Finance & Audit
Scrutiny Panel

Town Hall, Colchester
24 February 2009 at 6:00pm

The Finance and Audit Scrutiny Panel deals with

the review of service areas and associated budgets,
and monitors the financial performance of the Council,
and the operational performance of the Council. The
panel scrutinises the Council's audit arrangements,
including the annual audit letter and audit plans, and
Portfolio Holder 'Service' decisions reviewed under
the Call in procedure.



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.

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 meetings, with the exception of Standards
Committee meetings. If you wish to speak at a meeting or wish to find out more, please pick up
the leaflet called “Have Your Say” at Council offices and at www.colchester.gov.uk.

Private Sessions

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.

Mobile phones, pagers, cameras, audio recorders

Please ensure that all mobile phones and pagers are turned off before the meeting begins and
note that photography or audio recording is not permitted.

Access

There is wheelchair access to the Town Hall from West Stockwell Street. There is an induction
loop in all the meeting rooms. If you need help with reading or understanding this document please
take it to Angel Court Council offices, High Street, Colchester or telephone (01206) 282222 or
textphone 18001 followed by the full number that you wish to call, and we will try to provide a
reading service, translation or other formats you may need.

Facilities

Toilets are located on the second floor of the Town Hall, access via the lift. 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.

Colchester Borough Council, Angel Court, High Street, Colchester
telephone (01206) 282222 or
textphone 18001 followed by the full number that you wish to call
e-mail: democratic.services@colchester.gov.uk
www.colchester.gov.uk




Terms of Reference

Finance and Audit Scrutiny Panel

To review all existing service plans and associated budget provisions
against options for alternative levels of service provision and the corporate
policies of the Council, and make recommendations to the Cabinet

To have an overview of the Council's internal and external audit
arrangements and in particular with regard to the annual audit plan, the
audit work programme and progress reports, and to make
recommendations to the Cabinet

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

To scrutinise the Audit Commission's annual audit letter
To scrutinise progress made on best value action plans

To scrutinise executive 'service' decisions made by Portfolio Holders and
officers taking key decisions which have been made but not implemented
referred to the Panel through the call-in procedure

The panel may a) confirm the decision, which may then be
implemented immediately, b) refer the decision back to the decision
taker for further consideration setting out in writing the nature of its
concerns, or c) refer the matter to full Council in the event that the
Panel considers the decision to be contrary to the Policy Framework
of the Council or contrary to, or not wholly in accordance with the
Budget.



COLCHESTER BOROUGH COUNCIL
FINANCE & AUDIT SCRUTINY PANEL
24 February 2009 at 6:00pm

Members

Chairman : Councillor Sue Lissimore.

Deputy Chairman : Councillor Dennis Willetts.
Councillors Kevin Bentley, John Bouckley, Martin Goss,
Dave Harris, Jackie Maclean, Jon Manning, Nigel Offen,
Gerard Oxford and Laura Sykes.

Substitute Members : Al members of the Council who are not Cabinet members or

members of this Panel.

Agenda - Part A

(open to the public including the media)

Members of the public may wish to note that Agenda items 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

(@) 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 off or to silent;
« 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

Continued Over ...



... Continued

The Chairman to invite Councillors to declare individually any personal
interests they may have in the items on the agenda.

If the personal interest arises because of a Councillor's membership
of or position of control or management on:

« any body to which the Councillor has been appointed or
nominated by the Council; or
« another public body

then the interest need only be declared if the Councillor intends to
speak on that item.

If a Councillor declares a personal interest they must also consider
whether they have a prejudicial interest. If they have a prejudicial
interest they must leave the room for that item.

If a Councillor wishes to make representations on an item on which
they have a prejudicial interest they may do so if members of the
public are allowed to make representations. In such circumstances a
Councillor must leave the room immediately once they have finished
speaking.

An interest is considered to be prejudicial if a member of the public
with knowledge of the relevant facts would reasonably regard it as so
significant that it is likely to prejudice the Councillor’'s judgement of the
public interest.

Councillors should consult paragraph 7 of the Meetings General
Procedure Rules for further guidance.

Minutes

To confirm as a correct record the minutes of the meetings held on 20
January 2009, 27 January 2009 and 29 January 2009.

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.

(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.

Items requested by members of the Panel and other

Continued Over ...



... Continued

10.

11.

12.

13.

14.

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.

Referred items under the Call in Procedure

To consider any Portfolio Holder decisions, taken under the Call in
Procedure.

The panel may a) confirm the decision, which may then be
implemented immediately, b) confirm the decision back to the
decision taker for further consideration setting out in writing the
nature of its concerns, or c) refer the matter to full Council in the
event that the panel considers the decision to be contrary to the
Policy Framework of the Council or contrary to, or not wholly in
accordance with the Budget.

Decisions taken under special urgency provisions

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

Work Programme

See report from the Scrutiny Officer.

Sale of Recyclable Materials 17 - 29

See report from the Head of Street Services.

Financial Monitoring Report - April to December 2008 30 -46

See report by the Head of Resource Management.

3rd Quarter Risk Management Progress Report 47 - 57

See report from the Head of Resource Management.

Capital Expenditure Monitor 2008-09 58 -77

See report from the Head of Resource Management.

Continued Over ...



... Continued

15. 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).






FINANCE & AUDIT SCRUTINY PANEL
20 JANUARY 2009

47.

48.

Present:-  Councillor Sue Lissimore (Chairman)
Councillors John Bouckley, Martin Goss, Dave Harris,
Jon Manning, Gerard Oxford, Laura Sykes and
Dennis Willetts

Substitute Members ;-  Councillor Kevin Foster for Councillor Kevin Bentley
Councillor Jackie Arnold for Councillor Jackie Maclean
Councillor Nigel Higgins for Councillor Nigel Offen

Minutes

The minute for each of the meetings held on the 18 November 2008 and 25 November
2008 was confirmed as a correct record.

Work Programme

Mr. Robert Judd, Scrutiny Officer addressed the panel explaining that in order that the
2010-11 Budget reports are published on time for the Finance and Audit Scrutiny
meeting, asked the panel to consider moving the meeting date from the 19 January
2010 to the 26 January 2010.

Councillors Arnold and Willetts said the administration set out the budget timetable at
the beginning of each and this should be adhered to. Councillor Arnold said moving
the meeting of this panel to the day before the Cabinet meeting, to discuss the budget
papers, would not allow for serious scrutiny of the detail of the report.

Councillor Smith, Portfolio Holder for Business and Resources addressed the panel
explaining that the lateness in the publication of the budget papers this year was not

unique, that these papers had been ‘to follow’ consistently over the years, and was in
the main due to the lateness of receiving, for example, Government grant money.

Mr. lan Vipond, Executive Director, addressed the panel, to explain that a follow-up
review of the Firstsite:Newsite project would, as per the panel’s resolution on 25
November 2008, be respected in full.

Mr. Vipond said all the funding partners had agreed to a full independent external
review at the completion of the project. In the meantime, Mr. Vipond said the Audit
Commission were also carrying out an independent review of the project and these
reports are usually made public. Mr. Vipond suggested to the panel that once the Audit
Commission review, currently in progress, was complete, the panel could review this
report and then take a view on what further work is required.

Councillor Lissimore voiced her concern that the independent reviews are completed
behind closed doors and that as the Finance and Audit Scrutiny Panel was the only
place for a public hearing, she was keen for this matter to continue.



49.

50.

Mr. Vipond said it would not be possible with the pressure of current work streams to
undertake an internal review at present. Mr. Vipond advised the panel to consider the
results of the Audit Commission’s independent review before deciding on the detail of
any future work.

Councillor Manning said he would rather the panel review Firstsite:Newsite at the
appropriate time that would enable a proper examination, though he felt this should be
done as soon as possible.

RESOLVED that the panel;
i) Noted the current 2008-09 work programme.

ii) Agreed that officers should review the panel’s meeting date of the 19 January
2010 (to scrutinise the 2010-11 Revenue Budget), to be sure the members of the
public and members receive the prerequisite five clear working days access to the
documents.

iii) Agreed to the review of the Freedom of Information Audit on 24 March 2009.

Risk Management - Top Five Risk Report

Mr. Charles Warboys, Head of Resource Management attended the meeting for this
item, explaining that the risks within the note to members are kept under constant
review, though if reported on a month to month basis, members will see very little
change in the content.

RESOLVED that;
i) The panel noted the update on the top five strategic and renaissance risks.
ii) The panel agreed that in the future the panel would receive a one-off report at

the beginning of the municipal year listing all strategic and renaissance risks, and
thereafter, only update reports following any changes.

Budget report to the Finance and Audit Scrutiny Panel on 27 January 2009

Councillor Arnold commented that it would be helpful to panel members if the Budget
papers noted the impact of changes, thereby enabling members to see why, and the
effects of the decision(s) taken. Councillor Arnold said this would increase member’s
understanding and would enable the panel to do its job of scrutiny properly.

Mr. Warboys said there was no intention to provide such a specific appendix within the
Budget papers, though appendix D did to some extent address the point raised by
Councillor Arnold.



FINANCE & AUDIT SCRUTINY PANEL
27 JANUARY 2009

Present:-  Councillor Sue Lissimore (Chairman)
Councillors John Bouckley, Dave Harris,
Jackie Maclean, Nigel Offen, Gerard Oxford,
Laura Sykes and Dennis Willetts
Also in Attendance :- Paul Smith

Substitute Members :-  Councillor Christopher Arnold
for Councillor Kevin Bentley
Councillor Margaret Fisher for Councillor Martin Goss
Councillor Peter Higgins for Councillor Jon Manning

51. 2009-10 Revenue Budget and Medium Term Financial Forecast

Councillor Smith, Portfolio Holder for Business and Resources, Mr. Charles Warboys,
Head of Resource Management and Mr. Sean Plummer, Finance Manager, all attended
the meeting for this item.

Mr. Sean Plummer presented the report on the 2009-10 Revenue Budget and Medium
Term Financial Forecast to the panel.

In response to Councillor Willetts, Mr. Plummer said the year on year average net
inflationary figure was £600,000, and took account of increases of approximately 2 — 3
per cent in salary costs, contract prices and fees and charges. Mr. Plummer said one
of the main reasons for the additional inflationary pressure increase was energy prices.

Mr. Plummer agreed to provide panel members with a detailed breakdown of the
£1,190,000 net inflation impact figure.

Mr. Plummer confirmed to Councillor Willetts that the £100,000 Concessionary Fares
cost pressure was due to the hours of the scheme being extended, whereas the
savings of £510,000 for the scheme was due to a saving in the cost of the scheme to
Colchester, following negotiations with Essex District Councils, Essex County Council
and the bus operators. Later on in proceedings, Mr. Warboys confirmed to Councillor
Higgins that negotiations involving all Essex authorities, resulted in renegotiated figures
to be paid to the bus operators and produced the aforementioned savings, based on
an agreement of costs, as opposed to the previous figures of an estimated amount
based on demand.

In response to Councillor Willetts, Mr. Warboys explained that the budget figures did
not reflect any treasury management losses due to the collapse of the Icelandic banks.
This follows guidance from central Government stating that any potential impact should
be deferred until 2010-11. Mr. Warboys confirmed that at present the money invested
in these banks was not lost, though there was no indication as yet as to when the
investments would be returned or how much of the investments would be returned.
Negotiations at national level are ongoing.

In response to Councillor Arnold, Mr. Warboys c£onfirmed that the value of the Council’s



treasury management investments in Icelandic banks was between £11 million and £12
million at May 2008, and these investments were returned to the Council. The current
level of investment to Icelandic banks is £4 million and was made in September 2008.

Councillor Arnold commented that at the previous meeting of the Finance and Audit
Scrutiny Panel he had said it would be helpful to panel members if the Budget papers
noted the impact of changes, thereby enabling members to see why, and the effects of
the decision(s) taken.

