
and the Head of Governance. The resulting statement indicated that proper
practices had been applied and the overall conclusion was that an effective system
was in place to manage performance and deliver an effective Internal Audit function.

One area giving only 'partial' compliance was an element of the Audit Committee's
section which sought to ensure that the Head of Internal Audit was authorised to
meet with the Chairman of the Governance Committee in the absence of the Chief
Executive, Monitoring Officer and S151 Officer on an annual basis. The Head of
the Audit Partnership stated the opinion that a formal constitutional authorisation
was unnecessary as, should the need arise, the opportunity and ability to consult
the Chairman and members of the Governance Committee already existed.

RESOLVED: That, having considered the Statement on the Effectiveness
of Internal Audit and the supporting action plan, the findings
be accepted as forming part of the 2008/09 Annual
Governance Assurance Statement.

INTERNAL AUDIT REPORT

The Committee considered the report of the Head of the East Kent Audit
Partnership (EKAP) which summarised its performance and the impact of its work
during the financial year 2008/09 for this Council. 97% compliance with the CIPFA
Code of Practice had been achieved, which was on target, and examples of benefits
arising from partnership working were listed in the report. The figures provided for
the Financial Performance showed a trend of decreasing costs since 2005/06 which
demonstrated the efficiencies gained from creating the audit partnership.

The missing text in the paragraph referring to Council Tax concerns was reported
as "... however the matter highlighted some concern over the billing key controls.
The credit balances were not correctly rolled over on to the 2008 billing netting off
against the debit balance. Although the credit is shown on the bill it does not net off
against the charge and therefore instalments are calculated without taking the credit
balances into account".

The Balanced Scorecard at Appendix B showed that 5 of the 172 recommendations
made throughout the year that were high risk remained outstanding and of these
only two were ongoing with the remainder either implemented or no longer relevant.

RESOLVED: That the annual Audit Report be noted and the members of
the East Kent Audit Partnership congratulated on an excellent
year's work.

INTERNAL AUDIT QUARTERLY PROGRESS — REPORT FROM FEBRUARY
2009 TO MAY 2009

The Committee considered the report of the Head of Audit Partnership which
summarised the work undertaken by Internal Audit for the period February to May
2009 including eight new reviews and six follow-up reviews. Of the new reviews
Capital, Housing Repairs and Maintenance, Local Code of Corporate Governance,
and Environmental Health had all received Substantial assurance levels; Council
Tax, Debtors and Housing Benefit (Administration and Assessment) had achieved a



reasonable assurance. The low level of post-implementation reviews referred to in
the recommendations on Capital Projects reflected the temporary situation due to
the current economic climate. Incorrect rolling over of credit balances for Council
Tax had been of concern but all due refunds were being made to residents and the
2009/10 billing was being carried out with a full roll forward of credit balances.

The six service areas which had been followed up had all improved or retained their
assurance levels.

RESOLVED: That the activity of Internal Audit for the period February to
May 2009 be noted.

The meeting ended at 5.20 pm.



DOVER DISTRICT COUNCIL Agenda Item No 4

REPORT OF THE HEAD OF FINANCE AND ICT

GOVERNANCE COMMITTEE - 30 JUNE 2010

FINANCIAL OUTTURN 2009/10

Recommendations

That Members receive and note this report setting out the:

e Significant changes to take into account when considering the accounts

 Reasons for the main variations between the budgets and outturn for the
General Fund Revenue Account, Housing Revenue Account and Capital
Programme; and

e Movements between reserves within the Statement of Accounts.

Contact Officer — Helen Lamb (extension 2063).

Purpose of the Report

This report has been produced in support of the draft accounts, in order to provide
Members with a more detailed explanation of the 2009/10 outturn and the financial
standing of the Council and to highlight the key issues and significant changes.

Statutory Requirements

The requirements of the Accounts and Audit Regulations 2003 (as amended by the
Accounts and Audit (Amendment England) Regulations 2006 and 2009) include:

The Council’s responsible officer (the Head of Finance and ICT) must certify that
the accounts give a true and fair view of the financial position as at 31 March and
the income and expenditure for the year ending 31 March. This is met through the
certificate within the Statement of Responsibilities contained in the statement of
accounts and this is also supported by a statement at Appendix H

The Council must conduct, at least annually, a review of the effectiveness of its
system of internal control and publish an annual Governance Statement signed by
the Leader of the Council and the Chief Executive. This statement was approved
by the Governance Committee at it's meeting on 16™ June 2010, and is also
included in the statement of accounts.

The accounts must be approved by Council (or a Committee of the Council) by 30
June. Governance Committee have delegated authority to discharge this
requirement.

Following the approval of the Statement of Accounts by Governance Committee,
they will be signed by the Chairman of the Committee.




