Scrutiny Panel

Grand Jury Room, Town Hall
10 December 2013 at 6.00pm

The Scrutiny Panel examine the policies and strategies
from a borough-wide perspective and ensure the
actions of the Cabinet accord with the Council's
policies and budget. The Panel reviews corporate
strategies that form the Council's Strategic Plan,
Council partnerships and the Council's budgetary
guidelines, and scrutinises Cabinet or Portfolio Holder
decisions which have been called in.



Scrutiny Panel — Terms of Reference

1.

To fulfil all the functions of an overview and scrutiny committee under section

9F of the Local Government Act 2000 (as amended by the Localism Act 2011) and in
particular (but not limited to):

(@)
(b)

(©)

(d)

(e)

(f)

(9)

(h)

(i)

0)

(@)

(b)

To review corporate strategies;

To ensure that actions of the Cabinet accord with the policies and budget of the
Council;

To monitor and scrutinise the financial performance of the Council, performance
reporting and to make recommendations to the Cabinet particularly in relation to
annual revenue and capital guidelines, bids and submissions;

To review the Council's spending proposals to the policy priorities and review
progress towards achieving those priorities against the Strategic and
Implementation Plans;

To review the financial performance of the Council and to make
recommendations to the Cabinet in relation to financial outturns, revenue and
capital expenditure monitors;

To review or scrutinise executive decisions made by Cabinet, the North Essex
Parking Partnership Joint Committee (in relation to decisions relating to off-
street matters only) and the Colchester and Ipswich Joint Museums Committee
which have been made but not implemented referred to the Panel pursuant to
the Call-In Procedure;

To review or scrutinise executive decisions made by Portfolio Holders and
officers taking key decisions which have been made but not implemented
referred to the Panel pursuant to the Call-In Procedure;

To monitor the effectiveness and application of the Call-In Procedure, to report
on the number and reasons for Call-In and to make recommendations to the
Council on any changes required to ensure the efficient and effective operation
of the process;

To review or scrutinise decisions made, or other action taken, in connection
with the discharge of functions which are not the responsibility of the Cabinet;

At the request of the Cabinet, to make decisions about the priority of referrals
made in the event of the volume of reports to the Cabinet or creating difficulty
for the management of Cabinet business or jeopardising the efficient running of
Council business;

To fulfil all the functions of the Council’'s designated Crime and Disorder
Committee (“the Committee”) under the Police and Justice Act 2006 and in
particular (but not limited to):

To review and scrutinise decisions made, or other action taken, in connection
with the discharge by the responsible authorities of their crime and disorder
functions;

To make reports and recommendations to the Council or the Cabinet with
respect to the discharge of those functions.
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Members
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Deputy Chairman : Councillor Marcus Harrington.
Councillors Dave Harris, Jo Hayes, Gerard Oxford,
Kevin Bentley, Nick Cope, Peter Higgins and Mike Hogg.
Substitute Members : All members of the Council who are not Cabinet members

ofr members of this Panel.

Agenda - Part A

(open to the public including the media)

Members of the public may wish to note that Agenda itesm 1 to 5 are normally brief and items
6 to 9 are standard items for which there may be no business to consider.

Pages
1. Welcome and Announcements 1

(@) The Chairman to welcome members of the public and
Councillors and to remind all speakers of the requirement for
microphones to be used at all times.

(b) Atthe Chairman's discretion, to announce information on:

action in the event of an emergency;
mobile phones switched to silent;

the audio-recording of meetings;
location of toilets;

introduction of members of the meeting.

2. Substitutions

Members may arrange for a substitute councillor to attend a meeting
on their behalf, subject to prior notice being given. The attendance of
substitute councillors must be recorded.

3. Urgent Iltems

To announce any items not on the agenda which the Chairman has
agreed to consider because they are urgent and to give reasons for
the urgency.

4. Declarations of Interest



The Chairman to invite Councillors to declare individually any interests
they may have in the items on the agenda. Councillors should consult
Meetings General Procedure Rule 7 for full guidance on the
registration and declaration of interests. However Councillors may wish
to note the following:-

« Where a Councillor has a disclosable pecuniary interest, other
pecuniary interest or a non-pecuniary interest in any business of
the authority and he/she is present at a meeting of the authority at
which the business is considered, the Councillor must disclose to
that meeting the existence and nature of that interest, whether or
not such interest is registered on his/her register of Interests or if
he/she has made a pending natification.

« If a Councillor has a disclosable pecuniary interest in a matter
being considered at a meeting, he/she must not participate in any
discussion or vote on the matter at the meeting. The Councillor
must withdraw from the room where the meeting is being held
unless he/she has received a dispensation from the Monitoring
Officer.

« Where a Councillor has another pecuniary interest in a matter
being considered at a meeting and where the interest is one
which a member of the public with knowledge of the relevant facts
would reasonably regard as so significant that it is likely to
prejudice the Councillor’s judgment of the public interest, the
Councillor must disclose the existence and nature of the interest
and withdraw from the room where the meeting is being held
unless he/she has received a dispensation from the Monitoring
Officer.

« Failure to comply with the arrangements regarding disclosable
pecuniary interests without reasonable excuse is a criminal
offence, with a penalty of up to £5,000 and disqualification from
office for up to 5 years.

Minutes

To confirm as a correct record the minutes of the meetings held on 29
October and 12 November 2013

Have Your Say!

(a) The Chairman to invite members of the public to indicate if they
wish to speak or present a petition at this meeting — either on an item
on the agenda or on a general matter not on this agenda. You should
indicate your wish to speak at this point if your name has not been
noted by Council staff.



10.

11.

12.

13.

(b) The Chairman to invite contributions from members of the public
who wish to Have Your Say! on a general matter not on this agenda.

Decisions taken under special urgency provisions

To consider any Portfolio Holder decisions taken under the special
urgency provisions.

Referred items under the Call in Procedure

To consider any decisions taken under the Call in Procedure.

Items requested by members of the Panel and other
Members

(a) To evaluate requests by members of the Panel for an item
relevant to the Panel’s functions to be considered.

(b) To evaluate requests by other members of the Council for an item
relevant to the Panel’s functions to be considered.

Members of the panel may use agenda item 'a’ (all other
members will use agenda item 'b’) as the appropriate route
for referring a ‘local government matter’ in the context of the
Councillor Call for Action to the panel. Please refer to the
panel’s terms of reference for further procedural
arrangements.

Work Programme

See report from the Assistant Chief Executive.

Parking Services in Colchester

To consider a joint presentation from Matthew Young, Head of
Operational Services and Richard Walker, North Essex Parking
Partnership Group Manager.

Councillor Robert Mitchell, Chairman of the North Essex Parking
Partnership Joint Committee has accepted the Panel's invitation to
attend the meeting.

Treasury Management Strategy Statement // Mid Year Review

See report from the Assistant Chief Executive.

Half Yearly Performance Report and Strategic Plan Action

13-15

16 - 22

23-30

31-61



14.

Plan

See report from the Assistant Chief Executive.

Exclusion of the public

In accordance with Section 100A(4) of the Local Government Act
1972 and in accordance with The Local Authorities (Executive
Arrangements) (Access to Information) (England) Regulations 2000
(as amended) to exclude the public, including the press, from the
meeting so that any items containing exempt information (for example
confidential personal, financial or legal advice), in Part B of this
agenda (printed on yellow paper) can be decided. (Exempt information
is defined in Section 1001 and Schedule 12A of the Local Government
Act 1972).



COLCHESTER BOROUGH COUNCIL
SCRUTINY PANEL
10 December 2013 at 6:00pm

Agenda - Part B
(not open to the public or the media)

Pages

15. Treasury Management Strategy Statement // Mid Year Review 62

The following report contains exempt information
(financial/business affairs of a particular person, including the
authority holding information) as defined in paragraph 3 of
Part 1 of Schedule 12A to the Local Government Act 1972.