Councillor Arnold said this request had not been acted upon and gave an example, the
deletion of the countryside post (shared post with Braintree District Council) where no
detail of what the impact would be of the removal of this post, and what was to be done
to mitigate the impact.

Councillor Smith said where a post is deleted this did not mean the work of this post
stopped, that a range of different cost saving options would be put in place to ensure
where appropriate, the work continued. Councillor Smith said Appendix D of the report
gave details of where savings would accrue and the mitigating action.

Councillor Smith said the cost restraints within the Budget would not allow for a
guarantee of every current project and work would need to be prioritised, with recycling
and front-line services considered a higher priority.

In response to Councillor Arnold, Councillor Smith said the Cabinet believed the
merger of the Economic Development and Tourism Managers posts, and the aligning
activities was considered good common and economic sense.

Also in response to Councillor Arnold, Councillor Smith said it was estimated that the
expected rise in recycling rates due to the additional resources to support the
promotion of recycling would be 1%. The additional resources would be to extend
recycling to blocks of flats and an educational promotional scheme to encourage
people to recycle. Councillor Smith also explained that the £300,000 reduced income
forecast for Car Parking Income was reflected in an acceptance that car park charges
could not continue to rise indefinitely, and the need to make more effective use of car
parks, via promotional offers etc.

Mr Judd, Scrutiny Officer confirmed to the panel that he would invite Essex County
Councillor Tracey Chapman, Portfolio Holder for Environment and Waste to a meeting
at the earliest opportunity to give reasons why County have withdrawn the £100,000
recycling grant for improving recycling.

In response to Councillor Maclean, Councillor Smith agreed to ask the Portfolio Holder
for Culture, Tourism and Diversity to respond to the panel and provide more detail on
how the Colchester Festival will be delivered given the part withdrawal of funding and
the position in respect of a contribution from Colchester2020. Councillor Smith also
confirmed that the location for the Visitor Information Centre had not been decided and
was currently under review.

In response to Councillor Bouckley’s suggestion of a further reduction in the number of

2



annual editions of the Courier, from the proposed three, to one or two, Councillor Smith
said the Courier was an award winning popular publication, with a queue of people
requesting articles and believed three publications was appropriate. Councillor Smith
confirmed to Councillor Bouckley that the £100,000 savings in Parks and Recreation
was relatively low in the context of an overall budget of £2,200,000 and would be found
through changes to fee incomes, renegotiation of contracts and a series of schemes
that would provide savings.

In response to Councillors Willetts, Arnold and Higgins, in respect of the actual number
of staff redundancies that would result as a consequence of the budget, Councillor
Smith said the overall effect of the budget would be a potential reduction in the region
of four. This figure incorporated all the changes within service areas, including some
reductions and some additions, for example, two additional Street Warden posts, and
three additional Benefit posts funded by the Government (£95,000) and in response to
the demands due to the economic downturn. Councillor Smith added that freezing
posts or redeployment did not mean redundancy. Councillor Smith concluded by
saying the drop in staff numbers at Colchester was in stark contrast to Chelmsford
Borough Council for example, who it is understood are looking to save between 70 —
100 posts to balance their Budget. Councillor Smith confirmed that the panel would be
provided with the current total of full time equivalent staff on the establishment and the
number of full time equivalent staff on the establishment following the implementation
of the Budget. Councillor Smith confirmed that the Council are in full negotiations with
the local unions in respect of any redundancies.

Councillor Harris congratulated the Administration for providing additional Street
Wardens to High Woods Ward and said he would like to see this expanded to other
wards such as Shrub End as the financial situation improved.

In response to Councillor Willetts, Councillor Smith said the savings accruing from
service areas would in the main be reallocated to front line services, with the aim to
protect front line services but not to the detriment of the overall service provided.

In relation to the economic downturn and the need to help small local businesses,
Councillor Smith confirmed to Councillor Fisher that the Small Business Rate Relief
(SBRR) campaign had been successful. Eight Hundred letters had been sent out
resulting in four hundred responses, with only 2 or 3 claims for relief rejected, and the
total of £420,000 reclaimed for small businesses. The Council had been congratulated
by the Federation of Small Businesses for their efforts. Mr. Warboys confirmed that
the Council’s policy was to pay all bills within thirty days, and approximately 97% of all
bills are paid within this time scale, though the majority (nearly 70%) of bills are paid in
less than twenty days.

Councillor Lissimore concluded the discussions on the Budget by thanking officers for
their hard work and cooperation in producing the Budget report.

RESOLVED that the panel;

i) Noted the Cabinet report on the 2009-10 Revenue Budget and Medium Term
Financial Forecast.
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ii) Requested further information on the following;

« The Head of Resource Management to provide a detailed breakdown of the
£1,190,000 net inflation impact figure.

« The Portfolio Holder for Culture, Tourism and Diversity to be asked to provide
further detail on how the Colchester Festival will be delivered given the part
withdrawal of funding.

« The Portfolio Holder for Business and Resources to provide the current total of full
time equivalent staff on the establishment and the number of full time equivalent
staff that will be on the establishment following the implementation of the Budget.

iii) Requested the Scrutiny Officer to invite Essex County Councillor Tracey
Chapman, Portfolio Holder for Environment and Waste to a meeting at the earliest
opportunity to give reasons why County have withdrawn the £100,000 recycling grant
for improving recycling.

Treasury Management and Investment Strategy

Councillor Smith, Portfolio Holder for Business and Resources, Mr. Charles Warboys,
Head of Resource Management and Mr. Steve Heath, Finance Manager, all attended
the meeting for this item.

Mr. Steve Heath presented the report on the Treasury Management and Investment
Strategy to the panel.

Councillor Willetts, whilst accepting the complex model on how the Council’s treasury
funds should be managed looked good, he felt it lacked the agility to respond rapidly
enough to mitigate emergencies such as the Icelandic Bank collapse.

In response to Councillor Willetts, Mr. Heath said the Sovereign Debt Ratings (SDR)
took a holistic view of national debt and included a number of factors such as
Government debt, Gross Domestic Product, state of the labour market and the overall
economic situation. Mr. Heath said SDR was one indicator for the Council to seek
advice as an additional check.

Mr. Warboys said the criteria within the policy allowed officers to respond to situations
daily, working strictly within the policy framework.

Councillor Smith concluded by saying the Treasury Management Team are working in a
period of unprecedented situations, though he was confident that the policy was very
robust, as had been the case in previous years.

Councillor Offen congratulated officers for their hard work in what are unprecedented
times.

RESOLVED that the panel noted the 2009-10 Treasury Management and Annual
Investment Strategy.



Councillor Sue Lissimore (in respect of being a former member of Colchester
Borough Homes) declared a personal interest in the following item pursuant to the
provisions of Meetings General Procedure Rule 7(3)

Councillor Dave Harris and Paul Smith (in respect of being current Members of
Colchester Borough Homes) declared a personal interest in the following item
pursuant to the provisions of Meetings General Procedure Rule 7(3)

53. Housing Revenue Account Estimates 2009-10

Councillor Smith, Portfolio Holder for Business and Resources, Mr. Charles Warboys,
Head of Resource Management and Mr. Sean Plummer, Finance Manager, all attended
the meeting for this item.

Mr. Sean Plummer presented the report on the Housing Revenue Account Estimates
2009/10 to the panel.

In response to Councillor Harris, Mr. Plummer agreed to provide to the panel the
number of Council garages not let on a regular basis.

RESOLVED that the Panel;
i) Noted the Cabinet report on the Housing Revenue Account Estimates 2009-10.

ii) Requested the Head of Resource Management to provide to the panel the
number of Council garages not let on a regular basis.



FINANCE & AUDIT SCRUTINY PANEL
29 JANUARY 2009

Present:-  Councillor Sue Lissimore (Chairman)
Councillors John Bouckley, Martin Goss, Dave Harris,
Jackie Maclean, Nigel Offen, Gerard Oxford and
Laura Sykes

Also in Attendance :- Margaret Kimberley
Nigel Chapman
Paul Smith
Tim Young
Substitute Members :-  Councillor Wyn Foster for Councillor Kevin Bentley

Councillor Mike Hogg for Councillor Jon Manning
Councillor Andrew Ellis for Councillor Dennis Willetts

Tim Young (in respect of his current appointment (as a Council nominee) to the
Board of Colchester Borough Homes and being a former Chairman of the Board)
declared a personal interest in the following item pursuant to the provisions of
Meetings General Procedure Rule 7(3)

Nigel Chapman (in respect of his current appointment (as a Council nominee) to the
Board of Colchester Borough Homes and being the current Vice Chairman of the
Board) declared a personal interest in the following item pursuant to the provisions
of Meetings General Procedure Rule 7(3)

Councillor Dave Harris (in respect of his current appointment as a Council nominee
to the Board of Colchester Borough Homes) declared a personal interest in the
following item pursuant to the provisions of Meetings General Procedure Rule 7(3)

Margaret Kimberley and Paul Smith (in respect of their current appointments (as a
Council nominee) to the Board of Colchester Borough Homes) declared a personal
interest in the following item pursuant to the provisions of Meetings General
Procedure Rule 7(3)

Councillor Wyn Foster and Councillor Sue Lissimore (in respect of their former
appointments as Council nominees to the Board of Colchester Borough Homes)
declared a personal interest in the following item pursuant to the provisions of
Meetings General Procedure Rule 7(3)

54. Review of the Responsive Repairs and Decent Homes Contract

Mr. Peter Nourse, Topmarks Consultants, Mr. Adrian Pritchard, Chief Executive,
Colchester Borough Council, Ms. Alison Inman, Chairman of Colchester Borough
Homes, Mr. Greg Falvey, Chief Executive, Colchester Borough Homes, Councillor
Beverley Oxford, Portfolio Holder for Neighbourhoods, Mr. lan Vipond, Executive
Director, Colchester Borough Council, Mr. Matthew Young, Head of Street Services,
Ms. Lindsay Barker, Head of Strategic Policy arlwd Regeneration, Councillor Tim Young,



Former Chairman and current member of Colchester Borough Homes, Councillors
Chapman and Kimberley, former Portfolio Holders for Neighbourhoods and current
members of Colchester Borough Homes, and Councillor Smith, current member of
Colchester Borough Homes all attended the meeting for this item.

Have Your Say

Mr. Patrick Duggan, a resident from St. Andrews Ward, addressed the panel saying he
was initially in favour of the Alms Length Management Organisation (ALMO) at its
inception, but soon began to have major concerns about the organisation, believing that
there was a clear conflict of interest for those tenants and leaseholders of the
Colchester Borough Homes Board. Mr. Duggan did not think these board members
could act in the best interests of all tenants.

Mr. Duggan concluded by saying that given all the meetings that took place over many
years to resolve issues with the contracts he could not comprehend that the cost of this
contract could overrun to the extent that it had.

Mr Day, a resident from the Dutch Quarter, addressed the panel saying that in 2004 a
surveyor and window company representative came to his home to survey the property
with a view to bringing it up to a decent home standard, and was advised the work
would commence in February of that year. Nothing happened, and he was told the
paperwork had been lost. Mr. Day said his property was surveyed a further two times,
and in this time spoke to various officers who advised him that his property was also in
need of external decoration. At the time that a new boiler was installed into his
property, Mr. Day said the contractor damaged his bath and this was not replaced. Mr.
Day concluded by asking how far done the line were we in completing the Decent
Homes Programme.

Mr. Watson, a Colchester resident, addressed the panel saying that he believed that
Colchester Borough Homes and Councillors were to blame for the mess we are in

now. Mr. Watson was angry at the amount of money that was thrown at properties in the
St Anne’s and St Andrew’s Wards whereas it now appeared that tenants would have to
do with a reduction in the level of work to be undertaken at each property, having been
told by the former Chief Executive of Colchester Borough Homes that extra finances
would be made available and tenants would receive new kitchens. Mr. Watson
concluded by saying he and other tenants had been let down by Colchester Borough
Homes.