Purpose of the Accounts

The accounts have a key role in assisting the Council to be accountable to
stakeholders and interested parties for the stewardship and sound management of
public monies. They provide a significant amount of information, including the
Council's financial position as at 31 March, and a summary of the income and
expenditure in the year to 31 March.

However, the accounts are also a long and complex document which may not be
easily accessible to those Members not serving on the Governance Committee, the
public and other stakeholders. Therefore, in order to further promote accountability,
this Council also produces:

e Members’ Summary Accounts - this provides a little more detail than the Public
Summary and will be produced and circulated following the approval of the draft
accounts.

e Frequently Asked Questions — this will be published on the web site — see
Appendix G.

e Summary of the Draft Accounts — this will also be produced after approval of the
draft accounts and will be in the Annual Report and will also be published on the
web site.

Finally, when considering this report and the Statement of Accounts, Members are
reminded that the final accounts, budget and Medium Term Financial Plan (MTFP)
should not be considered in isolation. Together they form a continuous process of
financial management, and so the 2009/10 outturn will feed into 2010/11 budget
monitoring and the next MTFP.

Format and Changes to the 2009/10 Accounts

The explanatory foreword to the accounts provides a brief explanation of the main
changes to the 2009/10 accounts and a summary of the core statements. It is
suggested that Members start their review with this report and the explanatory
forward.

The main changes to the accounts are:

e Council tax — the Statement of Recommended Practice (SORP) now recognises
that the Council acts as an agent for the three major precepting bodies (Kent
County Council, Kent Police and Kent Fire and Rescue). As such, the accounts
now only show the amount owed by and to taxpayers in respect of this council’s
proportion of the council tax;

e Non-domestic rates — as with council tax the SORP now recognises that the
Council is acting as an agent for the Government. Therefore, the accounts only
show a net debtor or creditor in respect of amounts owed to or by the
Government;

e Accrued interest — the SORP requires the long-term and current parts of individual
financial instruments (loans or investments) to be separated. Therefore, accrued
interest on long-term investments is not shown under short-term investments; and

e There is no longer a requirement to include disclosure notes in respect of the
building control function, Local Authority (Goods and Services) Act 1970, publicity
and Section 137 expenditure under the Local Government Act 1972. However the
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Council has decided to continue to include these notes in part to fulfil statutory
requirements to prepare and publish this information.

None of these changes make a significant impact on the financial position of the
authority.

General Fund Revenue Outturn

The starting point for considering the financial outturn is the 2009/10 Original budget
which is shown, together with the 2009/10 Projected Outturn and the 2009/10
Outturn at Appendix A.

Appendix A shows the Original Budget was a deficit of £23k. During the year
additional pressures were reported to members giving a projected Out-turn of £538k
(see Appendix A (i)). The Outturn is a deficit of £163k. This is a favourable variance
of £375k. However requests to carry forward £285k of unspent budget to 2010/11 are
being considered. If approved the underlying deficit is £448k — a favourable variance
of £90k. Appendix B shows the analysis of the Outturn variances.

General Fund Reserves and Balances

General Fund reserves are “cash backed” reserves and are available for the Council
to use. For management and planning purposes they are split into “General
Balances” and “Earmarked General Reserves”.

General Balances are usually applied to cope with unanticipated variations in spend.
Earmarked General Reserves are funds set aside for planned purposes.

The Medium Term Financial Plan (MTFP — approved by Council March 2010)
advised “the minimum target level for the General Fund balance is around 10% of net
budget requirement or £1.5m, with a preferred level above £2m”.

As reported above, the 2009/10 Outturn is a deficit of £163k. However budget carry
forwards to 2010/11 of £285k are being considered. Therefore there will be an
underlying reduction in General Fund balances as below.

Table 2 — Movement in General Fund Balances

£000
Balance at start of the year (2,360)
Deficit from 2008/09 163
Balance at the end of the year (2,197)
Less amounts carried forward of up to 285
Underlying General Fund Balances (1,912)

The Opening Balance of £2,360k and the year end balance of £2,197k can also be
found in Appendix A to this report and also within the Statement of Accounts in the
“Statement on Movement of the General Fund Balance” and the “Breakdown of
Reconciling Items in the Statement of Movement on the General Fund Balances”.

Contributions to and from the Earmarked Reserves have been managed in order to
ensure there are sufficient reserves to meet anticipated commitments. The main
adjustments are:
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. Cluster Preparation (joint working) — the Council is engaged with partner
authorities in seeking to exploit opportunities to provide/procure services
jointly, thus saving costs and enhancing resilience. It is recognised that there
are likely to be initial start-up costs arising from such initiatives and this
reserve has been established to assist the Council in being able to make such
investments. In addition, the costs of the Revenues & Benefits restructure in
year have been funded from this reserve and £150k has been transferred to
the Iceland Investment Reserve (see below).

. Special Projects Reserve — £487k has been drawn from the reserve during the
year to finance approved projects (E242k Capital & £245k Revenue). In
addition £150k has been transferred to the Iceland Investment Reserve (see

below).