See Appendix B to the report by the Assistant Chief Executive






Information for Members of the Public

Access to information and meetings

You have the right to attend all meetings of the Council, its Committees and Cabinet.
You also have the right to see the agenda, which is usually published 5 working days
before the meeting, and minutes once they are published. Dates of the meetings are
available at www.colchester.gov.uk or from Democratic Services. Occasionally meetings
will need to discuss issues in private. This can only happen on a limited range of issues,
which are set by law. When a committee does so, you will be asked to leave the
meeting.

Have Your Say!

The Council values contributions from members of the public. Under the Council's Have
Your Say! policy you can ask questions or express a view to most public meetings. [f
you wish to speak at a meeting or wish to find out more, please refer to Attending
Meetings and “Have Your Say” at www.colchester.gov.uk

Audio Recording, Filming, Mobile phones and other devices

The Council audio records all its public meetings and makes the recordings available
on the Council’s website. Audio recording, photography and filming of meetings by
members of the public is also permitted. The discreet use of phones, tablets, laptops
and other such devices is permitted at all meetings of the Council, with the exception
of Committee members at all meetings of the Planning Committee, Licensing
Committee, Licensing Sub-Committee and Governance Committee. It is not
permitted to use voice or camera flash functionality and devices must be kept on
silent mode. Where permitted, Councillors’ use of devices is limited to receiving
messages and accessing papers and information via the internet. Viewing or
participation in social media is at the discretion of the Chairman / Mayor presiding at
the meeting who may choose to require all devices to be switched off at any time.

Access

There is wheelchair access to the Town Hall from St Runwald Street. There is an
induction loop in all the meeting rooms. If you need help with reading or understanding
this document please use one of the contact details at the bottom of this page and we
will try to provide a reading service, translation or other formats you may need.

Facilities

Toilets with lift access, if required, are located on each floor of the Town Hall. A vending
machine selling hot and cold drinks is located on the ground floor.

Evacuation Procedures

Evacuate the building using the nearest available exit. Make your way to the assembly
area in the car park in St Runwald Street behind the Town Hall. Do not re-enter the
building until the Town Hall staff advise you that it is safe to do so.

Library and Community Hub, Colchester Central Library, 21 Trinity Square,
Colchester, CO1 1JB
telephone (01206) 282222 or textphone 18001 followed by the full number you wish
to call
e-mail: democratic.services@colchester.gov.uk
www.colchester.gov.uk




SCRUTINY PANEL
12 NOVEMBER 2013

Present:-  Councillor Beverly Davies (Chairman)
Councillors Kevin Bentley, Nick Cope, Marcus
Harrington, Dave Harris, Jo Hayes, Peter Higgins,
Mike Hogg and Gerard Oxford

Also in Attendance :- Councillor Annie Feltham
Councillor Will Quince
Councillor Paul Smith
Councillor Dennis Willetts

32. Decisions taken under special urgency provisions

A report was submitted by the Assistant Chief Executive explaining that a portfolio
holder decision had been taken which had been deemed to be sufficiently urgent that
the call-in procedure would not apply. The decision was to approve the Council’s joining
of the Essex Business Rates Pool and, in accordance with the statutory requirements,
the Monitoring Officer and Chairman of the Scrutiny Panel had certified the immediate
implementation of the decision and that the call-in procedure would not apply.

RESOLVED that the contents of the report be noted.

33. Referred items under the Call in Procedure // Allotment Charges and Review
of Tenancy Agreements

Councillor Harris (in respect of his acquaintance with members of the public in
attendance at the meeting and his involvement in Colchester in Bloom)
declared his non-pecuniary interest in the following item pursuant to the
provisions of Meetings General Procedure Rule 7(5).

A report was submitted to the Panel explaining that the decision taken by Councillor
Feltham, Portfolio Holder for Communities and Leisure, relating to allotment charges
and the review of Allotment Tenancy Agreements had been called in for review by the
Panel.

The reasons for the call-in by Councillor Lissimore, supported by four other
Councillors, together with the notice of decision and the report were attached to the
report.

Councillor Lissimore was invited by the Chairman to present the case, expanding on
the reasons for the call-in. She referred to the historical basis of the size of allotments
which were intended to provide for the self sufficiency of working families. She had
been an allotment holder for ten years and had personal experience of the benefits of
the activity in terms of healthy eating, educating young people about food, social
interaction and physical activity which mirrored [nany of the priorities identified in the



Council’s Strategic Plan. She had undertaken research into allotment costs across the
country and had determined that the average cost for a half size plot was £22.60, with
many local authorities also offering significant reductions for concessions. According to
her research, the proposal to increase the cost of half size plots to £47.50 per year
was therefore more than double the national average cost. She considered there were
other options available to increase income for the Council, particularly in relation to the
number of vacant plots which currently totalled 42 whilst there remained a large number
of people on the waiting list for a plot. 40% of allotment holders had indicated their
dissatisfaction with the way the Council managed the reallocation of plots. She was also
concerned at the proposal to restrict allotment holders to one plot per household as
she considered there were many people who would be disadvantaged by this
restriction. Councillor Lissimore accepted the principle of the allotment service being
cost neutral which had been identified as a priority in 2008. She was of the view that the
reduction in size of plots had significantly contributed to the achievement of this target,
without the need to consider additional increases in costs for the allotment holders. She
pointed out that the original cost neutral target had been based on only the direct costs
associated with the allotment service whilst the latest review had also included indirect
costs which meant that the service currently had a shortfall in costs of £36,100. She
questioned why the most recent costs had been calculated on a different basis, why
they had been applied to the review and on what basis they had been calculated.

The following members of the public addressed the Panel pursuant to the provisions of
Meetings General Procedure Rule 5(2):

Melva Lingard, Committee member from the Colchester Allotment Association, spoke
of her concern that allotment holders would be forced to relinquish their plots as they
would find the activity unaffordable. She referred to the number of plots that were not
being actively cultivated which she considered should be subject to closer monitoring
by the allotment inspectors. She was also concerned about the number of plots that
were vacant but had yet to be re allocated. She was of the view that there were people
sharing households who were unrelated and it would not be fair to prevent more than
one person in each from holding an allotment. In her view this was preferable to having
large numbers of long standing vacancies. She felt there needed to be closer co-
operation between allotment holders and the inspection officers as this would lead to
increased rental income. She was aware of allotment holders who were in danger of
having to give up their plots on the basis of affordability and she felt this should be
avoided.

Sally Young, Secretary of the Colchester Allotment Association, stated her concern that
the Allotment Association had not been consulted about the proposed increase in
charges. She felt the charges had increased very rapidly over recent years but little
improvements had been made in the turn-around of vacant plots. She also mentioned
the many benefits of allotment holding, in particular the social interaction and sharing of
information between allotment holders, many of whom did not have access to other
areas of open space. She was patrticularly concerned that those who benefitted most
from the activity would be the least able to afford the proposed increased charges.

Tom Hall, an allotment holder, had calculated that, since 2009 the costs of allotment

holding had increased by 83% and was of the view that this was grossly out of line with
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the economic trends and the charges in other parts of the country. He was of the view
that a proportion of the costs were attributable to the way the council administered the
service. In particular, he referred to the inspections of the sites which were undertaken
two or three times a year which were intended to identify which sites were not being
actively cultivated. He felt that this regime was easy to circumvent and that the
inspections were not delivering the required outcomes.