Mr Wright, a Colchester resident, addressed the panel, asking for a response to the
following questions. As a result of the partnership contract problems: Has the internal
systems and controls being strengthened? Do the current members of the Board of
Colchester Borough Homes have a better understanding of the organisations
finances? Will Colchester Borough Council suffer as a result of the additional funding
required to complete the Decent Homes Programme? Will the Council incur financial
penalties if the Decent Homes Programme is not completed within the prescribed time
scales?

Review of the Responsive Repairs and Decent Homes Contract
2



The report on the Responsive Repairs and Decent Homes Contract was presented to
the panel by Mr. Nourse.

In response to Councillor Hogg, Mr. Nourse said a list of names who attended the
Wivenhoe Away Day in January 2006 would be given to members of the panel.

Mr. Nourse, in response to Councillor Offen, said he believed that the benefits of a
partnership working contract was it gave more scope for innovation and new
approaches, giving the introduction of hand held terminals as an example of innovation.
Mr. Nourse confirmed that the Strategic Partnership Group (SPG), represented by all
three partners dealt with all strategic partnership issues, whereas the Core Operational
Group (COG) dealt with day to day detail.

Mr. Nourse confirmed that the responsibility for developing financial controls and
systems was a joint project between all three partners.

Mr. Nourse confirmed to Councillor Oxford that the level of work, that is the number of
components used, not the standard of the work undertaken, was reduced once it
became apparent that rural properties would require greater finance than was originally
anticipated, thereby reducing the level of funding available for the outstanding
properties. Mr. Nourse also confirmed that what transpired following the appointment
of the Service Manager in 2006 confirmed the need for this post from the outset of the
contract.

In response to Councillor Harris, Mr. Nourse said a lot of lessons had been learnt
during the whole period of the contract, and as stated in paragraph 8 of his report. In
terms of the issues and problems that occurred, Colchester is not unique in their
experiences, and whilst there was pressures to obtain a 2 star rating and with this the
Government funding, this goal needed to be complimented by the things listed in
paragraph 8.

Mr. Judd, Scrutiny Officer confirmed to Councillor Goss that no minutes were recorded
of the Wivenhoe Away Day, though there was a bullet point summary of the work
undertaken at this event, that would be made available to the members of the panel.
Later on in the proceedings, Mr. Pritchard explained that the Wivenhoe Away Day was a
working meeting attended by senior officers and representatives from Colchester
Borough Council, Colchester Borough Homes and Inspace. It was later on during the
event that the Portfolio for Housing, and the Chief Executives of Colchester Borough
Council and Colchester Borough Council and the Chair of Colchester Borough Homes
attended to hear a summary of the developments of the day, and the controls agreed to
be implemented, that included the appointment of a Service Manager.

Mr. Nourse confirmed to Councillors Offen and Lissimore that he had been provided
with a comprehensive minute of Colchester Borough Home’s public meetings that he
had requested.

In response to Councillor Ellis, Mr. Nourse said that whilst all three partners knew their
roles and responsibilities, it was not until following the Wivenhoe Away Day did these
become firmly imbedded, and the lessons learnt from Wivenhoe should have been
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sorted out earlier in the contract. Officers from all three partners should have been
provided with the appropriate training at the outset of the contract, with appropriate
ongoing training thereafter.

The Chairman thanked Mr. Nourse for attending the meeting and addressing the panel.

Ms. Alison Inman, Chairman of Colchester Borough Homes, Mr. Greg Falvey, Chief
Executive of Colchester Borough Homes and Councillor Tim Young, Former Chairman
of Colchester Borough Homes addressed the panel.

Ms. Inman, a member of Colchester Borough Homes since 2007 and Chairman of
Colchester Borough Homes since October 2008 spoke about the governance
arrangements at Colchester Borough Homes, saying the Board of Colchester Borough
Homes was made up of fifteen members, including six Colchester Borough Council
Councillors, with sub committees such as the Finance and Audit Sub Committee that
provide the scrutiny. Ms. Inman confirmed that all meetings are fully minuted.

Ms. Inman spoke about the complexity of the partnership arrangements, though this
type of contract arrangement had gained industry wide recognition, including the Audit
Commission and the Confederation of British Industry (CBI).

Mr. Greg Falvey addressed the panel explaining that he believed the report by Mr.
Peter Nourse on the partnership arrangements is the clearest report to date, with the
recommendations agreed upon. Mr. Falvey said he commenced work at Colchester
Borough Homes in 2007 with the situation regarding the partnership being
uncomfortable from the outset of his employment, though he believed matters were at
this time being dealt with robustly by both the Colchester Borough Homes Team and
the Colchester Borough Council Team working together.

Councillor Young addressed the panel, firstly stating that the Former Chief Executive of
Colchester Borough Homes was unavailable to attend this meeting due to genuine
reasons. Councillor Young believed the establishment of Colchester Borough Homes
was one of the greatest achievements of Colchester Borough Council since that time,
explaining that prior to the commencement of the Decent Homes Programme, housing
repairs and refurbishment was in a total mess, but now totally transformed. Councillor
Young praised the report of Mr. Nourse for great clarity.

Councillor Young said all members of the board of Colchester Borough Homes served
Colchester very well and he believed there was no conflict of interest having Colchester
tenants as board members, believing they have Colchester at heart. Councillor Young
believed that the Audit Commission’s two star assessment of Colchester, coupled with
the possibility of improvement, proved that Colchester's ALMO was one of the best in
the country.

Councillor Young confirmed that St. Andrew’s Ward was the fifth ward to have the
Decent Homes Programme undertaken, and he and Ms. Inman later in the
proceedings, confirmed that the standard of materials used in the decent homes
upgrades had not lowered, though what had changed were the number of components
being replaced in each property.
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In response to Councillor Maclean, Mr. Falvey said the decent homes contract was
jointly managed by the three partners with the Strategic Partnering Group (SPG) having
overall strategic control, though the partnership had deteriorated over a period of four
years leading to the Wivenhoe Away Day. The SPG was represented by officers and
members of Colchester Borough Council and Colchester Borough Homes and officers
from Inspace. Councillor Young said the minutes of meetings of the SPG were fed
back to the board of Colchester Borough Homes. Mr. Falvey confirmed to Councillor
Foster that the three partners of the SPG had equal voting rights, though in respect of
importance, the Council was the client, Colchester Borough Homes was the agent and
Inspace was the contractor.

In response to Councillor Lissmore’s comment that she, as a board member in 2006-
2007 believed that board members were kept in the dark over what was happening, Ms.
Inman felt it was believed that members had the necessary experience needed to
understand what was happening and what was being done to manage the situation.
Councillor Goss said it was for members to question and challenge, and therefore
know what was happening.

Councillor Lissimore said questions were asked, but she doubted the accuracy of
information given to members in response. Given Ms. Inman’s belief that this would not
of been the case, Councillor Lissimore said she would be prepared to discuss this
further outside the meeting.

Mr. Falvey, in response to Councillor Offen said he considered, given the huge size of
this construction contract that the partnering ethos from the outset was laudable, and
this type of contract was being pushed in the public sector by the Audit Commission.
Councillor Young concurred with Mr. Falvey, adding that it was generally considered
that difficulties with the contract began to surface when the building contractor moved
from a private company to a public limited company. Councillor Young also believed
the SPG was an open and transparent process and did not hide things from the
Colchester Borough Homes board.

Mr. Falvey confirmed to Councillor Offen there had been control problems with the Gas
Service contract which had led to punitive action.

In response to Councillor’s Ellis and Harris, Councillor Young said that the inclusion of a
‘break-clause’ within this type of contract was now recognised as important, though it
should also be recognised that other large dual partnering contracts e.g. the provision
of the Council’s IT Services, with commitment from all partners, did work well.

Ms. Inman confirmed to Councillor Harris that having the Asset Management function
devolved from Colchester Borough Council to Inspace was in retrospect, probably a
mistake, though this function did now fall under the management of Colchester
Borough Homes.

Ms. Inman said she regretted that the decent home programme had not yet been
completed, but knew every effort was being made by officers to ensure the future
upgrade of homes in rural wards would be done as soon as was possible.
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Responding to Councillor Goss, Councillor Young said all contracts have the potential
to fail, though he believed the decent homes contract did not fail totally, confirming that
to date, 5,000 properties had been brought up to the decent homes standard.
Councillor Young also confirmed that he believed the morale of staff within Colchester
Borough Homes was always a concern to himself and executive officers, though he
believed from memory that morale remained good, with sickness levels within the
organisation, a good measure of morale, and these were lower than the Council’s
during the height of the contractual dispute(s). Ms. Inman said the situation for all staff
leading up to the contract drawing to an end was difficult for all three partner
organisations, but confirmed the atmosphere was now changing, and with teams now
working together improvements to working conditions was evident.

In response to Councillor Lissimore, Mr. Falvey said there was inevitable concern at
executive level for the morale of staff at Colchester Borough Homes, anecdotally
considered good at the outset of the contract, and it was understandable that staff
sickness was discussed by a sub committee of Colchester Borough Homes during the
course of the contract. Mr. Falvey said that staff now had a sense of liberation since
moving on in 2008.

Ms. Inman said she was confident for the future, with the responsive repair service
ongoing and costs being driven down. The remaining Decent Homes programme
would be delivered by the Council and she hoped that Colchester Borough Homes
would have the opportunity to manage this on the Council’s behalf, and sincerely hoped
there would not be a recurrence of previous events.

Mr. Falvey thanked the panel for the evening’s open dialogue, and expressed his
gratitude to officers at the Council and Colchester Borough Homes for their efforts in
difficult times. Staff had been critical but honest of each other, and with jointly owned
aspirations, the dialogue between the partners was now positive and very good. Mr.
Falvey also paid tribute to the former Portfolio Holders for Neighbourhoods for their
work during the difficult times.

Mr. Adrian Pritchard, Chief Executive, Colchester Borough Council, Mr. lan Vipond,
Executive Director, Colchester Borough Council and Mr. Matthew Young, Head of
Street Services, Colchester Borough Council addressed the panel.

Mr. Pritchard explained that he began his employment with Colchester Borough Council
as Executive Director and one of his first tasks was that of lead director with
responsibility for negotiating the contract with Inspace and setting up the ALMO. Mr.
Pritchard said the outset of the commencement of this contract was at a time when the
Council was experiencing difficulty in employing the adequate number of qualified and
skilled building trade staff, there was no repair service in terms of bookings and
tradesman were only completing between one to five jobs per day. The contract was a
three partner contract that would provide a responsive housing repair service and an
upgrade to council homes to a decent standard, though the Council had the ultimate
responsibility given that the properties were the Council’s properties and the tenants
were the Council’s tenants. It was explained that the Council was encouraged to go
down the ‘partnership’ route, with the Council already engaging in a number of similar
and successful contracts. Anthony Collins Solicitors are leaders in the field for this
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type of contract and it was fitting that their lawyers were tasked with setting up the legal
agreement.

Mr. Pritchard explained that the legal agreement required the Council to have the
partnership agreement with the contractor, with Colchester Borough Homes acting as
the managing agent. Colchester Borough Homes were unable to enter into the
partnership agreement, as should they have defaulted, they would have had no assets
for the contractor to claim against.

In regards to the working of the contract, Mr. Pritchard said the initial contract was
negotiated with the private company Willmott Dixon, an excellent contract, with no major
issues in the first two years of the contract. Auditors stated in 2005 that there were
serious financial control issues that were addressed in 2006 and given an audit
assurance. Willmott Dixon performed very well in the first two years of the contract, but
when this company was floated as a public limited company with shareholders the
culture of the organisation changed. It was no longer a family owned company but one
needing to satisfy shareholders. From 2005-06 onwards the Council started to
experience real problems with a major breakdown in partner relationships in the final
two years of the contract.