. Corporate Review Reserve — the reserve funds have applied to meet
additional costs of the recent job evaluation process.

. Investment Income Equalisation Reserve — this reserve was set up to mitigate
the impact of shortfall in returns. The reserve has been fully applied in
2009/10.

. Local Development Framework — this reserve has been created to hold the

monies set aside to fund the Local Development Framework. £117k has been
drawn from the reserve in 2009/10 and grant funding received of £43k has
been added to the reserve.

. Concessionary Fares — additional grant received in 2008/09 was set aside to
even out pressures in the scheme costs. Outturn savings in 2009/10 have
been transferred to the reserve to cover risk of additional costs associated with
ongoing appeals.

. Invest to Save — the Invest to Save Reserve has been established to finance
projects where there is a clear payback, typically within five years. Any such
payback will be generated by reductions in the budget of the service benefiting
from the investment and will be used to repay the Invest to Save Reserve.
£150k has been transferred to the Iceland Investment Reserve (see below).

. Housing and Planning Delivery Grant — Housing and Planning Delivery Grant
is received from Government on the basis of Planning performance, judged
against performance indicators. Application of the reserve is made in
accordance with the Housing & Planning Delivery Grant plan.

. Iceland Investment Reserve — this £450k reserve has been established to set
aside funds to cover the risk of losses on the Icelandic Investment.

Note 45 to the Core Financial Statements in the draft Statement of Accounts provides
a complete breakdown of the Earmarked Reserves and Note 47 includes the General
Fund Balances.

In considering the earmarked reserves and general balances Members are reminded
that there is an “opportunity cost” of maintaining these reserves and balances when
the resources could be applied to meet service or capital investment requirements. At
the same time, maintaining cash backed reserves generates additional income from
interest on cash balances, which is used as an additional income stream. However,
the key judgement is to ensure that the reserves are set at levels that facilitate the
prudent financial management of the authority, provide sufficient resources to meet
anticipated future demands, and provide for a margin for unanticipated variation.

It is the view of the Head of Finance and ICT that overall the reserves and balances
are currently sufficient, although this will have to be reassessed when the impact of
the June 2010 budget and the autumn spending review have been determined.
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The Future

The Council will also need to continue to make progress or give consideration to:

. the pending anticipated notable reduction in general government grant due to
the current state of public finances;

. the significant challenges associated with the impact of the economic
downturn;

. possible changes to the council tax capping regime, particularly in the current
economic climate;

. the forthcoming triennial valuation of the pension scheme and its impact on
employers’ pension contributions;

. the move to International Financial Reporting Standards in 2010/11;

. further pursue cost efficiencies including shared service arrangements with
others.

Housing Revenue Account Outturn

The Housing Revenue Account shows an increase in the HRA balance of £512k,
which is a favourable variance of £49k against the original budgeted increase of
£463k, and a variance of £271k against the Projected Outturn previously reported
(see Appendix D (i)).

A schedule of variances is contained in Appendix D (ii) of this report and the main
variances are detailed below:

The adverse variance in dwelling rents (£420k) was due to Government revision of
the inflationary rate applied to rents and is offset by the favourable variance (E466k)
in the level of negative subsidy payable.

Repairs and maintenance spend was £471k less than budget with substantial
savings on response maintenance (£304k) and void repairs (£214Kk).

Supervision and management spend was £581k less than original budget with a
favourable variance on sheltered services of £256k and £120k favourable variance
on consultants fees (although £48k of this saving has been requested to be carried
forward to complete projects in 2010/11).

The savings on supervision and management are mainly as a result of the closure
of the five sheltered schemes, the transfer of the Gateway freehold and the closure
of the Careline service with the transfer of the activity to Shepway District Council,
it should be noted that there was some reduction in income due to these factors.
Expenditure of £102k was incurred in respect of Rent Rebate Subsidy Limitation
that was not included in the budget. This was due to exceeding the limit rent set by
the subsidy system and was mainly due to the closure of the five sheltered
schemes.

Capital expenditure funded by the HRA was £708k and accounts for the adverse
variance under “Capital’. This transfer was required to balance the funding of the
capital spend on HRA properties (including Decent Homes expenditure) after
allowing for funding from other sources including the Major Repairs Reserve
(£3,263K) and a PCT grant for disabled adaptation works of £150k.

The overall HRA surplus has increased to £7.96m. The additional surplus on the
Housing Revenue Account as at 31 March 2010 can be utilised in future years to
meet/maintain the Government’s Decent Homes standards.
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A new HRA Business Plan financial model is being produced and initial indications
suggest that the previous actions and recommendations have been successful in
significantly extending the term that the HRA will be viable.

Developments are under review/consultation that may have significant impact on the

HRA in the next two years. These include the proposed Housing Shared Service and
the review of the Housing Finance system.