Jackie Briggs, a Committee member from Colchester Allotment Association,
recognised the need for the allotments service to be a cost neutral one but she felt that
the Council needed to listen to the allotment holders views. Allotments had originally
been created for working families but more recently this demographic had changed.
She expanded on the benefits of allotment holding previously referred to in terms of
the assistance given in schools by allotment holders, the educational benefits for young
people, the competitions that the allotment holders participated in, the sharing of
knowledge about plants and insects and the fund raising activities which had supported
local organisations such as St Helena Hospice. She urged the Council to think again on
the charging proposals.

Michael Ellis acknowledged that the service should not be subsidised but he felt it was
too easy to simply increase the costs. He considered that measures should be taken
first to maximise occupancy of plots and to address the problem of plots being left
uncultivated. He had calculated that a significant proportion of the total allotment holding
was allocated for access and he considered that an improvement in the allotment
layouts to reduce access routes would lead to a significant increase in revenue. He did
not consider it necessary for the Council to invest resources in computer software in
order to manage the waiting list and he was of the view that postal costs could be
reduced by means of correspondence being sent to allotment holders by email.

Councillor Quince attended and, with the consent of the Chairman, addressed the
Panel.

He acknowledged that the numbers of people attending the meeting indicated that this
was considered to be an important issue for these people. He referred to the 223
people currently on the allotment waiting list and the 41 vacant plots in the context of his
knowledge of people being waiting for plots to be allocated for a number of years. He
repeated the acknowledged benéefits, in terms of cheap food, education and
companionship but felt that the important issue was one of management. He
considered that allotments were administered elsewhere by single individuals at little
cost and that the current management arrangement at the Council was providing poor
value for money. He was particularly concerned about the slow turnover of vacant plots
and was of the view that, if this could be undertaken more quickly, the income for the
service would be greater.

Councillor Willetts attended and, with the consent of the Chairman, addressed the

Panel. He congratulated Councillor Lissimore in calling in the decision as he

considered that the issue was one of significant mismanagement of the service. He

was of the view that the prices were escalating ahead of inflation rates, whilst the

Council’s actions in relation to plot turnover were ensuring that the supply was being

curtailed. He stated his concerns about the Human Rights implications of the proposals
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as he considered that the restriction on one allotment holder per household was not
treating people equally and would lead to accusations of discrimination against the
Council. He was further concerned that the decision had not been based on sound
financial information. He did not feel that the proposed price increase had been fully
justified, particularly in view of the levels of allotment charges elsewhere in the country
and in particular in relation to the charges associated with Parish Council managed
allotment sites. He quoted costs associated with the allotment service which he had
obtained from the Council’s website, including those for water (£3,600), printing
(£1,180), tree surgery (£2,000), Conservation Volunteers and Veolia, grounds
maintenance contractors (£23,460). He sought an explanation regarding the basis and
purpose of these costs.

Councillor Feltham, Portfolio Holder for Communities and Leisure, was invited by the
Chairman to respond to the points raised. She thanked the members of Colchester
Allotment Association and other allotment holders for attending the meeting and for
their comments and she confirmed her commitment to the wellbeing of the people of
the Borough, including those who held one of the Council’s 1,100 allotments across 19
sites in the Borough. She acknowledged the information that allotments in other parts of
the country were cheaper than in Colchester but she was aware of the costs involved in
the service and she was committed to reducing the subsidy provided by the Council.
She was sympathetic to the many benefits of allotment holding and she reminded the
Panel that the proposed increase in cost equated to 15p per week for a full sized plot.
She did not accept the view that the restriction on household access to allotments was
an infringement of Human Rights as she was not of the view that allotment holding was
considered to be a basic human right. She was of the view that the issue was one of
fairness and she did not consider it to be fair for the Council to continue to subsidise
the allotment service. She considered that the costs associated with the service were
genuine ones, she acknowledged that there were occasions when it did take time to
reallocate plots when they became vacant but she believed that the inspecting officers
were working to identify inactivity on plots and to ensure that delays in reallocation were
reduced to a minimum.

The Panel members were invited to confer with Councillors Feltham and Lissimore and
the following issues were raised:

« Councillor Harris — the nature of any consultation with the allotment holders and, if
this has not been the case, the possibility of a dialogue being set up as soon as
possible in order to build on previous positive relationships and the need for
Performance Indicators to be agreed which would assist the site stewards with
their responsibilities and potentially contribute to reductions in management costs;

« Councillor Bentley — a breakdown of the Parks and Recreation Management fee of
£34,900 and the measures identified to reduce this cost, the potential to make
better use of the site stewards in providing up to date information about plots to
the Area officers, whether consideration had been given to placing the
management of the allotments with a Trust or the possibility of utilising the
management model successfully adopted by Parish Councils and whether it was
considered likely that the Community Right to Challenge would have any
implications for the service in the future;

« Councillor Harrington — a suggestion to reduce the time taken to reallocate plots by
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the imposition of a time limit for acceptance, the reason for applying both direct
and indirect costs to the charging review and whether there were any concerns
about the continued affordability of plots for some allotment holders;

Councillor Oxford — whether any investigation had been undertaken in relation to
the levels of subsidy in other Local Authorities and suggesting the reallocation
process be speeded up by inviting the top five on the waiting list to jointly attend a
pre-determined site visit;

Councillor Higgins — to reduce the period of time for reallocation of vacant plots all
on the waiting list could be invited to ‘bid’ for a vacant plot with the highest placed
bidder being successful;

Councillor Hayes — the potential to reduce grounds maintenance costs by utilising
the services of smaller and local contractors or operatives.

In response to issues raised, the following information was provided by Councillor
Feltham, supported by Bob Penny, Community Development Manager:

No specific consultation had been undertaken with Colchester Allotment
Association, it was understood that the members had been notified of the
proposed charges along with other allotment holders;

The Parks and Recreation Management fee was made up of the proportion of the
cost of four Area Parks and Recreation Officers who each had responsibility for
the management and inspection of allotments in their area;

The continued requirement for officers to attend allotment sites to determine
potential cultivation disputes and to liaise with the grounds maintenance contractor;
The current system for reallocation of vacant plots was for individual contact to be
made with the person at the top of the waiting list and for that person to be given a
period of time to visit the site and to decide whether they wished to accept the
offer. If the offer was declined contact was then made with the next person on the
list. It was acknowledged that this process could take some weeks before the plot
was successfully reallocated;

Measures to reduce the management costs included a number of online self-help
initiatives, including waiting list details and allotment plot maps to identify
vacancies;

A meeting was due to held within the next two weeks with all site stewards with the
principle aim of identifying measures to reduce reallocation times;

It was considered important to be clear about the real costs of the service to the
Borough and, as such, it was therefore considered necessary to apply both direct
and indirect costs to cost neutral calculations;

Results of surveys of allotment holders in 2009 and 2011 had indicated that
95.8% and 92% respectively had considered that allotments were good value for
money. It was not known at what point this perception might change, should costs
continue to increase incrementally. However, the subsidy of the service was
reducing in line with the objectives of a cost neutral service;

The levels of subsidy for the allotments service at other Local Authorities was not
known;

The Community Right to Challenge had been considered but it was not thought to
have a potential implication given the ownership of the allotments was with the
Council;



34.

The Chairman invited Councillors Lissimore and Feltham to sum up their cases.

Councillor Lissimore highlighted the costs associated with the grounds maintenance
contractor and the potential to reduce them by utilising other options. She
acknowledged the problem of the service being subsidised by the Council but she
remained puzzled regarding the imposition of the indirect costs and she considered the
process for the reallocation of plots needed to be significantly improved to reduce the
number of vacancies. She was also of the view that the relationship between the
Council and Colchester Allotment Association needed to be built on and used in a
more positive way.

Councillor Feltham explained that the true cost of the service needed to be identified
clearly and openly. She confirmed that the service was costing the Council over
£30,000 per year and was of the view that charges needed to be increased in order to
reduce this subsidy. She welcomed the suggestions to improve the reallocation of
plots and hoped that it would be possible to utilise one or more of these to improve
efficiency in this area.