In response to Councillor Lissimore, Mr. Pritchard said that whilst in legal terms the
Chief Executive of Colchester Borough Homes was the Service Manager, and from the
outset of the contract a part time person was employed to carry out this function, the
Council was aware that this was not an adequate situation acknowledging that at some
stage a separate full time Service Manager would be needed.

Mr. lan Vipond explained that he was appointed Head of Housing in June 2005, at
which time a lot of work was being undertaken to try to address the teething problems
that had come from the first years of the contract, and that it was the Strategic
Partnering Group that had made the decision to organise the partnership development
day at Wivenhoe.

Mr. Pritchard responded to Councillor Ellis by saying that with lessons learnt, in
hindsight, it would have been prudent to include a break clause in the contract, and the
Council now includes break clauses in a number of their contracts. Mr. Vipond said the
contract was a good contract that allowed for a number of mechanisms if performance
was not achieved e.g. in terms of how sums of money were paid, though the contract
was not looked at until issues began to surface. The intention was for the contract to
provide savings that would enable the Council to provide further funding to the
partnership arrangement. Difficulties emerged when it became apparent that probably
all the properties rather than the original survey estimate of sixty percent of properties
would need to be upgraded to a decency standard and it became clear there was
insufficient funding for this.

In response to Councillor Oxford, Mr. Pritchard explained that whilst the auditors had
raised issues concerning significant financial control weaknesses in 2005 at the time
that the contract partner was Willmott Dixon, it was not believed that these issues were
at a level that threatened the Decent Homes Programme. Mr Pritchard confirmed to
Councillor Goss that one of the benefits of the partnership contract was to rid ourselves
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of a mountain of client functions, with the Audit Commission recommending this type of
contract on the basis of why spend money on client functions that could be used to
contribute to the financing of the contract.

Mr. Vipond explained to Councillor Goss that it was the responsibility of Colchester
Borough Homes to communicate to tenants, and that they had a good record of
keeping tenants informed. Mr. Young confirmed that tenants had received letters from
Colchester Borough Homes at various stages within the process, to inform them of
outstanding works.

Mr. Pritchard said he was sorry that there are tenants still waiting for their homes to be
upgraded to the decency standard. The Council was committed to completing the
Decent Homes Programme as soon as possible and officers are looking at ways to try
and achieve this aim.

Mr. Pritchard agreed to the resolution that would propose that future contracts would
identify the Service Manager’s responsibilities that would ensure contract controls and
systems are properly managed on a regular basis. Mr. Pritchard also agreed to a
proposal to Cabinet that an annual independent external audit of partnership systems
and controls of all ‘signifcant’ contracts should be undertaken and reported to the
Finance and Audit Scrutiny Panel.

Councillors Margaret Kimberley and Nigel Chapman, former Portfolio Holders for
Neighbourhoods, and Councillor Beverley Oxford, the current Portfolio Holder for
Neighbourhoods addressed the panel.

Councillor Kimberley paid tribute to Mr. Nourse’s report which she believed clarified the
whole situation extremely well. Councillor Kimberley, Portfolio Holder from May 2006
to May 2008, right in the thick of the difficult times expressed by others during these
discussions, and despite the difficulties, believed that a culture of trust within the
partnership was espoused. During the troubled times the concentration on inspection
took up a lot of time with a lot of management energy sidetracked to the inspection
process.

Councillor Chapman, Portfolio Holder for Neighbourhoods from May 2004 to May
2006, offered support to the evening’s review and thanked those that attended for their
contributions. Councillor Chapman said he believed that a lot of changes to personnel
in senior positions during the life of the contract contributed to a lack of continuity.
Whilst accepting that staff do move on, he believed too many staff moved too quickly.
Councillor Chapman said it was too easy in hindsight to criticise, and things could and
did go wrong, but the lack of continuity did not help the situation. Councillor Chapman
said that as a ward Councillor for a rural ward, in general, rural Council homes are older
than those within the urban wards, and by virtue of age required more work to bring up
to a decency standard. He therefore felt it was a grave misjudgement of this part of the
Decent Homes contract that suggested otherwise.

Councillor B Oxford, Portfolio Holder for Neighbourhoods said she wished to apologise
to those residents of Colchester who had through the Decent Homes process beenill
treated, saying there was now a need for both the Council and Colchester Borough
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Homes to rebuild confidence to these tenants. Councillor Oxford said there was now a
need to move forward and every effort would be made to restart the Decent Homes
Programme, concurring with the need for greater financial controls and systems, and
regular monitoring with penalty clauses.

Councillor Smith, Portfolio for Business and Resources addressed the panel saying he
was disappointed as he felt there were still some questions that remained unanswered,
issues like the cost of decency upgrades to rural homes which had been raised over a
long period of time. Councillor Smith was disappointed that issues previously raised by
the Financial and Audit Scrutiny Panel were not included in the agenda papers in the
form of minutes from these meetings, and suggested that some of the questions
raised by Councillor Lissimore could be answered through access to confidential
minutes of the Colchester Borough Homes Board meetings.

Mr. Pritchard in response to Councillor Smith said if any members felt there were
significant questions that they still required an answer to, to direct these to the
Executive Director, Mr. lan Vipond or the Chief Executive of Colchester Borough
Homes to consider and respond appropriately.

RESOLVED that the Panel;

i) Considered and noted the report on the management of the Responsive
Repairs and

Decent Homes Contract.
ii) Requested the following information;

« Alist of names who attended the ‘Wivenhoe’ event in January 2006.
« Bullet point summary of the work undertaken at the ‘Wivenhoe’ event.
« The cost of the ‘Wivenhoe’ event.

iii) Endorsed the ‘lessons learnt’ as identified in paragraph 8 of the report and
recommended these to Cabinet for consideration and implementation, in respect of
significant contracts of this type.

iv) Proposed to Cabinet that future contracts would identify the Service Manager’s
responsibilities and that in turn would ensure contract controls and systems are
properly managed on a regular basis.

V) Proposed to Cabinet that an annual independent external audit of partnership
systems and controls of all ‘significant’ contracts should be undertaken and reported to
the Finance and Audit Scrutiny Panel.
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Item

@ Finance and Audit Scrutiny Panel 1 1
coLcoesTer 24 February 2009
—
Report of Head of Street Services Author Dave McManus
Tel. 282625
Title Sale of Recyclable Materials
Wards None
affected

To review and comment on the current arrangements for the sale of
recyclable materials which will be used to inform the further development
and procurement in this area.

1. Action required
The Panel is asked to note and comment on the details of this report

2. Reason for scrutiny
This report has been produced in response to the request from the Panel from it is
meeting on 29" July 2008. It seeks to clarify the price paid by the Council for the various
items it collects for recycling.

3. Background
Colchester Borough Council currently collects the following materials for resale:

Paper

Cardboard

Glass

Cans
Plastics

Garden waste is not sold but is subject to composting credit income from Essex County
Council. All other recycled materials are subject to recycling credit income from Essex
County Council.

3.1 Contractual arrangements

There are currently no formal documented contracts for the sale of recycled materials
although there are agreements in place with various contractors as detailed in the
following paragraphs. In summary the current arrangements for the collected materials
are:

¢ Mixed Glass — bring sites emptied by Berrymans.

e Mixed Glass - collected at kerbside and taken to Shrub End Depot before being
delivered to Berrymans at Thurrock or Dagenham.

e Mixed Cans — collected and taken to Shrub End Depot before being delivered loose
by CBC to James Heys and Sons, Canvey Island

e Mixed Cans — bring sites serviced by CBC and delivered to Shrub End Depot
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3.2

3.3

e Mixed Paper and Cardboard — baled without sorting by CBC and collected from
Shrub End Depot by James Heys and Sons, Canvey Island

¢ Mixed Plastics — baled by CBC and collected from Shrub End Depot by James Heys
and Sons, Canvey Island

General

The Procurement Hub (Braintree District Council) was asked to investigate alternative
arrangements or contracts and to date has been unable to present a cost-effective
alternative to the present system. A summary of their investigations is included as
Appendix One to this report.

At the time of the initial work it was likely that final agreement of Joint Municipal Waste
Management Strategy (JMWMS) for Essex and the associated Inter Authority
Agreements (IAA) would change both collection practices and the way recycling
materials are processed, although the impact of this on materials handling was unlikely
to be evident during the next 2 years. Therefore an interim and flexible arrangement
was proposed and it was intended to formalise the current arrangements for a period of
2 years, with an option to extend for up to a further 2 years.

It is now unknown whether the Council’s relationship with Essex County Council will
result in changes to collection practices and the way recycling materials are processed.
The Council could therefore consider entering into a longer-term arrangement although
this will be impacted upon by the Options Appraisal work which also appears on the
Panel’s agenda for this meeting.

The Procurement Hub concluded that it felt CBC was receiving value for money in their
current arrangements. Other than the changes for the sale of steel and aluminium cans
the arrangements remain unchanged.

Following consultation with the then Portfolio Holder for Street Services on Thursday 17

April 2008 the Portfolio Holder for Street Services agreed to invoke Contract Procedure

8[4] authorising an exception to the requirement to invite tenders in respect of the sale

of recycling materials. This was based on the following reasons:

e The contract to be entered into is an extension of current arrangements and that
these arrangements are of a specialist nature

e The need for the contractor to be relatively locally based and are reliant on the
supplier of the services being able to handle the mix of materials as presented by the
Council

e The contractor can show evidence of an acceptable audit trail for the onwards
processing of the materials supplied.

Although a draft contract has now been prepared it has not yet been awarded or
approved by the current administration.

Berrymans

A contract previously existed which has now expired. Despite extensive research
through professional contacts and organisations there are very few, if any alternatives to

these arrangements. It is therefore advisable to re-negotiate this contract with
Berrymans.
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3.4

James Heys and Sons

Colchester Borough Council has for around 15 years had an arrangement in place with
James Heys and Sons Ltd, Canvey lIsland, for the reprocessing of the paper and
cardboard collected through its kerbside collections. This arrangement was put in place
when the existing arrangement with Essex Reclamation became ineffective and
collections were unreliable. In recent years plastics and mixed cans have been added to
these materials.

James Heys and Sons in turn then remunerate the Council at an agreed rate per tonne.
The prices reflect the current market trends. There is currently no formal mechanism to
review these prices although the prices are adjusted on a six-monthly basis based on
current market price available.

Last year the Council investigated expanding its range of collectable plastics. At this
time James Heys and Sons were approached after an alternative company in Boreham
confirmed that they are capable of accepting all plastics subject to a few exceptions
detailed within the Councils recycling guide. This firm, however, required a payment of
£75 per tonne to accept the mixed plastics collected rather than the income the Council
receives under the present arrangement. At this time James Heys and Sons were able
to confirm the audit trail of these materials and ensure that they were all used in the
recycling industry. The Council at that time made a decision to extend the range of
plastics collected at kerbside based upon this confirmation.

Materials

In 2007/08 the Council collected the following tonnage’s of materials

Material Tonnage
Paper & Card — kerbside 7,482.06
Paper & Card — bring sites 388
Glass — kerbside 3,057.3
Glass — bring sites 529.6
Cans — kerbside 541.1
Cans — bring sites 17.37
Plastics — kerbside 634.56
Plastics — bring sites 3.34
Books — bring sites 7.213
Textiles — bring sites 175.68
Totals 12,836.22

The tonnages of materials expected to be collected in 2008/09 will exceed this figure
based on the actual situation up until December 2008. In evidence of this the graph
below shows the collections compared over the Christmas period for the last four years.
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4.1

4.2

Options

There is little doubt that there are options available to the Council. These options
include engaging once more with the Procurement Hub, looking at delivery to Material
Recycling Facilities (MRFs), advanced material separating at Shrub End or formalising
current arrangements.

Procurement Hub

Although this arrangement was explored in 2007/08 it is still available to the Council.
The Hub would explore markets informally initially to receive indicative prices and then
formally to award contracts. At this current time it is unlikely that the results of the
exercise would have different results as the market for recyclable materials is poor.