Collection Fund Qutturn

The Collection Fund income and expenditure account, which is a separate statutory
account to record the transactions for the collection of Council Tax and
Non-Domestic Rates (NDR), shows a surplus of £1.3m at 31 March 2010. The
balance on the fund is distributed to the precepting authorities (Kent County Council,
Kent Police Authority, Kent and Medway Fire Authority and Dover District Council) in
proportion to their respective precept amounts. However this surplus is on an
accruals basis and is not cash backed. There is no significant cash balance to
distribute and Dover District Council's 2010/11 budget assumed there would be no
distribution.

Capital Programme Outturn

The Medium Term Capital Programme (MTCP) is set out at Appendix E (i).

For each project “in progress” and each project awaiting capital appraisal, the MTCP
includes, under the heading “Approved Budget”:

. The cumulative expenditure from previous years;
. The estimated expenditure for 2009/10
. The remainder of the approved project budgets

Under the heading “Proposed Budget” the MTCP includes:

. The cumulative expenditure from previous years
. The actual expenditure for 2009/10

. The re-phasing of the capital programme

. The revised project budgets.

The budgeted expenditure for 2009/10 was £9.45m (based on the latest budget
monitoring report sent to members and includes changes to the original budget as
reported throughout the year). The actual expenditure was £8.69m, a favourable
variance of £758k. The main reason for this is due to the holding of SEEDA monies
for DTIZ in 2009/10 to ensure they are available for immediate use for the
regeneration programme purchases should the need have arisen. The remaining
variances are due to a number of minor variances and project slippage rather than
savings. All other project total costs are expected to remain within approved budget,
and the aggregate total for all projects is expected to increase from £44.9m to
£45.1m.

The Housing Revenue Account capital works programme at Appendix E (ii) gives a
breakdown of the amounts in the Medium Term Capital Plan allocated to housing
projects for 2009/10 and 2010/11.
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Appendix E (i) also provides an analysis of the sources of financing for the MTCP.
For 2009/10 the main sources of capital financing have been:

. £684k Capital receipts — these are receipts from the sales of assets, mainly
from Council House Sales. These have shown a declining trend in recent
years.

. £3.2m Major Repairs Allowance — this is a government grant used to finance

major repairs to Council Houses.

. £708k HRA direct revenue financing to fund the HRA capital programme.

. £3.5m Grants from external bodies including SEEDA, HCA and other
Government Departments — these are grants to assist the Council in
purchasing sites to progress the Dover Town Investment Zone project.

Overall the Capital Programme is within budget. However, the declining trend in
Council house sales continues to limit the Council’s ability to finance new projects.

Special Projects Outturn

The Special Projects reserve is mainly used to finance major one-off revenue
projects because they cannot be financed from the various capital financing sources
listed in the section above. It is also used to provide a source of additional financing
for a small number of capital projects.

The bulk of the Special Projects (see Appendix F) are shown as “projects in
progress” and these have a revised budget total of £2.6m. The Special Projects
programme is dynamic. It is adjusted as new projects are approved, and these
changes are reported to Members during the year. However, “in year” variations in
spend against approved budget for individual projects are mainly due to timing
changes. There are no material variations to individual project’s total budget, and the
whole programme is fully financed.

In the 2009/10 accounts a sum of £6k has been transferred from General Fund
balances to provide additional financing for the play area projects in 2009/10. A sum
of £150k has been transferred out of the reserve as part of establishing a reserve to
set funds aside to cover the risk of potential losses from the Iceland Investment.

In addition to the projects in progress, several projects have been approved in
principle subject to project appraisals. This leaves the Special Projects reserve with
an uncommitted balance of £602k.

Treasury Management

The Council is pro-active in its cash management and in September 2002 it adopted
the CIPFA Code of Practice on Treasury Management. Management of the Council’s
cash is divided between in-house management and the Councils’ fund manager
Investec. The Council employs Investec because they are able to invest in financial
instruments such as Gilts and Certificates of Deposit that offer the potential for higher
returns. However, returns have been disappointing.

The Council's investments include £1m with the Icelandic bank Landsbanki. This
deposit was made on 26/11/07 for a period of one year and complied with the
Council's approved policy for treasury management. In October 2008 Icelandic
banks, including Landsbanki, were placed in administration. It is anticipated that the
Council will recover up to 95% of its £1m investment. However, the situation remains
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uncertain and the extent and timing of recovery cannot be guaranteed. An Icelandic
Investment Reserve of £450k (see General Fund Reserves and Balances) has
therefore been established to ensure adequate provision for any losses until there is
more certainty The accounts include an impairment, calculated in accordance with
guidance from CIPFA, reflecting the potential loss of capital and interest.

As at 31 March 2010 the Council had over £15m managed by the Council’s fund
manager, Investec. The Council also has day-to-day cash balances, which it
manages in-house, and these averaged over £6m in 2009/10. The Council also has
just over £4m of borrowing from the Public Works Loans Board (PWLB) and a £3m
LOBO (Lender’s Option, Borrower’s Option) with Dresdner Bank.