RESOLVED (SIX voted FOR, TWO voted AGAINST and ONE ABSTAINED) that the
decision on the allotment charges and the review of the tenancy agreements be
referred back to the Portfolio Holder for Communities and Leisure for reconsideration
and she be requested to have regard to the various options and suggestions identified
by the Panel regarding alternative service delivery, potential savings and reduction in
management costs.

Local Council Tax Support 2014/15

The Panel considered a report by the Head of Customer Services proposing the
continuation of the existing Local Council Tax Support Scheme without fundamental
amendment into the second year 2014/15.

Councillor Paul Smith, Portfolio Holder for Business and Resources, together with
Leonie Rathbone, Head of Customer Services and Sara Wilcock, Project Manager,
attended the meeting and explained that the scheme had first been implemented in
April 2013 and any amendments to the scheme for 2014/15 would need to be agreed
by the Council before 31 January 2014. It was proposed to limit the amendments to the
scheme only to bring it in line with national legislative amendments and otherwise for it
remain unaltered.

It was explained that Local Council Tax Support currently helped 12,000 residents
reduce their outgoings with the value of the support granted totaling £9.3 million. All
working age recipients of support had to pay a minimum of 20% towards their bill.
However, regulations still required local schemes to protect pensionable age residents
from any reduction to their level of support as a result of the localisation of the scheme.

The Key elements of the Local Scheme were summarized as:

« Back to Work Bonus — additional 4 weeks support for those who find work
6



35.

Award based on 80% of Council Tax liability

£6000 capital /savings limit

Second adult rebate claims ended on 1 April 13

Flat rate £10 non-dependent deduction

Include child maintenance as income (child & spousal)
Include Child Benefit as income

£25 flat rate earnings disregard

A range of initiatives had been undertaken across Colchester to promote and consult
on the changes to the scheme, including writing to 7000 current working age recipients
of support, press releases and information highlighted on the council website. The
responses received were detailed in the report.

The single parent charity Gingerbread had requested the reconsideration of the
inclusion of Child Maintenance as an income in respect of single parents and it was
proposed to consult specifically on this issue next year.

RECOMMENDED to Cabinet that it be recommended to Council that the Local Council
Tax Support Scheme, as set out within the report by the Head of Customer Services
and detailed within the Policy document, be agreed for 2014/15.

Capital Expenditure Monitor 2013/14 — Quarter 2

Councillors Bentley and Harris (in respect of their being members of Essex
County Council) declared their non-pecuniary interests in the following item
pursuant to the provisions of Meetings General Procedure Rule 7(5).

A report was submitted by the Assistant Chief Executive inviting the Panel to review the
progress against all capital schemes in the first six months of 2013/14.

Councillor Paul Smith, Portfolio Holder for Business and Resources, together with
Steve Heath, Finance Manager, Financial Accounting, attended the meeting and
explained that the report set out details of spending on all schemes along with existing
expenditure forecasts provided by budget managers to provide an indication of
progress against schemes in monetary terms. Accrued capital spending in the first six
months of the year totalled £6.8 million, representing 27% of the projected spend for
2013/14. The Capital Programme had increased by £0.3m since the previous report.
New funding has been added, including £254k from Section 106 and external
contributions and £53k from revenue. The Capital Programme now stood at £29.3
million.

A RAG (Red, Amber, Green) status had been added to the monitoring report to provide
a clear indicator of overall project performance and although there were no ‘Red’
schemes, a total of 11 schemes had been classed as ‘Amber’ by the budget manager.

The following issues were raised by Panel members:

« Councillor Higgins — the delay with the flat recycling extension and whether income
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had increased as a result of the food waste collection service;

Councillor Harrington — whether there were plans to improve the toilet facilities for
the disabled at Lion Walk, the detail of the completed schemes at Colchester
Leisure World and Firstsite;

Councillor Harris — whether the flat recycling extension related to the three storey
blocks only and the difficulties associated with achieving this and the level of
funding being directed to the Garrison Gymnasium;

Councillor Cope — whether the carbon management programme 2 included the
solar panel initiative and the high level of investment being allocated to the ICT
Review and whether these costs were included in the calculations of online and
face to face transactions;

Councillor Harris — whether the current CCTV arrangements included coverage of
the Licensed Taxi rank;

Councillor Higgins — the amber status of the Castle Museum project and whether
there were any concerns regarding the planned re-opening of the Museum;
Councillor Hayes — the nature of the revised funding bid for the Creative Business
Hub and the new issues relating to the Pumping Main at Distillery Lane/Haven
Road.

In response to issues raised, the following information was provided:

No direct income was received for the food waste collection but the Council did
make savings as a consequence of less waste going to landfill;

The Firstsite scheme was in relation to the final finishes to the project rather than
any ongoing subsidy;

The amber status of the flat recycling extension was due to the delays with bin
redesign work required due to the addition of a food waste caddy;

The Garrison Gymnasium work had been delayed due to a fire at the site and
funds would now not be released until a viable scheme was in place;

The ICT investment was connected with the Universal Customer Contact
Fundamental Service Review and the Customer Experience Software which would
improve the Council’'s website and make it easier for customers to transact online.
The investment would deliver savings through increased online self service which
cost considerably less than transactions undertaken face to face;

The carbon management programme had delivered a 26% reduction in the
Council’'s CO2 emissions, the project was now improving the lighting in the multi
storey car parks;

The amber status of the Castle Museum project was due to the profiling of the
expenditure and the complex nature of the contract rather than any significant
delay in the timescales for the completion of work;

The Creative Business Hub project involved a number of partners with differing
requirements and some additional requests from Essex County Council had
needed to be taken into account;

The Pumping Main at Distillery Lane/Haven Road was subject to an engineering
report being reviewed.

RESOLVED that the level of capital spending during 2013/14, and forecasts for future
years be noted.



36. Financial Monitoring Report — April to September 2013

Councillors Bentley and Harris (in respect of their being members of Essex
County Council) declared their non-pecuniary interests in the following item
pursuant to the provisions of Meetings General Procedure Rule 7(5).

A report was submitted by the Assistant Chief Executive inviting the Panel to review the
financial performance of all General Fund services and the Housing Revenue Account
(HRA) for the first six months of 2013/14.

Councillor Paul Smith, Portfolio Holder for Business and Resources, together with
Sean Plummer, Finance Manager, attended the meeting and explained that the
projected outturn for the General Fund was currently a net overspend of £338k, with the
HRA forecast outturn position being an underspend of £100k. The net position showed
a variance against profiled budget for General Fund Services (excluding benefits) of
£512k, comprising total expenditure being £926k lower than expected and less
income than expected, totalling £414k. The forecast outturn for all service areas
showed a net overspend of £588k, primarily due to less income being received than
budgeted for, mainly within Operational Services partially offset by cost savings in other
service areas.

It was explained that at the end of June other risks, both positive and negative to the
outturn position, were not shown at that time. A number of these had now been
reflected in the outturn forecast allowing a more realistic view of current pressures to
be shown. The budget included a number of corporate and technical budget areas
such as net interest earnings, the provision to repay debt, pension costs and some
non-service specific grants. The forecast remained that there would still be an
underspend of £150k in respect of net interest budget. A further saving of around
£100k was also predicted for ICT costs in respect of the Universal Customer Contact
Fundamental Service Review.

The Cabinet budget report set out the arrangements, issues and risks associated with
the introduction of the local retention of business rates. The budget proposals were
based on the initial baseline funding level for 2013/14. These estimated figures
compared to the most recent forecast for this year showed additional income to the
Council of £110k. However at this stage, this needed to be treated with caution as final
figures would not be known until after the year end when Government returns were
required. In addition, the report on the Local Council Tax Support scheme showed the
current cost of the scheme was within budget estimates and overall collection rates
were better than had been assumed.