MRFs (Material Recycling Facility)

There are a number of facilities available and currently used by Essex Authorities.
MRFs specialise in taking co-mingled materials, but would accept materials such as
those collected in Colchester. It is though unlikely that they would accept materials
contained in clear plastic sacks.

There also other issues associated with MRFs and in most cases mixed plastics, of the
types we collect, and gummed envelopes would be rejected. This would not only result
in a downturn in our recycling performance, but would require significant re-education of
our customers.

Despite these issues the significant one would be the loss of income. Should the
Council deliver materials to any of the available MRFs it is likely that a gate fee would
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4.3

5.1

be payable per tonne. This gate fee would be instead of income received and would
therefore have a significant and detrimental effect on the Council’s budgets. It should
also be noted that in the current market some MRFs are reportedly refusing to accept
certain materials.

Improvements to Shrub End Depot

In the past materials collected in the Borough have been sorted at Shrub End Depot and
then delivered directly to the various mills. As a result of this a better price was
received. Increased recycling and the methods of collections have ruled this out in the
existing facility. Combined recycling rates alone have risen from 21% in 2001/02 to
almost 33% in 2007/08. This in turn means in the region of 75% additional tonnage to
be handled given the additional growth in households.

It is almost 15 years since Shrub End Depot saw any improvements to the handling
machinery when a £125,000 baling machine was installed. This machinery is now
outdated and in need of replacement. Replacement of a similar machine would be likely
to cost in the region of £225,000.

If extensive material sorting was to be attempted it would require significant capital and
revenue investment. The current volume of materials collected would certainly require
improved infrastructure and machinery. The option has not been fully evaluated but
would certainly require capital investment in the region of £750,000 and ongoing
revenue investment in the region of £140,000.

This investment would therefore improve the quality of the materials collected and
sorted and would allow the Council to deal directly with the mills and re-processors. This
would then allow the potential top end of the market prices to be achieved without the
involvement of a third party, but at a significant investment cost in line with the figures
detailed above.

Market conditions
Background

The downturn in the recycling market began in October 2008. A number of factors were
identified as being the cause for the market decline including:

= Commodity prices rose very quickly in the first part of year and became over inflated.

= China closed their doors to imports of recycled materials due to the inflated prices
and also because of the reduction in manufacturing due to reduced demand for
export from the US and Europe — affecting particularly paper and plastic markets.

= Other materials such as metals are being influenced by the downturn in the
construction and automotive industries.

= Market participants were waiting for prices to fall further or holding onto recycled
materials waiting for the prices to increase.

These factors had the following impacts:

= Stock piling of material as markets closed and prices for material dropped.

= Cash flow problems for MRFs, recyclers and exporters.

= Reduced revenue income for local authorities as price of material drops.

= Risk of public confidence potentially affecting the amount of material being placed
out for collection.
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5.2

5.3

71

Current Situation

Although market prices for recovered materials are fragile at the moment, WRAP’s
(Waste to Resources Action Programme) view is that they are showing signs of
stabilising (4™ Jan 09).

WRAP surveyed 200 organisations, including local authorities, waste management
companies, re-processors and exporters, to determine market confidence and prices
before Christmas 2008. Although views were mixed, the overall sentiment was that
markets are recovering, albeit not to previous price levels and more materials are now
moving through the export market. The Chinese export market is expected to improve
after the Chinese New Year.

While demand for some lower quality recycled materials, such as those which are mixed
with other materials like plastic trays, tubs, pots and film, has dropped; there is still
capacity and demand for other high quality recyclables such as plastic bottles and glass.
Quality material is moving at good volumes and generally has less trouble finding end
markets.

A snapshot Local Government Association (LGA) survey (w/c 15" Dec), found 95% of
local authority services are continuing as normal despite the fall in prices for recyclable
materials. Only 5% of local authorities have to store recyclable materials for any longer
than usual. Further detail taken from WRAP’s Market Conditions Forum and show the
trends in specific material recycling markets for 2008 is attached as Appendix Two.

Current status for Waste Collection Authorities (WCA) in Essex

Details of WCA Collections:

WCA Collection types MRF used (if applicable)

Basildon DC Co-mingled Newport Paper (Thetford)

Braintree DC Co-mingled Nordic Recycling (Holmen’s) (Tilbury)
Brentwood BC Co-mingled Newport Paper (Thetford)

Castle Point BC Co-mingled Newport Paper (Thetford)
Chelmsford BC Kerbside sort N/A

Colchester BC Kerbside sort N/A

Epping Forest DC  Co-mingled SITA (Dagenham)

Harlow C Co-mingled Viridor (Crayford)

Maldon DC Kerbside sort N/A

Rochford DC Co-mingled Nordic Recycling (Holmen’s) (Tilbury)
Tendring DC Co-mingled Viridor (Crayford) — changing regularly
Uttlesford DC Co-mingled Edwards Recycling (Barking)

Strategic Plan References

This scrutiny report covers issues directly linked to the Strategic Plan aim of “To be
cleaner and greener’ and the priority of ‘Reduce, Reuse, recycle’.

Consultation

All consultations carried out are detailed in the main sections of this report
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8.1

9.1

9.2

Publicity considerations

The Council needs to continue to encourage its residents to recycle its waste to enable
it to maintain the level of income and recycling credits that it receives.

Financial implications
Current situation
As at 27 October 2008 the Council received the following income for these materials:

Paper & Card (mixed) £12.00 per tonne

Paper & Card — bring sites ~ -£20.00 per tonne (paid to contractor — Premier)
Glass (mixed) £10.00 per tonne

Glass (mixed) — bring sites  -£10.00 per tonne (paid to contractor — Berrymans)
Cans (mixed) £50.00 per tonne

Plastics (mixed) £45.00 per tonne

As at 3 February 2009 the Council received the following income for these materials:

Paper & Card (mixed) £5.00 per tonne

Paper & Card — bring sites ~ -£20.00 per tonne (paid to contractor — Premier)
Glass (mixed) £10.00 per tonne

Glass (mixed) — bring sites  -£10.00 per tonne (paid to contractor — Berrymans)
Cans (mixed) £10.00 per tonne

Plastics (mixed) £10.00 per tonne

It should be noted that the above prices are inclusive of collection and operational
charges. Paper, cardboard and plastics are also contained in clear plastic sacks, which
require extensive sorting. These prices are those received or paid net.

As at 27 October 2008 the materials are collected or delivered to:

Paper & Card (mixed)James Heys and Sons, Canvey Island
Paper & Card (mixed — bring sites) Premier

Glass (mixed) Berrymans Ltd

Cans (mixed) James Heys and Sons, Canvey Island
Plastics (mixed) James Heys and Sons, Canvey Island

Net Income received in 2007/8 was £188,000
Net income forecast in 2008/09 is in the region of £155,000

This loss is offset to an extent due to the increased levels of recycling, despite the
downturn in the market.

A forecast for 2009/10, assuming prices did not improve, would be in the region of
£105,000

Market prices
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10.

10.1

11.

111

The WRAP pricing report of 19 January 2009 shows prices per tonne as follows:

Material Price

Mixed papers £10 - £20
Mixed glass £15-£20
Mixed cans £20 - £40

Mixed plastics as collected by CBC are not provided.
All prices provided are those delivered directly to mills or re-processors

Income forecast for CBC based on these prices is as follows:

Material Market prices CBC actual
Mixed papers £74,820 - £149,640 £74,820
Mixed glass £45,855 - £61,140 £30,570
Mixed cans £10,820 - £21,640 £5,410

These materials are kerbside collected only.

Against market prices CBC could increase income in the region of £26,695 - £121,620.
This increased income would be subject to increased expenditure (delivery) and
procurement of suitable mills or re-processor. These prices are also “best available” and
not necessarily guaranteed.

It is also unlikely that top or bottom range prices for paper particular would be achieved
as CBC collects and delivers in clear plastic sacks. Additional sorting at Shrub End
Depot would be required in advance of delivery to mills. Taking this into account it is
unlikely that the Council would increase its income if materials continued to be collected
and processed using current methods.

It should be noted that the exercise conducted by the Procurement Hub in 2007/08 did
not realise market prices.

Risk Management implications

The Council collects recycled materials in a manner that has been found to be
commercially unacceptable to most pre-processors. There is a significant risk that
moving away from current arrangements could result in changes needed to be made to
our collection methods. This may have a negative effect on the overall recycling rate
and would require extensive re-education to achieve public participation.

Other Standard References
Having considered equality, diversity and human rights, health and safety and

community safety implications, there are none which are significant to the matters in this
report.
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Appendix One
Procurement Hub
In 2007/2008 the Procurement Hub, through John Wickes (Braintree District Council), were

asked to investigate the current position and evaluate the current arrangements in terms of
value for money for CBC.

The exercise found the following:

Material Company 1 Company 2 Comments

Paper - not | Aylesford Holmen Paper | CBC do not currently

mixed Newsprint Ltd, | Ltd. Berth 6, | collect material this way
Newsprint House, | Basin 3, Kent,|and do not have
Bellingham Way, | ME4 4SR 01634 | resource or facility to
Aylesford, ME20 | 899301 — Charles | achieve
7DL 01622 | Thompson
796000 - Gill
Denburgh

Paper and Card | Essex Newport Paper, | Both companies require

— mixed Reclamation, 7 | Aston House, 3 | payment per tonne
Perry Road, | Springfield rather than income to
Witham, Essex, | Industrial Estate, | CBC
CM8 3UD, 01376 | Newport, Essex reclamation has
503773 — Chris | Shropshire, TF10 | also been used
Short 7NB, 01952 | previously. Reliability

811121 — Esther | was poor at that time.
Kirby

Mixed plastics * | Recoup Services | Roydon Both companies require
Ltd, 1 Metro | Polythene Ltd, | payment per tonne
Centre, Welbeck | Dumers Lane, | rather than income to
Way, Woodston, | Redcliffe, CBC
Cambridgeshire, | Manchester, M26
PE2 7UH -]2QS
01733 390021

Steel European Metal | Corus (UK) CBC do not currently
Recycling Ltd, 29 collect material this way
Ridder Street, and do not have
Canning  Town resource or facility to
London achieve

Aluminium Novelis UK, | SB Wheeler, | CBC do not currently
Latchford  Lock | Industrial Estate, | collect material this way
Office, Warming, | Waltham Road, |and do not have
Cheshire, WA4 | Boreham, CM3 |resource or facility to
7NR- 01325 | 3AW achieve
784136

Mixed steel and | SB Wheeler, For approximately 10

aluminium Industrial Estate, years prior to 2008 this
Waltham Road, company were used for
Boreham, CM3 the reprocessing of CBC
3AW — 01345 can collections. In 2008
468907 they cancelled the

arrangement without
notice.
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This company have
recently been removed
as contractor for the
removal of abandoned
vehicles due to
unreliability

Brown glass

Ol Manufacturing,
Edinburgh  Way,

Berrymans,
Lidgate Crescent,

CBC do not -currently
collect material this way

Harlow, CM20 | Langthwaite and do not have
2UG - 01279 | Grange Industrial | resource or facility to
773032 — Martin | Estate, South | achieve
Langshaw Kirby, West
Yorkshire, WF9
3NR - 01977
608020 — Brian
Head -
07712490403
Green glass Ol Manufacturing, | Berrymans, CBC do not currently
Edinburgh Way, | Lidgate Crescent, | collect material this way
Harlow, CM20 | Langthwaite and do not have
2UG - 01279 | Grange Industrial | resource or facility to
773032 — Martin | Estate, South | achieve
Langshaw Kirby, West
Yorkshire, WF9
3NR - 01977
608020 — Brian
Head -
07712490403
Clear glass Ol Manufacturing, | Berrymans, CBC do not currently
Edinburgh Way, | Lidgate Crescent, | collect material this way
Harlow, CM20 | Langthwaite and do not have
2UG - 01279 | Grange Industrial | resource or facility to
773032 — Martin | Estate, South | achieve
Langshaw Kirby, West
Yorkshire, WF9
3NR - 01977
608020 - Brian
Head -
07712490403
Mixed glass Berrymans, Current contractors

Lidgate Crescent,
Langthwaite
Grange Industrial

Estate, South
Kirby, West
Yorkshire, WF9
3NR - 01977

608020 - Brian
Head —
07712490403

* Only recognised recyclable plastics accepted
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Appendix Two — WRAP Market Conditions Survey — December 2008

Glass - Although they have fallen slightly since September, prices for recovered glass
containers and glass PRNs have remained stable throughout 2008.