The significant interest rates, over the year, were:

. Investment
e Investec - interest of £240k (after Investec fees), a return of 1.16%.
e In-house cash management — interest of £157k (before soft loan
adjustments), a return of 1.61%.
. Borrowing

e PWLB (25 years and over) £4m - 6.56% interest charged.
e Dresdner Bank LOBO £3m - 4.75% interest charged.

The Council has borrowing with the PWLB and Dresdner Bank. The PWLB debt
appears expensive in comparison with the returns on investments, however there are
redemption penalties which have made it uneconomical to pay back the loan. This is
being monitored and if interest rates increase, the penalties may change, making
redemption a viable option.

Due to significant pressures on the cash flow at the end of March the Council also
held a temporary 28 day loan for £10m.

The Council retains the services of Sector as Treasury Management advisers and
they provide market intelligence, economic forecasts, fund managers performance,
debt re-scheduling, opportunities for borrowing and ad-hoc enquiries.

Summary of Assets and Liabilities

At the year end the balance sheet is drawn up. This shows the value of Dover District
Council's land and buildings and assets and liabilities. The full balance sheet is
provided in the Statement of Accounts together with comprehensive explanatory
notes. A summary balance sheet has been produced (see below).

As at 31 March 2009 2010

£000 £000
Value of land, property and other assets 307,360 313,127
Investments held and cash at bank 25,498 25,179
Money owed to DDC for goods and services 4,988 12,818
Loans owed to DDC (short and long-term) 1,212 1,768
Money owed by DDC for goods and services (8,918) (9,005)
Loans owed by DDC (short and long-term) (10,731) (20,443)
Grants for assets received but not yet used (17,817) (17,398)
Share of pension scheme liabilities owed by (48,620) (76,180)
DDC

Total Assets less Total Liabilities 252,972 229,866




45,

Financed by:

Distributable reservest (15,060) (15,092)
Non-distributable reserves? (237,912) (214,775)
Net Worth of Council (252,972) (229,867)

1Distributable reserves are made up of:
Capital Receipts (939) (756)
Revenue Balances (9,806) (10,155)
Other earmarked reserves (4,315) (4,180)
(15,060) (15,092)

2Non-distributable reserves mainly comprise upwards revaluations of assets from
their original purchase value, although there has been some reversal in the current
year.

The main points to note against the prior year comparative are:

. Value of land, property and other assets
The main changes in the values are due to:
o Disposals — council house and other sales
0 Revaluations - council dwellings are revalued each year and other
land and property are revalued on a five-year rolling programme.
o Impairments — caused by either a general fall in property prices or
specific revaluations due to clear consumption of economic benefits
(e.g. through physical damage or deterioration).

. Share of pension scheme liabilities owed by DDC

The increase in pension deficit during the year has arisen principally due to the
technical increase in the valuation of the liabilities. Accounting standard FRS17
requires the liabilities to be valued using assumptions based on gilt and corporate
bonds yields. The yield in excess of expected inflation (which in turn is based on gilt
yields) from corporate bonds reduced from 3.7% to 1.5% during the year in part due
to the impact of quantitative easing and other technical factors on bond and gilt
markets. Had these markets remained at their 2009 levels then the pensions deficit
would have been £40,267,000 less at £35,913,000. The assets of the Kent County
Council Fund are invested for the longer term with only a small percentage invested
in corporate bonds. The return earned by the Fund during the year was of the order
of 35%.

FRS17 does not have any impact on the actual level of employer contributions paid
to the Kent County Council Fund. Employers’ levels of contribution are determined by
triennial actuarial valuations which are based on the Fund’s actual investment
strategy (rather than being based on corporate bond yields). A triennial valuation is
being carried out as at 31 March 2010 which will show a much lower level of deficit
than shown by FRS17 due to the different measurement of the Fund’s liabilities.

Background Papers

. Accounts and Audit Regulations 2003 (amended by Accounts and Audit
(Amendment England) Regulations 2006 and 2009).
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. CIPFA Code of Practice on Local Authority Accounting.
. Final Account papers held by the Accountancy Division.
. SORP 2009.

. Draft Statement of Accounts 2009/10.

Consultation Statement

The statutory process of making the accounts available for inspection by the public
under Accounts and Audit Regulations has been observed. Adverts were placed in
local papers and the public will be able to inspect the accounts on working days from
8™ July 2010 to 4™ August 2010.

A summary of the accounts will be included on the Council’'s web site and the views
of stakeholders as to the format and content of the summary will be sought.