The forecast outturn therefore showed a potential net overspend of £338Kk, but with an
expectation that further favourable budget changes (including Council Tax income and
retained business rates) would result in an outturn position that would be close to a
broadly neutral position. It was also reported that balances were currently £242k above
the recommended level.

10



37.

The HRA was showing a net underspend of £333k compared to the budget for the
same period which was primarily due to lower expenditure on Premises costs (£173k)
and Supplies & Services costs (£73k) with £86k more income than anticipated. The
current projected outturn for the HRA was that it would be underspent by £100k, taking
into account the additional rent and service charge income received to date.

The following issues were raised by Panel members:

« Councillor Oxford — the current income position in relation to car parking and
Colchester Leisure World and whether the underspend on Bed and Breakfast and
Homelessness costs was as a result of particular initiative by the service;

« Councillor Harris — whether the reduction in rental income from garage sites had
been taken into account and the reasons behind the additional rent and service
charge income to the HRA;

« Councillor Harrington — whether the underspend on HRA repairs and maintenance
was a problem related to the delivery of the service.

In response to issues raised, the following information was provided:

« Income from car parks was 95% of the level in 2012/13 at this time of year which
was attributed to people making good use of the special offer rates;

« Income at Colchester Leisure World had been negatively impacted as a result of
the warm weather in the summer months which had resulted in fewer customers
using the pool;

« The reduced income from garages had been taken into account although there
were high numbers of void garages in any event;

« The additional rent income to the HRA was due to Colchester Borough Homes
void housing rates having declined, combined with an increase in the number of
tenants paying their rent on time and fewer Right to Buy applications being
received;

« The underspend on HRA repairs and maintenance was mainly a problem of timing
of expenditure against the profile rather than an issue of service delivery;

« The underspend on Bed and Breakfast and Homelessness costs had been due to
specific actions taken to prevent homelessness as well as new units and family
homes becoming available for occupation.

RESOLVED that the financial performance of General Fund Services and the Housing
Revenue Account in the first six months of 2013/14 be noted.

Work Programme

The Panel considered a report by the Assistant Chief Executive setting out the current
Work Programme for the Panel for 2013-14.

The report on the Homelessness Strategy had been moved to the meeting on 11
February 2014 and the request for a review of IT which had been approved at the
meeting on 29 October 2013 would be reflected in the next work programme report. It

was explained that potential re-scheduling of other items on the work programme was
10
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not feasible at this stage.

RESOLVED that the contents of the Work Programme be noted.

11
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Item
@ Scrutiny Panel 10

Colchester 10 December 2013
——
Report of Assistant Chief Executive Author Amanda Chidgey
= 282227
Title Work Programme 2013-14
Wards Not applicable
affected

This report sets out the current Work Programme 2013-2014 for the
Scrutiny Panel.

1. Decisions Required

1.1 The Panel is asked to consider and comment on the contents Panel’s Work
Programme for 2013-14.

2. Alternative options

2.1 This function forms part of the Panel's Terms of Reference and, as such, no
alternative options are presented.

3. Supporting Information

3.1 The Panel’s work programme will evolve as the Municipal Year progresses and
items of business are commenced and concluded. At each meeting the opportunity
is taken for the work programme to be reviewed and, if necessary, amended
according to current circumstances.

3.2 At the last meeting of the Panel, following a request from the Councillor Willetts, the
Panel agreed to include in the work programme a review of the Council’s overall IT
provision in respect of the financial costs, practicalities, project management and
milestones and this has been scheduled in for the meeting in March 2014.

3.3 In the light of recent developments in relation to Colchester Hospital, information is
currently awaited from the Hospital Trust regarding the attendance of the Chief
Executive and Chairman of the Board at the Panel meeting in January 2014.

4. Strategic Plan References

4.1  The Council recognises that effective local government relies on establishing and
maintaining the public’s confidence, and that setting high standards of self
governance provides a clear and demonstrable lead. Effective governance
underpins the implementation and application of all aspects of the Council’s work.

5. Standard References

5.1  There are no particular references to publicity or consultation considerations; or

financial; equality, diversity and human rights; community safety; health and safety
or risk management implications.

13



WORK PROGRAMME 2013-14

Meeting date / agenda items and relevant portfolio

11 June 2013

1. 2012-13 Year-end Performance Report and SPAP (Leader / Head of Community
Services)

2. 2012-13 Revenue Expenditure Monitoring Report

3. 2012-13 Capital Expenditure Monitoring Report

2 July 2013 (extra)

1. New Housing Arrangements (Housing / Head of Commercial Services) deferred
from 11 June 2013

23 July 2013 (briefing 18 July, 5pm, S11 Rowan House)

1. Pre-scrutinise the Portfolio Holder decision ‘To Close the Abbots Activity Centre’
(Community and Leisure)

2. Budget Strategy, Timetable and MTFF (Leader / Business and Resources)

3. Annual Report on Treasury Management (Business and Resources)

20 August 2013 (briefing 14 August, 5pm, S11 Rowan House)

1. 2013-14 Capital Monitor, period April — June
2. 2013-14 Financial Monitor, period April — June

10 September 2013 (briefing 5 September, 5pm, S11 Rowan House)

1. Safer Colchester Partnership (Crime and Disorder Committee) (Planning and
Community Safety)
2. firstsite project: Final Overview (Scrutiny Panel)(l Vipond, Strategic Director)

29 October 2013 (briefing 24 October, 5pm, S11 Rowan House)

1. Corporate and Financial Management FSR - Pre Cabinet scrutiny of Business
Case (Leader)
2. Report of urgent decision where call-in does not apply

12 November 2013 (briefing 7 November, 4.30pm, S11 Rowan House)

1. Call-in — Allotment Charges and Review of Tenancy Agreements

2. Localising Council Tax Support (follow-up on 2012-13 implementation review)
3. 2013-14 Revenue Monitor, period April — September

4. 2013-14 Capital Monitor, period April — September

10 December 2013 (briefing 4 December, 5pm, S11 Rowan House)

1. Review of Parking Services in Colchester (Street and Waste Services)

Presentation from Head of Operational Services and North Essex Parking Partnership
Group Manager

2. Treasury Management — Half yearly update

14




3. 2013-14 6-monthly Performance report and Strategic Plan Action Plan (Leader /
Business and Resources)

28 January 2014 (briefing 23 January, 5pm, S11 Rowan House)

1. Review of Colchester Hospital (Dr Coutts and Dr Irvine to attend)

2. 2014/15 Revenue Budget, Capital Programme and MTFF (Pre-scrutiny of Cabinet
Decision (Leader / Business and Resources)

3. Treasury Management Investment Strategy

11 February 2014 (briefing 6 February, 5pm, S11 Rowan House)

1. 2013-14 Capital Monitor, period April — December
2. 2013-14 Revenue Monitor, period April — December
3. Homelessness Strategy (Colchester Borough Homes)

18 March 2014 (briefing 13 March, 5pm, S11 Rowan House)

1. Colchester Community Stadium Limited review (last review 20 March
2012)(Leader)

2. Review of Council’'s overall IT provision including financial costs, practicalities,
project management and milestones.
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Scrutiny Panel 11a

10 December 2013

Colchester

——
Report of Assistant Chief Executive Author Amanda Chidgey
= 282227
Title Parking Services in Colchester
Wards Not applicable
affected
This report gives details of the review of Parking Services in Colchester

1. Decisions Required

1.1 To consider the presentation to the Panel delivered jointly by Matthew Young, Head
of Operational Services and Richard Walker, North Essex Parking Partnership
Group Manager.