= Green Average
w==Clear Average

Recovered glass container prices

monthly average £ per fonne
Last updated December 19th 2008 = Amber Average
Mixed Average
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Source: WRAP Materials Pricing Reports (December figures are WRAP estimates)

Paper — UK prices for recovered paper fell sharply in November, with Mixed Paper & Board
falling by 100%, OCC by 64% and News & Pams by 45% against the October average. Early
indications for December show a slow in the fall of News & Pams prices and slight price rises
for both Mixed Paper & Board and OCC.

Prices for recovered paper = Mixed paper & board
monthly average £ per tonne — N ows & pams
Last updated December 18th 2008
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Source: WRAP Materials Pricing Report (December figures are WRAP estimates)

*OCC = 0lId Corrugated Containers
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Plastic - The price obtained for recovered bottles of all types fell sharply in November, with
mixed plastics falling by 62%, coloured PET and mixed HDPE both falling by 46% and clear
PET falling by 29%. Early indications for December show that the price for coloured PET has
fallen to zero and that the price for clear PET is continuing to fall. Mixed HDPE and mixed
plastics prices on the other hand have both recovered slightly.

Prices for recovered plastic bottles Clear PET
monthly average £ per tonne Coloured PET
Last updated December 18th 2008 e | ixed HOPE

Mixed polymers
250

200

150

100

Dec- Jan- Feb- Mar- Apr- May- Jun- Jul- Aug- Sep- Oct- Nov- Dec
07 08 08 08 08 08 08 08 08 08 08 08 08

Source: WRAP Materials Pricing Reports {December figures are WRAP estimates)
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Metals - Ferrous metal prices continued to fall in November. Steel prices have fallen by 87%
and iron prices by 88% since their peak in June. Non-ferrous prices fell sharply in October and
November, having been relatively stable over the previous 12 months. Compared to the
September average, the price for recovered stainless steel has fallen by 66%, zinc by 60%,
brass by 58%, aluminium by 56% and copper by 49%. The prices achieved for metal
containers fell sharply in November, with aluminium prices falling 43% versus the October
average. Steel cans are currently estimated to be trading at £5 per tonne against prices of
over £200 per tonne just a few months ago.

Steel giant Corus withdrew from the scrap metal market pre Christmas and it expects to re-
enter the scrap market in the second quarter of 2009. Demand for steel cans has been hit by
the downturn in the automotive and construction industries. However, the company has
revealed that it is unlikely to look at buying packaging - including cans - until the second half of
the year, due to the ongoing economic downturn (letsrecycle.com 12/01/09).

Recovered metal beverage container prices Alurniniurm
monihly average £ per fonne s G
Last updated Decomber 18th 2008

Mixced

1000 |

1
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Scarce: WRAF Malerais Pricing Reporis [December figues are WRAP estimales)
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Item
@ Finance and Audit Scrutiny Panel 12

COLCHESTER 24 February 2009
Report of Head of Resource Managment Author Sean Plummer
™ 282347
Title Financial Monitoring Report — April to December 2008
Wards Not applicable
affected

The Panel is invited to review the financial performance of all
General Fund services and the Housing Revenue Account for the
first nine months of 2008/09

1. Action required

1.1 The panel is asked to note the financial performance of General Fund Services and the
Housing Revenue Account (HRA) in the first nine months of 2008/09.

2, Reason for scrutiny

2.1 Monitoring of financial performance is important to ensure that:
e Service expenditure remains within cash-limited budgets.
e Potential variances at year-end are identified early so that remedial action can be
taken to recover the position or ‘recycle’ any surplus budgets.
e Performance targets are being met.

2.2  This report also gives the panel the opportunity to hold Service Managers and Portfolio
Holders accountable for their budgets.

3. Background and Summary Position

3.1 This report reviews the Council’'s overall position based on profiled income and
expenditure for the nine months to 31 December 2008, and also shows a projection of
the outturn figures for the full year. All the information presented in respect of General
Fund Services shows the position based on net ‘direct costs’. The review of the Housing
Revenue Account is different in that it shows all costs, both direct and indirect.

3.2  The projected outturn for the General Fund is currently a small overspend of £39k. This
takes account of proposed mitigating action and is in line with the assumption used in
setting the 2009/10 budget. The Housing Revenue Account is currently projected to be
over budget by £45k.

4, General Fund - Position to 31 December 2008

Service Budgets

4.1 Appendix A summarises the Council-wide position by expenditure group and by Service
Group. The net position shows a variance against profiled budget for General Fund
Services (excluding benefits) of £173k (favourable). This comprises total expenditure
being £1,057k lower than expected and less income than expected totalling £884k.
Appendix B provides a more detailed view, breaking this information down by individual
Service Groups.
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4.2

4.3.

4.4.

4.5.

5.1

Both Appendices A & B to the report include traffic light indicators. The thresholds are as
follows:

Green — Variance less than £50k and 5% of budget

Amber — Variance greater than £50k OR 5% of budget

Red — Variance greater than £50k AND 5% of budget

A number of factors have led to the position against profiled budgets. The main
variances are as follows (F=favourable; A=adverse):

Expenditure

e Employees. £178k (F), due to vacancies. However, the budget also includes a
savings target of £515k relating to staff turnover.

e Premises. £138k (F), mainly relating to repairs & maintenance and utility costs,
however offset by additional B & B costs.

e Transport. £160k (A) mainly in respect of additional fuel costs, however the outturn
forecast is improving as fuel prices have reduced in recent months.

e Supplies & Services. £381k (F) various underspends across all services

e Third Party Payments. £212k (F), various changes across service areas including
underspends on trade waste tipping away payments to ECC and timing issues relating
to payments for hanging basket and Christmas lights.

e Transfer Payments. £309k (F), relating to concessionary fares bus tickets.

Income

e Government Grant. £200k (F), relating to Museums Hub grant income not yet
allocated to specific projects

e Other Grants & Reimbursements. £140 (A), primarily relates to debtors outstanding
for European regeneration projects.

e Customer & Client Receipts. £969k (A), Includes under recoveries against land
charges, licensing, car parking and PCN income, which is offset by additional
commercial rental income from the purchase of Rowan House.

Benefits payments are shown ‘below the line’ in Appendix A to avoid distorting the
reported position for Service Groups. It is currently projected that this area will be on
budget at year end, when the final subsidy claim is paid.

Corporate savings targets totalling £860k were built into the 2008/09 budget. The targets
and position to date is shown below and indicates significant progress has been made.

Target Identified

for year to

date

£000 £000
Salary Budgets 515 384
Procurement Savings 227 134
Income Generation 70 2
Support Services Review 48 0
Total 860 520

Outturn Forecast / Risk Areas

FASP last reviewed the outturn forecast on 18 November 2008 at which time an overall
net overspend of £345k was forecast. Since then more detailed work has been carried
out regarding salaries forecasting, income projections and other significant budget areas.
One of the main factors that continue to affect the revised budget forecast is the general
economic downturn and the resulting impact on income from areas such as planning and
building control.
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5.2

5.3

5.4

5.5.

5.6.

5.7.

5.8.

The current forecast outturn is now a net overspend of £39k as summarised in the
following table:-

£000

Service budgets 686 | See paras. 5.3 — 5.6 and Appendix C

Technical ltems /| (647) | See paras. 5.7 —5.10
Mitigating action

Potential net overspend 39

Service Budgets
The following table sets out the forecast outturn for all service areas. This shows a net
forecast overspend of £686k

Service Forecast outturn
£000

Corporate & Democratic Core On budget
Executive Management Team 50 under budget
Corporate Management 21 over budget
Customer Service Centre 2 under budget
Environmental and Protective Services 686 over budget
Life Opportunities 267 over budget
Resource Management 521 under budget
Strategic Policy and Regeneration 215 under budget
Street Services 500 over budget
Total all services 686 over budget

Appendix C sets out details of all forecast variances against service budgets at the year-
end totalling £686k. The main cost pressures contributing to this position are
summarised below and are mostly linked to some extent by current economic
conditions:-

e Reduced net income from planning and building control fees £0.7m
¢ Reduced income from car parking (both on street and off street) £0.3m
e Reduced income from land charges £0.1m
e Higher energy costs and reduced income in sports and leisure £0.2m
e Higher fuel and vehicle costs £0.1m

The impact of these pressures within services areas has been offset by some significant
savings or additional revenue. The main area being a reduction in cost of £0.4m in
respect of concessionary fares achieved through negotiating an agreement with other
local authorities in the Essex area and the bus operators with regard to the cost of the
national scheme.

In addition some underspends are due to delays in spending and have been identified as
potential budget carry forward items. If these items are agreed then this would result in
an overall budget deficit.

Mitigating Action and Corporate / Technical ltems

Appendix D sets out the current forecast variances in respect of the corporate and
technical items within the budget such as net interest earnings and the provision to repay
debt.

Furthermore some additional income has been received through grants which have not
been allocated to spending such as Housing Planning and Delivery Grant (HPDG) and
Local Authority Business Growth Incentives (LABGI).
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5.9.

5.10.

5.11.

5.12.

5.13.

6.1

6.2

6.3

As shown at paragraph 4.5 progress has been made towards achieving the corporate
targets in the budget. For example the largest target in respect of salary savings is
forecast to be achieved by the end of the year. This includes savings made through the
redeployment of staff and through holding certain posts vacant as well as general
turnover savings.

Forecasts have been made for all targets and some are not expected to be fully
delivered by the year end. These shortfalls are shown at Appendix D

Main Risks to current forecast

The 2008/09 Revenue Budget report that was approved by Council in February 2008
detailed potentially significant risk areas that had been identified during the budget
process. In addition, Heads of Service have identified a number of both positive and
negative risk areas. These take into account the actual expenditure and income position
to 31 December 2008, known variances and forecast changes to 31 March 2009. The
current position for the most key areas is detailed in Appendix E. The most significant
items that may have an impact on the current forecast are:-

ongoing impact on income projections of economic climate
increased energy costs

extent to which corporate targets are achieved

clarification of budget carry forward requests.

Summary position
The net forecast outturn shows a potential net overspend of £39k. As is common at this
stage in the financial year there remain a number of risks and variables to this forecast. It
should be noted that the Council general fund balances are forecast to be over £100k
higher than our current assessed prudent level. This is on the basis of the budget being
on target this year.

Senior Management Team is continuing to monitor the budget position on a monthly
basis and in view of the budget forecast is taking action to minimise the risk of a budget
deficit this year by careful consideration of non essential spending during the remaining
weeks of this year.

Housing Revenue Account

The Housing Revenue Account (HRA) is a complex account which is ring-fenced and
affected by a number of variable factors. Appendix F shows that at the end of December
2008, the HRA is underspent by £526k compared to the budget for the same period. This
is primarily due to lower expenditure on Employee costs (£56k), Support Services costs
(£172k), Premises costs (£74k), and higher rental income than anticipated (£195k).
However, it should be noted that it is anticipated the year to date underspend will reduce
as the financial year progresses. The current projected outturn for the HRA is an
overspend of £45k. The main factors contributing to the variance to date are detailed in
the following paragraphs.