Attachments

Appendix A — General Fund Budget Summary
Appendix B - Schedule of General Fund variances
Appendix C - Explanation of General Fund variances as follows:-
C (i) - Explanation of Main General Fund variations.
C (ii) — Carry Forward Requests from 2009/10 budgets.
Appendix D — Housing Revenue Account summary D(i) and variances D(ii)
Appendix E — Capital Projects as follows :-
E (i) — Medium Term Capital Programme incorporating 2009/10 Actual
and future year proposed budgets.
E (i) — A detailed breakdown of the HRA Capital Programmes for
2008/09 and 2009/10
Appendix F — Special Projects Programme and analysis of Special Projects Reserve.
Appendix G — Frequently Asked Questions
Appendix H — Statement by the Head of Finance & ICT

(See also on the agenda - Draft Statement of Accounts 2009/10).

MIKE DAVIS
Head of Finance and ICT.

The Officer to whom reference should be made concerning inspection of the background papers is
Helen Lamb, Principal Accountant (Revenue), White Cliffs Business Park, Dover, Kent CT16 3PJ.
Telephone: (01304 821199). Extension: 2306

File Ref: K:\Accountancy\closing\2006-07\summaries\Outturn Report\Financial Outturn Report 06-07v2.doc






Appendix A (i)

Reconciliation of General Fund Original Budget to Projected Qutturn

£000

Original Budget

23

Items of carry forward from 2008/09 *

138

Establishment of NDR Relief Reserve

100

Job Evaluation (JE) pressure

282

Waste Services — increased recycling costs offset by
contract inflation across various waste services

93

Shepway expected contribution to shared services

(25)

Small under-achievement on £785k vacancy/ES provisions

32

Reduction in Building Control income

22

Reduction in Development Control income

75

Increase in Land Charges income

(35)

Reduction in Car Parking income, part offset by
Departmental savings

101

Proposed contribution to Special Projects reserve not
made due to adverse parking variances

(25)

Interest Receivable reduction

225

Release of VAT monies to cover adverse variances

(200)

Numerous Governance Departmental savings

(30)

Reduction in recharges recovered (mainly offsetting
reduced costs in trading codes, esp. salary vacancies)

139

Superannuation Backfunding reduction (some transfer of
cost to HRA and some to Shared HR for TUPEed staff).

(101)

Reduced Premature Retirement Payments (cost tf to HRA)

(45)

Penalties & Fines Income from Council Tax Payers

(31)

National Leaflet Project — release of excess grant monies

(30)

Reduction in Corporate Communications budget

(36)

Reduced Consultancy Fees for Housing Strategies, HR
and Development Control

(57)

Reduced Homelessness contributions to outside bodies,
and reduced Housing Strategy Grants to Migrant Helpline

(22)

Corporate insurance policy savings

(26)

HR Corporate Training — release of excess budget

(25)

Miscellaneous

(4)

Projected Outturn

538

1 As reported in the 2008/09 Outturn report presented to Governance committee on

24 June 2009






Appendix C (i)

Explanation of Main General Fund Variations

Appendix B provides a schedule of variances and should be read in conjunction with
this Appendix.

There is a total variance of £328k (favourable) between the Projected Outturn and
the Outturn.

This falls into three main sections:

. Transfers to and from reserves;
. Technical adjustments; and
. Other variations

Transfers to and From Reserves

Transfers from reserves have no net effect on the total variance, since any
expenditure shown within ‘Head of Service’ (on Appendix B) that is intended to be
financed from reserves is offset by an adjustment within the amount transferred from
reserves.

Transfers to reserves do affect the total for the year, and so variances in transfers to
and from reserves reflect any overall increase in contribution to reserves.

A summary of the key movements on earmarked reserves can be found at paragraph
19 of the main report.

Technical Adjustments

The significant technical variations arise from FRS17, Capital Charges and
Government Grants Deferred. Although these variations impact the net cost of
services, they have no impact on the overall outturn. They are explained below.

FRS17

The SORP, and FRS17, require local authorities to include, in the costs of services,
the cost to the authority of the additional pension earned in the year. This then has to
be reversed out of the accounts and replaced by the actual pension payments made
to the pension fund.

Adjustments in the value of the FRS17 figures therefore have no net effect on the
overall outturn.

Capital Charges

Like FRS 17, capital charges are shown in the costs of services but are reversed out
of the accounts “below the line”. As a result, any variations in capital charges
(resulting, generally, from the acquisition, revaluation or disposal of assets) are also
reversed out below the line and have no net effect on the overall outturn.



Government Grants Deferred

Where an asset is financed from government grant, the grant is released to the
revenue account over the life of the asset to offset the depreciation charge. This
adjustment therefore also has no net impact upon the overall outturn.

Other Variations

The “Other Variations” all have a direct effect on the overall outturn, since they are
not reversed out below the line.

Central Support

Variations in central support arise from changes in the amount charged by the
General Fund to capital projects and the HRA. Central support charges to each
service area and the underlying bases of calculation are updated annually to reflect
changes in cost and the levels of support provided.