2. Supporting Information

21 At the meeting of the Panel in August 2013, following a request by Councillor
Hayes, supported by Councillor Bentley, it was agreed that a review of parking
services would be added to the panel’s work programme.

2.2 Discussion at that meeting indicated that the review was intended to include
consideration of :

e Whether the provision of parking services in Colchester is compliant with the Local
Transport Plan

e Whether Colchester's parking policy is helping Colchester businesses and
residents, and helping to transform the town centre

e What the benefits of the North Essex Parking Partnership are to Colchester
(including financial)

e An understanding of the decision making process (to include the relationship
between NEPP and ECC).

3. Format

3.1 Councillor Martin Hunt, Portfolio Holder for Street and Waste Services will introduce
the item.

3.2  There will be a joint presentation from Matthew Young, Head of Operational
Services and Richard Walker, North Essex Parking Partnership Group Manager.

3.3  Councillor Robert Mitchell, Chairman of the North Essex Parking Partnership Joint
Committee has accepted the Panel's invitation to attend the meeting and participate
with the Panel in open discussion.

3.4  Councillor Rodney Bass, Portfolio Holder for Highways and Transportation, Essex

County Council was also invited to attend the meeting but has indicated he is
unable to do so.

16




41

5.1

Strategic Plan References

The Council recognises that effective local government relies on establishing and
maintaining the public’s confidence, and that setting high standards of self
governance provides a clear and demonstrable lead. Effective governance
underpins the implementation and application of all aspects of the Council’'s work.

Standard References
There are no particular references to publicity or consultation considerations; or

financial; equality, diversity and human rights; community safety; health and safety
or risk management implications.
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Item
@ Scrutiny Panel 11b

Colchester 10 December 2013
——
Report of Head of Operational Services Author Matthew Young
7= 282902
Title Review of Parking Services in Colchester
Wards Not applicable
affected

1.1

2.1

3.1

3.2

4.1

5.1

The Panel is invited to review Parking Services in Colchester
including the services provided by the North Essex Parking
Partnership

Action required

The panel is asked to consider the presentation on the Parking Service in Colchester and
the services provided to it by the North Essex Parking Partnership (NEPP)

Reason for scrutiny

The presentation was requested by the Scrutiny Committee at its meeting in August
2013.

Background information

The presentation will cover the following matters:

. National Parking legislation and guidance
. Local priorities for the Parking Service
o The functions and finances of the NEPP

The presentation will use PowerPoint slides and handouts will be provided

Strategic Plan references

An effective Parking service will contribute to the priorities of promoting sustainability and
reducing congestions as well as improving opportunities for local businesses and retail to
thrive.

Equality, Diversity and Human Rights implications
There are no particular equality, diversity or human rights implications. This is covered in

the original EQIA for the Service. The EQIA can be found here:
http://www.colchester.gov.uk/Info page two pic 2 det.asp?art id=79778&sec id=1988

Financial Implications 18




6.1

6.2

6.3

6.4

6.5

7.1

To help the Panel the latest financial position that was presented to the Joint Committee
is shown in Appendix A. A deficit of £21,000 was forecast for the year at that stage,
although the position is being closely monitored and in period seven the account did
show a small surplus.

PCN income received was short of the revised profiled budget target by £8,000 at the
end of September.

Table A below compared PCN cash received in the first half of 2012/2013 to the same
period in 2013/2014. Overall income from PCN'’s is greater by £186,745 although
income levels in Epping were lower than in 2012.

Table A Periods 1-6 Periods 1-6 Increase
2012/2013 2013/2014 (decrease)
Colchester £235,747 £329,234 £93,487
Braintree £75,508 £86,624 £11,116
Harlow £85,469 £175,504 £90,035
Tendring £88,432 £135,702 £47,270
Uttlesford £45273 £62,756 £17,483
Epping* £196,891 £124,245 (£72,646)
£727,320 £914,065 £186,745

Appendix B is a chart showing on-street PCN income for the current year against profiled
budget and income levels achieved in 2012/2013.

Appendix C is a chart showing PCN income in 2013/2014 compared to 2012/2013 by
individual authority.
Other Standard References

As this is an information report there are no publicity; financial; health and safety;
community safety and risk management implications

Background Papers

North Essex Parking Partnership Joint Agreement, 2011
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Item
Scrutiny Panel 1 2
COLCHESTER 10 December 2013
Report of Assistant Chief Executive Author Steve Heath
7= 282389
Title Treasury Management Strategy Statement — Mid-Year Review Report
2013/14
Wards Not applicable
affected

The Panel is invited to review treasury management performance
for the first six months of 2013/14

1. Action required

1.1 To note the activities relating to treasury management for the first six months of
2013/14 and consider performance.

2. Reason for scrutiny

2.1 The Chartered Institute of Public Finance and Accountancy’s (CIPFA) revised Code
of Practice on Treasury Management was adopted by this Council on 17 February
2010. The primary requirements of the Code include the creation and maintenance
of a Treasury Management Policy Statement and Practices, the production of an
annual Treasury Management Strategy Statement for the year ahead, a Mid-year
Review Report and an Annual Report covering activities during the previous year.
This mid-year report has been prepared in compliance with CIPFA’s Code of
Practice on treasury Management.

3. Introduction

3.1 The Council operates a balanced budget, which broadly means that income raised
during the year will meet its expenditure. Part of the treasury management
operations ensure that the cash flow is adequately planned, with surplus monies
being invested in low risk counterparties, providing adequate security and liquidity
before considering investment returns.

3.2  The second main function of the treasury management service is the funding of the
Council’s capital plans. These capital plans provide a guide to the borrowing need
of the Council, essentially the longer term cash flow planning to ensure the Council
can meet its capital spending operations. This management of longer term cash
may involve arranging long or short term loans, or using longer term cash flow
surpluses, and on occasion any debt previously drawn may be restructured to meet
Council risk or cost objectives.

3.3 Treasury management is defined as “The management of the local authority’s
investments and cash flows, its banking, money market and capital market
transactions; the effective control of the risks associated with those activities; and
the pursuit of optimum performance consistent with those risks.”

3.4  The Council employ Capita Asset Services (formerly Sector Treasury) to provide a

consultancy service in respect of treasury management, to include advice on both
23



4.1

4.2

4.3

4.4

4.5

4.6

4.7

debt and investments. During the year they have provided advice on borrowing,
investments, counterparty credit details and general capital accounting information.

Economic update

Performance to date

During 2013/14 economic indicators have suggested that the economy is
recovering, albeit from a low level. After avoiding recession in the first quarter of
2013, with a 0.3% quarterly expansion the economy grew by 0.7% in Q2. There
were signs of renewed vigour in household spending in the summer, with a further
pick-up in retail sales, mortgages, house prices and new car registrations.

The strengthening in economic growth appears to have supported the labour
market, with employment rising at a modest pace and strong enough to reduce the
level of unemployment further. Excluding bonuses, earnings rose by just 1.0% yly,
well below the rate of inflation at 2.7% in August, causing continuing pressure on
household’s disposable income.

The Bank of England extended its Funding for Lending Scheme (FLS) into 2015
and sharpened the incentives for banks to extend more business funding. To date,
the mortgage market still appears to have been the biggest beneficiary from the
scheme, with mortgage interest rates falling further to new lows. Together with the
Government’s Help to Buy scheme this is helping to boost demand in the housing
market. Mortgage approvals by high street banks have risen as have house prices,
although they are still well down from the boom years pre 2008.

Public borrowing in Q2 started to slowly come down as Government expenditure
cuts took effect and economic growth started to show through in a small increase in
tax receipts. Bank Rate remained at 0.5% and quantitative easing also stayed at
£375bn. In August, the MPC provided forward guidance that Bank Rate is unlikely
to change until unemployment first falls to 7%, which was not expected until 2016.
However, 7% is only a point at which the MPC will review Bank Rate, not
necessarily take action to change it. The three month to July average rate was
7.7%.