The underspend on Employee costs has primarily arisen due to the effect of vacant
posts. Furthermore, the HRA receives recharges from a number of services and given
the underspend currently experienced within these areas, there is a resultant impact
upon Support Service costs recharged to the HRA.

Premises related costs are showing an underspend of £74k as at the end of December
2008. Overall, there is an underspend of £19k on Repairs and Maintenance. CBH have
produced a re-profile of expenditure for the remainder of the financial year, as required
under the deed of variation for the interim service arrangements. Consequently, the
underspend is much less than reported in previous months. There is an underspend of
£82k relating to repairs and maintenancéof pumping stations and other delegated areas.



6.4

6.5

7.1

8.1

9.1

10.

10.1

There is an overspend of £65k relating to repairs and maintenance to Homeless Persons
Units, which reflects the unbudgeted expenditure to date for Health and Safety works at
Ascott and Bardfield House. There is an underspend of £9k on Grounds Maintenance
budgets, as well as underspends relating to the timing of expenditure on Utilities costs of
£14k and £29k on Contract cleaning at the end of December

Rental income from dwellings is the major source of income to the HRA. During the
budget setting process, assumptions are made on the number of reductions in the
Housing stock through Right to Buy sales and the loss of rental income resulting from
empty properties. These assumptions are prudent as any shortfall in income receivable
during the year would have to be met from the HRA balance. There has been a marked
reduction in the number of properties being sold over the last few years, which is a
reflection of increasing house prices and affordability for tenants.

Any expenditure on the Housing Capital Programme (HIP) that exceeds the total
resources available from the Major Repairs Allowance (MRA) for the year has to be met
from the HRA in the form of a revenue contribution to capital (RCCO). As the actual
financing requirement of the outturn capital programme is not known until the end of year
position is established, it can have an impact on the HRA outturn that is difficult to
forecast at this stage of the year.

Strategic Plan references

The priorities within the Strategic Plan are reflected in the Medium Term Financial
Forecast. This makes assumptions regarding government grant and Council Tax income,
and identifies where necessary savings will be found in order to achieve a balanced
budget. The 2008/09 revenue budget was prepared in accordance with the Strategic
Plan’s priorities, in the context of the Council facing growing financial pressures. Budget
monitoring enables the financial performance against these priorities to be assessed.

Financial implications

As set out above.

Risk management implications

Risk management is used throughout the budget cycle, and this is reflected in the
strategic risk register. The 2008/09 revenue budget report that was approved by Council
in February 2008 detailed a number of potentially significant risk areas that had been
identified during the budget process. In addition, Heads of Service identify a number of
both positive and negative risk areas during the year.

Other Standard References

Having considered consultation, publicity, equality, diversity and human rights,

community safety, and health and safety implications, there are none that are significant
to the matters in this report.

Background Papers

None
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Forecast Outturn Variances

Appendix C

Service Area Variance Comment
Spend | Income Net
£000 £000 £000
Corporate
Management
Costs of recruitment / forecasts cost of
Head of Service 28 28 interim arrangements including costs of
impending recruitment exercise.
Due in part to downturn on housing
. market and the higher proportionate
Legal Services (75) 150 85 increase in personal searches which are
cheaper than full searches.
Human Resources 3 3 Small overspend on staff costs.
This budget has been reviewed in detalil
and a number of savings identified
including:-
ICT (170) 17 (152) ¢ £51k saving on telephone account
e £80k saving on application support
Way We work 6 6 NNDR costs of roundabout
Programme sponsorships.
Mainly additional election expenses
. ) offset by higher than anticipated grant
Democratic Services 26 (17) 9  |income in respect of the 2005
Parliamentary Election.
Communications Includes underspend on equality and
: ) (13) (13) | diversity for which a c/f request has
Policy and Projects been made
Lower Income due to impact of Ilift
Facilities 19 37 56 (s:lcehaenrir:]eg Zhlgﬁgec;f income from CBH re
EMT
There is an underspend on the joint
Partner roiects provision held in respect of the work
(Braintree) pro) (50) (50) | with Braintree DC and given the current
position with this initiative there will now
be a saving of £50k for each authority.
Environmental &
Protective Services
Head of Service 50 50 gi?g:?mnthlnterlm costs and cost of
Down-turn in the economy/building
industry has reduced the number of
Planning Applications. Mitigating action
. to offset some of this reduced income is
Planning (51) 522 471 | reflected in position against salaries

target. Some additional service savings
have been identified

w
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Service Area Variance Comment
Down-turn in the economy/building

Building Control (9) 206 197 industry. Sltu.atIOI’.l has got progres_swely
worse resulting in the change in the
forecast.

Env. Services (7) (7) Small underspend within service area,

Protective Services (35) 35 0 Shortfall in income matched by reduced
spending.

Professional Support (25) (25) Recruitment to post later than expected

Unit (PSU) and a saving on maternity cover.

CSC (2) (2) Overall small underspend in service.

Life Opportunities
Budget overspent at period 9 due to

Bed and breakfast 105 (20) 85 higher number of households in B & B

costs than budgeted. The position has
increased by £10k

Housing needs and 20 20 Additional employee costs of re-

options registering housing applications on-line.
Additional energy costs + and impact of

. Aqua Springs closure.

Leisure 70 92 162 The outturn position reflects a forecast
reduction in income.

Resource

Management
Additional NNDR costs resulting from
delays in property sales.

Estates 49 (167) (125) Rental income includes new income in
respect of Rowan House and some
smaller net reductions in respect of
other sites.

Saving achieved through negotiation on
the contract with bus operators and re-

Concessionary Fares (396) (396) appgr.tlon_ment. (.)f the costs across
participating districts.

Partly offset by costs of previous
appeals.

Strategic Policy and

Regeneration

Spatial Policy (165) (165) | HPDG funded work for which a carry

Housing (10) (10) | forward is requested.

Economic Funds allocated from 07/08 outturn are

(40) (40) | unlikely to be fully spent and therefore a

Development .

c/f request will be made
Street Services
Parking Services 67 258 325 | Under recovery of car park income in
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respect of both on street and off street
parking of £300k in total, offset by
additional income generated by Forest
Heath contract.

Unbudgetted rental charge re: Butt Rd
car park.




Service Area Variance Comment

Street Care (118) - (118) | £132K is in budget from funding to
support recycling trials pledged by ECC
and from recycling credits, this may no
longer be forthcoming and so the
budget has been frozen.

Recycling 123 181 304 | Estimated £96K overspend for fuel
costs (reduced from £152k)

Overspend on tyres and occasional hire
(£39k)

£100K funding was built into the budget
from ECC, income may no longer be
forthcoming so budget has been frozen
(see street care above)

Shortfall against recycling credits of
circa £30k.

Community Operations 4 (15) (11) | Saving within street warden budget.
Minor change within Small Works Team
income budget.

Total (599) 1,285 686
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Corporate / Technical Items

Appendix D

Item £°000 | Comment

Net interest earnings 200 | Revised assumption includes risk re: Icelandic deposits /
interest rates.
Some risk to achieving this given rapidly declining interest
rates.
Forecast adjusted to reflect cost of financing Rowan
House purchase (income shown under Resource
Management)

MRP — Stadium 300 | New accounting rules means no requirement to provide
for repayment of debt in 08/09

Uncommitted HPDG 115

Reduction re: pay award 60 | Saving on lower pay award than budgeted.

2008/09 savings not re-| 51 | Savings of £126k agreed at Cabinet. Unallocated balance

allocated updated to include release of £10k for dog bins.

Area Based Grant (re:| 22 | New grant rec’d in 08/09 and will be rec’d in 09/10 and

climate change) 10/11

Additional LABGI re 07/08 100 | Government has announced provisional figures in respect
of the allocation of the balance of this grant.

Probable shortfall in

corporate targets:-

Procurement (93) | Target to be rolled forward to 09/10 budget

Support Services (48) | Budget not achieved in 08/09. Budget for 09/10 set on the
basis that savings are delivered.

Advertising Income (60) | Shortfall predicted this year

Total 647
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Key Risk Areas

Appendix E

Service / Item |

Current Position / Comment

Corporate Management

Facilities — Income

The updated forecast outturn position shows that income from
functions will be under recovered at the end of the year due in part
to the lift project restricting access to some function areas.

Environmental & Protective Services

Planning income

Planning income is dependent on activity in the housing market and
as such when there is an economic downturn income is affected.
Extra income expected from Discharge of Conditions and Planning
Fees remains well below the estimated budget. This also relies on
buoyancy of housing market to sustain income levels.

The current outturn forecast allows for a shortfall of income £0.5m

Building Control income

Similarly this budget relies on the housing market to sustain income
levels. Given the current climate the forecast outturn allows for a
shortfall in income of £0.2m.

Life Opportunities

Bed and Breakfast

Given the constant pressure facing the use of B&B accommodation,
this is an area that is managed and monitored carefully.
Currently, a forecast overspend of £85k is forecast.

Grounds Maintenance

Calculation of contract variation index (GM87) identifies increase in
contract value of £88k in excess of anticipated figure. This is being
managed within the service through discussion with the contractor
and adjusting the contract specification. Budget managers have
been alerted to this pressure and a schedule has been produced
and implemented to identify how most of this can be contained
within the overall budgets.

Sport & Leisure

The risk of energy bills increasing in the second part of the financial
year was identified.

Resource Management

Concessionary Fares

The Council has been working with other Essex authorities to try
and agree changes to the funding arrangements with bus operators
and the allocation of costs between authorities. Agreement between
all parties has been reached and a reduction in costs for this year of
£0.4m delivered.

Strategic Policy & Regeneration

Coastal Initiatives

Action is now being taken on a debtor for £27k which remained
outstanding from 2005/06. Recovery of this amount is now taking
place in line with an agreed repayment profile and it is fully expected
that the full amount will be received by the year end.

Street Services

Car Parking Income

The revised fees and charges for Parking Services were
implemented with effect from 1 June 2008. The effect of this change
and the impact of the renaissance programme will continue to be
monitored closely. Currently a shortfall of income of £130k, which is
an improvement on the previous forecast and reflects the positive
impact of income over the pre-Christmas period.

Penalty Charge Notices
(PCN) Income

Risk that the revised charges for Penalty Charge Notices introduced
by the Traffic Management Act may mean that income budgets will
not be achieved as the face value of PCN’s has been changed. The
effect of the legislative change is being closely monitored. Currently
a shortfall of £170k is forecast which is an increase on the previous
forecast.
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Service / Item

Current Position / Comment

Parking Services

It is likely that the Council will receive a rental charge for Butt Road
car park. This charge was not budgeted because the car park is to
be transferred to the Council as part of a Section 106 agreement.
However, the trigger point for the release of the land is not likely to
be reached in the current financial year. Discussions are ongoing to
establish the likely liability but at present the projected outturn shows
an estimated pressure for the year of £42k. There is also a risk that
the charges could be applied retrospectively (from 1 June 2006) at
an additional cost of approximately £78k.

Waste review

Income of £100k from Essex County Council (ECC) to support
recycling trials, and additional income from recycling credits of
£172k was built into the 08/09 budget. The income from ECC may
no longer be forthcoming. Expenditure totalling £192k was built into
the budget as a result, which has now been frozen. This leaves a
figure of £80,000 which will need to be covered by an increase in
recycling credits. Figures to date for the first 9 months indicate that
we are achieving an increase in recycling, however, this may not
reach the revised budget figure and therefore currently a net
pressure of £30k has been shown in the outturn forecast.

Cross Cutting Pressures

Energy and Fuel costs

The revised forecast outturn within Street Services reflects
additional fuel costs incurred to date. This situation is improving as
fuel prices have fallen, however an overall overspend is expected.

The energy prices for electricity and gas which came into effect in
the Autumn showed a significant increase over previous prices.
Forecast outturns across service area broadly reflect the impact of
this increase, however, further variances are possible.