Interest

There is a minor adverse variation of £13k on the net of interest receivable and
interest payable over the year.

Direct Variance

This is a summary of the other variances in outturn against the budgets managed by
the various Heads of Service. There are a large number of minor variations, which it
is not practical to detail in this report. However, the main / significant items are
summarised in the table below:

Description £000
Chief Executive

Street lighting — electricity saving (10.0)
Carry forward requirement (54.4)

Head of Governance

Reduction across numerous cost centres, incl. licensing income, (33.7)
land charges and members & chairman’s costs
Carry forward requirement (7.0)

Head of Housing and Community

Homelessness costs (emergency accommaodation, benefits, etc) 29.5
Reduced Private Sector Housing contributions to outside bodies (6.1)
Carry forward requirement (6.9)

Head of Finance and ICT

Pension backfunding costs — favourable (22.0)
Revised bad debt provisions 60.5
Improved recovery of print unit costs (8.5)

ICT equipment purchase & other minor net savings (7.3)




Description £000
Carry Forward Requirement (93.0)

Head of Development and Public Protection
Carry forward requirement (19.2)

Head of Property and Procurement

Refuse, Recycling & Street Cleansing — net increase in costs 9.5
Car Parks & CCTV — net reduction in various costs (12.5)
Deal Pier — increased fishing & rental income, lower costs (13.6)
Gateway income from KCC incl. net contribution to partnership (76.1)
working arrangement (partly offset by adverse in Revs & Bens)

Carry forward requirement (34.0)

Head of Benefits, Revenues and Customer Services

NDR discretionary relief — additional Hardship Relief 14.3
Subsidy and related income from benefit overpayment debtors, (6.3)
partly due to higher income and lower bad debt provisions

Audit Commission — audit of grant claims (timing only) 16.0
Gateway — additional overtime costs of Saturday working and IT 13.1

costs for Gateway staff (offset by favourable variation in
Property Services above)

Carry forward requirement (70.3)
Various other minor variations across service areas (21.2)
Total (359.2)

After allowing for carry forwards of £284.8k, the underlying direct expenditure variance
is £74.4k. This is 1.0% of budgeted net service expenditure, or 0.25% of gross
expenditure (excluding HRA).



Appendix C (ii)

Carry Forward reguests from 2009/10 budgets £000s
Chief Executive

Unused Corporate Communications budget 16.3
Updating of ParkMap system 54
Street Lighting repairs 32.6
Head of Governance

Printer for Electoral Registration 4.0
Disposal of confidential waste 3.0
Head of Community & Housing

Youth Task Force - contribution to outside bodies 2.9
Private Sector Housing — contribution to outside bodies 4.0
Head of Development & Public Protection

Software for Scores on Doors 5.0
Scanner purchase 3.2
New Planning Software (increased access for public) 11.0
Head of Accountancy and ICT

“Coco” Security — remaining works 15.8
E-financials Upgrade 25.0
Voicemail — replacement system 20.0
Remote Access Solution to meet security standards 10.0
Activity logging system (dependent on outcome of “Coco” audit review) 14.0
Scanner for creditors’ invoices 3.5
E-Procurement consultancy 2.0
Treasury Management / Asset Register consultancy 1.7
Legal fees relating to the recovery of Iceland Investment 1.1
Head of Property, Leisure & Waste Services

Corporate Maintenance 34.0
Head of Revenues, Benefits & Customer Services

Community cohesion grant, Interreg reimbursement and monies provided by 65.8
Children’s’ centres for use on Cohesion projects and specific Children’s work

I-Space incentives 4.5
Total Carry Forward Requested 284.8






















Appendix G
10 Most Frequently Asked Questions

These Frequently Asked Questions have been assembled to provide the reader of
Dover District Council’'s Accounts with further explanation and guidance.

1. Why are the accounts produced?

The main purpose of a local authority’s accounts is to provide electors, residents,
those who use the Council’s services, Councillors, employees and other interested
parties with information about the authority’s finances. They should provide
information on issues such as:

« What did services cost in the year of the accounts?
* Where did the money come from?
« What were the authority’s assets and liabilities at the year end?

2. The accounts appear to be very complex. Can’t they be simplified?

Every effort is made to use plain language, and the explanatory forward to the
accounts is intended to give the reader a simple explanation of the more significant
features of the accounts.

However, the accounts have to comply with local government legislation and
regulations, general accounting practice and the “Statement of Recommended
Practice” which ensures consistency between local authorities.

Compliance with all these requirements can make the accounts complex. Therefore
the Council also produces:

e An “Outturn Report” — this is produced at the same time as the accounts and
provides an easy to read narrative of the more significant issues.

e Summarised Accounts — these provide a simple, short summary of the accounts.
They are included in the Council’s Annual Report and also the Council’'s web site.

3. Why is there a separate “Housing Revenue Account”

All local authorities that manage their own housing have to set up a Housing
Revenue Account (or “HRA").