CPI inflation (MPC target of 2.0%), fell marginally from a peak of 2.9% in June to
2.7% in August. The Bank of England expects inflation to fall back to 2.0% in 2015.

Tensions in the Eurozone eased over the second quarter, but there remained a
number of triggers for a renewed flare-up. Economic survey data improved
consistently over the first half of the year, pointing to a return to growth in Q2, so
ending six quarters of Eurozone recession.

Outlook

Economic forecasting remains difficult with so many external influences weighing on
the UK. The overall balance of risks to economic recovery is now weighted to the
upside after five months of robust good news on the economy. However, only time
will tell just how long this period of strong economic growth will last, and it remains
exposed to vulnerabilities in a number of key areas. The longer run trend is for gilt
yields and PWLB rates to rise, due to the high volume of gilt issuance in the UK,
and of bond issuance in other major western countries. Near-term, there is some
residual risk of further QE if there is a dip in strong growth or if the MPC were to
decide to take action to combat the market’s expectations of an early first increase
in Bank Rate. If the MPC does takes action to do more QE in order to reverse the
rapid increase in market rates, especially in gilt yields and interest rates up to 10
years, such action could cause gilt yields and PWLB rates over the next year or two
to significantly undershoot forecasts.
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4.8

5.1

5.2

The latest Capita Asset Services interest rate forecast is shown in Appendix A.
Financial markets have aggressively raised short term interest rates and gilt yields
due to their view that the strength of economic recovery is now so rapid that
unemployment will fall much faster than the Bank of England forecasts. They
therefore expect the first increase in Bank Rate to be in quarter 4 of 2014. Capita
Asset Services take the view that the MPC view is more realistic. The prospects for
any increase in Bank Rate before 2016 are therefore seen as being limited.
However, some forecasters are stating that even the Bank of England forecast is
too optimistic and so do not expect the first increase in Bank Rate until spring 2017.

Treasury Management Strategy Statement 2013/14

The Council’s Treasury Management Strategy Statement (TMSS) for 2013/14 was

approved by full Council on 20 February 2013. The strategy is as follows:

e The UK bank rate has been unchanged from a historically low 0.5% since March
2009. The view from the Council’s treasury advisers is that the growth prospects
for the UK economy are expected to remain weak, with very limited prospects for
any changes in the Bank Rate before 2015.

e The Council currently has an under-borrowed position. The borrowing strategy is
to reduce the difference between gross and net debt by continuing to ‘borrow
internally’, which is primarily due to investment rates on offer being lower than
long term borrowing rates. This has the advantages of maximising short-term
savings and reducing the Council’s exposure to interest rate and credit risk. This
approach is intended to be maintained during the year.

e The investment policy reflects the Council’s low appetite for risk, emphasising
the priorities of security and liquidity over that of yield. The main features of the
policy are as follows:

o The Council will only invest with institutions with the highest credit ratings,
taking into account the views of all credit rating agencies and other market
data when making investment decisions.

o The Council will use Sector Treasury’s creditworthiness service, which
combines data from credit rating agencies with credit default swaps and
sovereign ratings. However, whereas this service uses ratings from all
agencies in a weighted scoring system, the Council will continue to follow the
approach suggested by CIPFA of using the lowest rating from all the
agencies (i.e. the lowest common denominator).

o The Council will only use approved counterparties from countries with the
highest credit rating of ‘AAA’, together with those from the UK.

o The Council will continue to avoid longer term deals while investment rates
are at such low levels, unless attractive rates are available within the risk
parameters set by the Council. The suggested budgeted return on
investments placed for up to three months during the year is 0.50%.

e The Council’'s Prudential and Treasury Indicators for 2013/14 through to 2015/16
were produced to support capital expenditure and treasury management
decision making, and are designed to inform whether planned borrowing and the
resultant revenue costs are affordable and within sustainable limits. They take
into account all the economic forecasts and proposed borrowing and investment
activity detailed in the TMSS.

e The Minimum Revenue Provision (MRP) Policy Statement for 2013/14 stated
that the historic debt liability will continue to be charged at 4%, with the charge
for more recent capital expenditure being based on the useful life of the asset
and charged using the equal annual instalment method.

There are no proposed policy changes to the TMSS for 2013/14. The details in this
report update the position in the light c2>f5the latest economic performance.



6.1

6.2

6.3

6.4

The Council’s Capital Position (Prudential Indicators)

This part of the report is structured to update:

e The Council’s capital expenditure plans;

e How these plans are being financed;

e The impact of the changes in the capital expenditure plans on the prudential
indicators and the underlying need to borrow; and

e Compliance with the limits in place for borrowing activity.

The table below shows the original estimates for capital expenditure when the
Prudential Indicators were agreed, along with the latest forecast. The borrowing
element of the table increases the underlying indebtedness of the Council by way of
the Capital Financing Requirement (CFR), although this will be reduced in part by
revenue charges for the repayment of debt (the Minimum Revenue Provision).

Original Current Revised

Estimate Position Estimate
Capital Expenditure 2013/14 £'000 £'000 £'000
Total Spend 19,300 6,800 24,807
Total Financing 19,236 6,800 23,808
Borrowing Need 64 0 999'

The following table shows the CFR, which denotes the underlying need to borrow
for capital purposes. It also shows two further prudential indicators relating to the
level of borrowing. The Operational Boundary reflects the Council’'s expected debt
position during the year, whilst the Authorised Limit controls the overall level
beyond which borrowing is prohibited. This is the statutory limit determined by
section 3 (1) of the Local Government Act 2003, and reflects a level of borrowing
that could be afforded in the short-term, but is not sustainable in the longer term.
The table demonstrates that the Council has maintained gross borrowing within its
authorised limit during the first six months of 2013/14.

Original Current Revised
Estimate Position Estimate
£'000 £'000 £'000
Capital Financing Requirement
CFR - non housing 29,147 26,693 26,619
CFR - housing 124,577 124,577 124,577
Total CFR (year end position) 153,724 151,270 151,196
Net movement in CFR 2,454 0 (74)
The Operational Boundary
Borrowing 142,740 136,094 142,740
Other long term liabilities 0 0 0
Total 142,740 136,094 142,740
The Authorised Limit
Borrowing 153,724 151,270 153,724
Other long term liabilities 15,400 15,100 15,400
Total 169,124 166,370 169,124

One key control over the treasury activity is a prudential indicator to ensure that
over the medium term, net borrowing (borrowings less investments) will only be for
a capital purpose. Gross external borrowing should not, except in the short term,
exceed the total of CFR in the preceding year plus the estimates of any additional
CFR for 2013/14 and the next two financial years. This allows some flexibility for
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71

7.2

7.3

8.1

8.2

8.3

limited early borrowing for future years. No difficulties are envisaged for the current
or future years in complying with this prudential indicator.

Original Current Revised
Estimate Position Estimate
£000 £000 £'000
External Borrowing 142,740 136,094 136,094
Plus other long term liabilities 0 2,058 2,058'
Gross Borrowing 142,740 138,152 138,152
CFR (year end position) 153,724 151,270 151,196

Borrowing

When the CFR is positive the Council may borrow from the PWLB or the market
(external borrowing) or from internal balances on a temporary basis (internal
borrowing). The balance of external and internal borrowing is generally driven by
market conditions. The Council has borrowings of £136m and has utilised £13.5m
of cash flow funds in lieu of borrowing. This is a prudent and cost effective approach
in the current economic climate, but will require ongoing monitoring in the event that
the upside risk to gilt yields prevails.

No new long-term or temporary borrowing has been undertaken so far this financial
year in accordance with the TMSS. The general trend in PWLB interest rates has
been an increase during the six months across all maturity bands. However, it is
anticipated that no new borrowing will be undertaken during this financial year.