The HRA is a “ringfenced” account. The purpose is to ensure that the income from
housing rents, and the expenditure required to maintain the housing, and the subsidy
that the Council has to pay the government from the housing rents, are all kept
completely separate from the income and expenditure on other services that are
financed from the Council Tax and Revenue Support Grant from government.



4. What is the connection between the accounts and the budget?

Although they may appear to be completely separate, the accounts and the budget
complement each other and are both parts of a continuous process of financial
management and control.

These links are demonstrated by the fact that the accounts include a brief
comparison with performance against the budget, and they are also taken into
account when the Council begins to prepare the next budget.

5. Who prepares the accounts?

The accounts are prepared by the Council’s own staff working in the Finance and ICT
Division.

6. When are the accounts prepared?

Accounts are produced annually. The financial year (for all local authorities) runs
from April to March. The draft accounts are then published by the end of June, and
the final, audited accounts are published by the end of September.

7. What checks are made to ensure the accounts are correct?

The draft accounts presented to Governance Committee at the end of June are
prepared by trained, qualified staff. However, at this point they will not have been
subject to independent checks to assure the reader of their accuracy.

The checks and challenges to the draft accounts are:

e Governance Committee — The Governance Committee comprises Councillors who
are not members of the Cabinet. The Governance Committee’s role includes
approval of the accounts. It acts independently to assure itself that the accounts
have been produced on a proper basis.

e _Audit Commission — The Audit Commission appoint independent qualified auditors
to audit the accounts. They review the accounts themselves and also the Council’s
procedures and systems for producing the accounts and controlling its finances. If
they are satisfied they issue an “unqualified opinion” of the accounts.

In addition, the Council’s Internal Audit team operate throughout the year, checking
and testing the systems and processes upon which the Council relies in order to
produce the accounts. The Internal Audit team are Council employees, but their task
is to act independently of the rest of the Council and their work provides part of the
assurance required by the Governance Committee.

8. How do | know if the audit of the accounts found any problems?
In September the Governance Committee receive:

e The final accounts, including the auditors certificate and an explanation of any
changes made since the draft accounts were published in June.



< An "Annual Governance Report” from the auditors setting out any matters of
concern.

An advert is also placed in local newspapers advising the public of the conclusion of
the audit.

9. Do | have the opportunity to look at the accounts?

Yes. Every year an advert is placed in local papers notifying people of the period
during which they can inspect the accounts. This year the period is from 8" July 2010
to 4™ August 2010.

10. What happens if | think there is something wrong with the accounts?

Members of the public can object to the accounts. This is explained in more detail in
a booklet published in July 2006 by the Audit Commission called “Councils’
Accounts: Your rights: England”. Copies can be obtained from the Audit Commission
— their website is www.audit-commission.gov.uk.

Were these notes helpful?

If you have any comments on the accounts, the summary of accounts, these FAQs,
or some questions of your own please write to:

Helen Lamb,

Finance and ICT Division,
Dover District Council,
White Cliffs Business Park,
Dover,

Kent, CT16 3PJ

Or e-mail Helen.lamb@dover.gov.uk




Appendix H

Statement in Respect of the Statement of Accounts 2009/10 in Support of the
Certification by the Head of Finance and ICT

The Statement of Accounts contains a certificate by the Head of Finance and ICT that the
accounts present fairly the financial position of the Council.

As Head of Finance and ICT | am responsible for the preparation of the Statement of
Accounts in accordance with the Code of Practice on Local Authority Accounting in the
United Kingdom, A Statement of Recommended Practice (the SORP) 2008.

Production of the accounts in accordance with the SORP requires a large number of tasks to
be undertaken. These include :

A detailed closedown plan was prepared, communicated to budget managers as
appropriate and used to monitor progress.

Training and briefing sessions and guidance notes were provided to all budget managers
and to the auditors.

Staff preparing the accounts have attended seminars / briefings with CIPFA and with the
auditors.

Staff preparing the accounts have access to the SORP Practitioners Guidance Notes.
The Council’s financial feeder systems have been reconciled to the General Ledger.
The General Ledger has been balanced.

The value of fixed assets in the accounts has been reconciled to the asset register.

The cash balance in the General Ledger has been reconciled to the Council’'s bank
accounts.

All significant variances have been explained in the Outturn Report.

Service expenditure in the Outturn report has been reconciled to the Income and
Expenditure Account.

The entries on the Collection Fund have been reconciled to the Council Tax set by the
Council and the other precepting authorities.

The cash movement on the balance sheet is reconciled.

The Statement of Total Recognised Gains and Losses has been reconciled to the equity
on the balance sheet.



« An analytical review has been undertaken and major variances have been explained.

* The Audit Commission’s Final Accounts Protocol has been adopted.

/WA "
Mike Davis

Head of Finance and ICT

22 June 2010.
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