Debt rescheduling opportunities have been limited in the current economic climate
and consequent structure of interest rates. No debt rescheduling was undertaken
during the first six months of 2013/14.

Investments

In accordance with the Code, it is the Council’s priority to ensure security of capital
and liquidity, and to obtain an appropriate level of return which is consistent with the
Council’s risk appetite. It is a very difficult investment market in terms of earning the
level of interest rates commonly seen in previous decades as rates are very low and
in line with the 0.5% Bank Rate. Indeed, the introduction of the Funding for Lending
scheme has reduced market investment rates even further. The potential for a
prolonging of the Eurozone sovereign debt crisis, and its impact on banks, prompts
a low risk and short term strategy. Given this risk averse environment, investment
returns are likely to remain low.

The Council held £37.0m of investments as at 30 September 2013 (£21.6m at 31
March 2013) and the investment portfolio yield for the first six months of the year is
0.54% against the three-month LIBID benchmark of 0.38%. A full list of investments
held as at 30 September 2013 is shown in Appendix B. It should be noted that the
level of investments held, and therefore the total returns available, are likely to
reduce during the remainder of the year as a result of cash flow fluctuations and the
continuing strategy of internal borrowing.

The current investment counterparty criteria selection approved in the TMSS is
meeting the requirement of the treasury management function. Officers can confirm
that the approved limits within the Annual Investment Strategy were not breached
during the first six months of 2013/14.
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8.4

9.1

9.2

10.

10.1

11.

111

12.

121

12.2

13.

13.1

13.2

The Council’s budgeted investment return for 2013/14 is £100k, and performance
for the year to date is expected to be above budget.

Icelandic Investments

The Council invested a total of £4m in Icelandic banks in September 2008, which
suffered a default following the collapse of the Icelandic banking system. The
impairments recognised in the 2010/11 accounts reflected the guidance issued by
CIPFA in May 2011. The level of the impairment was reduced in the 2012/13
accounts to reflect updated guidance from CIPFA, which takes into account the
Council’s preferred creditor status and the distributions received.

The Landsbanki winding up board made a fourth distribution to creditors in
September 2013, making the total distribution approximately 53% of the claim. The
current position on estimated future payouts is based on recovering 100p in the £.
However, the administration of the insolvent estate of the bank is likely to continue
for several years, which creates a level of uncertainty around the timing of
recoveries through the administration process. Members will be kept updated on the
latest developments on these efforts.

Strategic Plan references

Prudent treasury management underpins the budget required to deliver all Strategic
Plan priorities.

Publicity considerations
Appendix B to the attached background paper is confidential.
Financial implications

The Central Loans and Investment Account (CLIA) comprises the Council’s
borrowing costs and investment income. The CLIA is difficult to predict and can be
affected by several factors. The majority of the Council’s debt is on fixed rates
reflecting the longer-term nature of the borrowing decisions. Investments are
generally made for shorter periods, making returns more variable. This mix is
generally more beneficial when interest rates are high or increasing. It is important
to add that the exposure to interest rate movements is regularly monitored to
minimise risks to changes in returns.

The outturn position for the CLIA is currently projected to be a favourable variance
of £150k, with a risk to the downside. The main factors affecting the forecast are the
intention to continue to internally borrow due to the low levels of investment returns
available, and a higher than expected level of cash balances available. The position
will continue to be reviewed as part of the regular budget monitoring reports.

Risk Management implications

Risk Management is essential to effective treasury management. The Council’s
Treasury Management Policy Statement contains a section on treasury Risk
Management (TMP1).

TMP1 covers the following areas of risk all of which are considered as part of our
treasury management activities:
e Credit and counterparty risk
e Liquidity risk
28



Interest rate risk

Exchange rate risk

Refinancing risk

Legal and regulatory risk

Fraud, error and corruption, and contingency management
Market risk

14. Other Standard References

14.1 Having considered consultation, equality, diversity and human rights, health and
safety and community safety implications, there are none which are significant to
the matters in this report.

Background Papers

Appendix A: Economic Forecast
Appendix B: Outstanding Temporary Investments 2013/14 (confidential)
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Colchester

R

Report of

Title

Wards
affected

Scrutiny Panel
10 December 2013

Assistant Chief Executive

Item

13

Matthew Sterling & 282577

Half-yearly Performance Report including progress on Strategic Plan

Action Plan

Not applicable

The Panel is invited to consider the performance report for the period up to the end of
September 2013. This includes progress of our performance measures and an update of
progress of the Strategic Plan Action Plan.

Scrutiny Panel is asked to review and comment on this report, ahead of the Cabinet meeting
on 29 January 2014.

The draft Cabinet report is attached.
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ltem
Cabinet
Colchester 29 January 2014

Report of Assistant Chief Executive Author  Matthew Sterling & 282577

Title Half yearly Performance Report including progress on Strategic Plan
Action Plan - Draft for Scrutiny

Wards Not applicable

affected

Cabinet is invited to consider performance against the Council’s key performance measures
and the Strategic Plan Action Plan as at the end of September 2013.

1.

4.

Action required

The Cabinet is asked to consider and comment on the performance update for the
Council’s key performance measures for the period to the end of September 2013
(Appendix 1), and on the progress update of the Strategic Plan Action Plan to the end of
September 2013 (Appendix 2).

The Scrutiny Panel reviewed the report on 10 December 2013, and Cabinet is also
asked to consider any comments from that scrutiny.

Background information

The Council has agreed a number of key performance areas which it uses as part of its
Performance Management Framework to help monitor progress and improvement. This
report provides an update of our indicators along with a half-yearly review of progress
against our Strategic Plan Action Plan (see Appendix 1 and 2 attached).

Performance Summary

e Progress towards achieving our overall set of organisational performance
measures shows that 13 (65%) of our measures are on track to be achieved (or
‘green’), 4 (20%) are not meeting expectations to date but with improvement likely
(‘famber’), and 3 (15%) are not meeting expectations and unlikely to do so by the
year-end (‘red’).

e The actions within our Strategic Plan Action Plan show that there is a
considerable amount of positive activity being undertaken across the Council and
with our partners to achieve our Strategic Priorities.

e The Council has also received a number of awards and accreditations highlighted
at the end of Appendix 1.

Strategic Plan references

This report provides an update of progress against the Strategic Plan Action Plan,
developed to support the delivery of the Council’'s agreed Strategic Plan Priorities.
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10.

11.

Consultation

The report’s contents do not have any direct implications with regard to consultation.
However, the Strategic Plan and priorities were agreed following public consultation.

Publicity considerations

The performance report contains key measures for our key performance indicators and
our Strategic Plan Action Plan. Many of these are used to monitor the performance of our
services, and as such these may be of public interest. The report and related information
is published on the Performance and Improvement section of the Council’s website.

Financial implications

The financial implications of the action plans to deliver the indicators form part of the
budget setting process.

Equality, Diversity and Human Rights implications

Progress and improvement of these and many of the actions within the Strategic Plan
Action Plan support our aims of improving both services and the lives of everyone in the
borough. Where required, specific Equality Impact Assessments will exist for policies and
activities rather than for individual performance indicators or actions. Progress on the
Council’'s Equality Objectives are included within the Strategic Plan Action Plan Update.

Community Safety implications

There are performance measures and actions within the Strategic Plan Action Plan
which aim to improve community safety and as such this report provides progress
updates in this area.

Health and Safety implications

This report has no direct implications with regard to Health and Safety.

Risk Management implications

We aim to deliver against performance indicators and the Strategic Plan Action Plan
Actions, as both form a key part of our performance framework and expectations around
delivery of our priorities to the residents of Colchester borough.

Background Papers

Not applicable.
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