Achievement of
corporate targets

The report sets out that significant progress has been made towards
achieving most corporate savings targets such as procurement and
salary savings. A plan of areas to review to deliver the remaining
target in respect of procurement savings has been drafted.
Currently, there remains a risk that targets in respect of support
services and income may not be achieved due to a revised timetable
to implement an e-procurement system and the downturn in the
economy impacting on anticipated income from roundabout
sponsorship. These will be considered in more detail shortly.

All targets are monitored monthly by Senior Management Team.
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Item

@P

Finance & Audit Scrutiny Panel 1 3

24 February 2008

COLCHE

STER

I

Repo

Title
Ward

rt of Head of Resource Management Author Hayley McGrath
282461
3rd Quarter Risk Management Progress Report

s Not applicable

affected

1.1

2.1

2.2

41

This report concerns Risk Management activity between
October and December 2009

Actions Required

To note and comment upon:

» The latest risk management issues;

» The performance relating to implementing the 2008/09 risk management action plan;
» The Strategic risk register

Reason for Scrutiny

The Risk Management Strategy, which forms part of the policy framework, identifies the
Finance and Audit Scrutiny panel as being responsible for reviewing the effectiveness of
the risk management process and reporting critical items to cabinet as necessary.

Quarterly progress reports, detailing work undertaken and current issues, are provided to
assist with this responsibility.

Key Messages

> A risk management culture continues to be developed throughout the authority
with the consideration of risk issues within the 2009/10 Internal Audit plan of work.

> The 2008/09 risk management action plan continues to be implemented and it is
envisaged that all actions will be either completed or in hand by the end of the
financial year.

> The strategic risks have been rescored to assist with the identification of high
risks.

> The top two risks to the Council are:
- The Council is unable to effectively respond to changes in the Borough
economy both internally and externally
- Failure or inappropriate performance management of one or more strategic
partnerships or key contracts E.g. Haven Gateway, RCE, Serco, CBH

Supporting Information
The aim of the Council is to adopt best practices in the identification, evaluation, cost-

effective control and monitoring of risks across all processes to ensure that risks are
properly considered and reduced as far as practicable.
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4.2

4.3

4.4

4.5

5.1

5.2

6.1

In broad terms risks are split into three categories:

> Strategic — those risks relating to the long term goals of the Council
> Operational — risks related to the day-to-day operation of each individual service
> Project — consideration of the risks occurring as a result of the Council’s

involvement in specific initiatives

Strategic risks are essentially those that threaten the long term goals of the Council and
therefore are mainly based around meeting the objectives of the Strategic Plan. They
may also represent developing issues that have the potential to fundamentally effect
service provision, such as proposals to dramatically change the corporate assessment
process. Strategic risks are owned by members of the Senior Management Team.

Operational risks are those that threaten the routine service delivery of the Council. Each
service area has their own operational risk register that details the risks associated with
providing the service. These registers are reported, in summary format, to the Senior
Management Team and committee on an annual basis. High risks and the success in
controlling them are reported to Senior Management Team on a quarterly basis, as these
assist in the formulation of the strategic risk register.

Project risks are those that relate solely to the successful delivery of that specific project.
They tend to be quantifiable issues, such as resource or time related, and constantly
change and develop over the course of the project as each stage is completed. The lead
on the project is responsible for ensuring that there is an appropriate risk register and
high level issues are reported to the senior management team.

Latest Risk Management Issues

There is one item to report this quarter:

A detailed exercise has been carried out to set the internal audit plan for 2009/10, this
included a review of risk areas to ensure that the plan supports the risk management
process and verifies the control actions.

Action plan Implementation

The action plan for 2008/09 consists of four items, these are summarised below:

Action Status Comments
Revise the operational risk In hand Meetings have been held with all
registers Heads of Service and the first

draft of the registers, reflecting
the revised structure, have been

issued.

Ensure that the reporting process Complete Future agendas for PMB and

is embedded FASP have been updated to
include Risk management

Develop training for both members In hand Training presentations have been

and officers prepared and dates are being
arranged.

Develop a risk register for Outstanding

members
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7.1

7.2

7.3

8.1

9.1

10.

10.1

1.

11.1

Strategic Risk Register

Following on from the review of the strategic register it was recognised that using levels
1 -3 for the scoring of probability and impact resulted in clusters of risks making it difficult
to distinguish the high risks. Therefore the scoring system has been amended and risks
are now scored on a basis of 1-5, thereby giving a broader range. To assist with the
scoring of the risks a table was drawn up that specifies the parameters for each of the
levels. This is attached at appendix 1.

The current full strategic register is attached at appendix 2. The ‘Top 5’ report that was
presented to this panel in January 2009 detailed the progress of implementing the
actions to minimise the key risks. These actions are ongoing and further updates will be
provided in future reports.

The strategic risks have been put into a risk matrix, detailed in appendix 3, which gives a
snapshot view of the levels of risk.

Proposals

To note and comment upon the Councils progress and performance in managing risk
during the period from October to December 2008.

Strategic Plan Implications

The strategic risk register reflects the objectives of the strategic plan and the actions
have been set with due regard to the identified key strategic risks. Therefore the risk
process supports the achievement of the strategic objectives.

Risk Management Implications

The failure to adequately identify and manage risks may have an effect on the ability of
the Council to achieve its objectives and operate effectively.

Other Standard References

There are no direct Publicity, Financial, Consultation, Human Rights, Community Safety
or Health and Safety implications as a result of this report.
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Probability of Occurance

5 Very High

Risk Tolerance
Line

3 Medium

2 Low

Risk Matrix

1 Very Low

1 Very Low

3 Medium

5 Very high

Severity of Impact

57




Item

Finance and Audit Scrutiny Panel 14

@)

COLCHESTER 24 February 2009

—
Report of Head of Resource Management Author Graham Coleman
Tel. 282741
Title Capital Expenditure Monitor 2008/09
Wards Not applicable
affected

The Panel is invited to review the progress against all capital schemes for
the period to December 2008

1. Action Required
1.1 To note the level of capital spending during 2008/09 and forecasts for future years.
2. Reason for scrutiny
2.1 Monitoring capital spending is important to ensure:-
« Spending on projects is within agreed scheme budgets.

. The overall programme is delivered within budget.

2.2  This report also gives the Panel the opportunity to hold Service Managers and Portfolio
Holders accountable for their budgets.

3. Background

3.1 This report sets out details of spending for the financial year 2008/09 (April 2008 to
December 2008) and revised forecasts for future years.

3.2 This report includes new capital funding and changes to the capital programme as
revised by Cabinet on 12 March 2008, 21 May 2008, 9 July 2008, 10 September 2008,
and 3 December 2008, and by Council on 11 December 2008.

3.3 This report includes capital expenditure in respect of the Housing Investment
Programme, including expenditure on the Council’s housing stock.

4, 2008/09 Review

4.1 In the first 9 months of this year capital spending totalled £21.1 million. This represents
43.9% of the total programme. The programme includes a number of major schemes
where spending is planned across more than one year. It should be noted that the total
programme was not expected to be fully spent in 2008/09 and that spending is broadly in
line with expectations.

4.2 In total, forecast spending for this year is £27.1 million. The remainder of the programme
is planned for 2009/10 and future years. The table below sets this out by service area:-
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4.3

4.4

4.5

4.6

Current Total 2008/09 Expected Expected
Summary Programme Expenditure Expenditure Expenditure
for year 2008/09 Future years
£'000 £'000 £'000 £'000
Corporate Management 2,670.0 506.6 1,473.3 1,196.7
EMT 273.0 19.8 50.0 223.0
Resource Management 9,683.4 8,592.6 9,327.9 405.5
Street Services 1,143.1 539.0 738.5 426.8
Environmental & Protective Services 323.2 28.8 124.9 193.0
Strategic Policy & Regeneration 24,672.0 8,205.7 10,177.6 14,507 .4
Life Opportunities 4,303.9 1,475.0 2,377.5 1,926.5
Completed Schemes 16.9 17.5 17.5 0.0
Total — General Fund Services 43,085.5 19,385.0 24,287.2 18,878.9
Housing Revenue Account 4,964 .4 1,704.1 2,778.0 2,186.4
Total Capital Programme 48,049.9 21,089.1 27,065.2 21,065.3

Appendix A sets out details of spending and forecasts on all schemes. Comments are
provided on the schemes progress and future forecasts. The schedule includes budgets
for all approved and funded schemes and some existing projects that, whilst approved,
are not yet available to spend until resources are secured to enable funding to be
released. These amounts are shown in the unfunded columns and reflect the Capital
Programme approved by Council on 20 February 2008, and revised on 12 March, 21
May, 9 July, 10 September, 3 December and 11 December 2008.

Since the last report funding has been included in the capital programme for the
purchase of Rowan House, and for the fit-out works to Firstsite:Newsite.

Other minor changes to schemes are where funding has been provided from further
Section 106 releases and external funding. The changes since the last report are shown
on the summary page of Appendix A.

Cabinet on 10 September 2008 agreed to put certain capital schemes “on hold” pending
the resolution of current financial uncertainties relating to capital receipts and capital
expenditure commitments. No commitments for those projects which are funded should
be entered into and those unfunded projects will not have any further funding released.
Since the last FASP report, Cabinet has agreed to release £25k of the sum put on hold
for the public conveniences programme, and so only £150k is now on hold. These
schemes are listed below, as amended by the above change.

Schemes put on hold per Cabinet of 10 Amount onfhold
September 2008 (as amended) Funded Unfunded Total
£'000 £'000 £'000
Backlog Repairs 150.0 150.0
Support for Parish Councils 50.0 50.0 100.0
Historic Core Zone 160.0 160.0
Maritime Projects 150.0 150.0
Personal Computer Upgrade 0.8 800.0 800.8
Public Conveniences 150.0 150.0
Town Centre Signs 90.0 90.0
Park & Ride 125.0 125.0
East Colchester 222.1 2221
Total 797.9 1,150.0 | 1,947.9
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4.7

4.8

4.9

4.10

4.1

412

413

4.14

A net over-spend of £13k is anticipated on the schemes for the Community Stadium pre-
development and the Cuckoo Farm pre-development. This is primarily a result of legal
costs still to be incurred. Additionally, further costs are likely to be incurred to cover cost
of site disposals, and security issues at Layer Road. There are also some small over-
spends on other schemes totalling £17.6k. These are summarised in the table below, and
further details are provided in Appendix A.

The anticipated over-spend of £80.6k will be referred to Cabinet for consideration.

Scheme Over/(Underspend)
£000

Cuckoo Farm and Stadium Pre-development 13.0

Site Disposal Costs 50.0

Car Park Ticket Machines 15.3

Other minor variations 2.3

Total 80.6

The following paragraphs provide comments on some of the major projects included in
the capital programme. Further details on the progress of the schemes are provided in
Appendix A.

Firstsite

On 16 September 2008 the Council signed a supplementary contract with Banner
Holdings for £14,220,000 to complete the external fabric of the building to a standard of
permanent weather tightness (air and water tight). A bond for 10% of the value of the
work that Banner has to complete (£1.4 million) was also put in place. The contract
completion date is 22 May 2009 and on the 25 September 2008 the contract was brought
into force when the first payment was made to Banner under the new contractual
arrangements.

The Council is currently reviewing the scope of internal fit-out works to complete the
building, and the forecast outturn costs, including the best procurement route, through a
series of meetings with quantity surveyor representatives from Arts Council England
East, East of England Development Agency and Essex County Council and Turner and
Townsend.

Community Stadium

Practical Completion of the building was achieved on 11th July on schedule. 1.5%
construction cost retention will be released at the end of the defects liability period in July
2009. It is likely the final cost will be within budget although this will not be certain until
final accounts are settled and outstanding risks crystallised.

Decent Homes and Upgrades

In September 2003 the Council committed to achieving the Decent Homes standard in its
homes by the end of December 2007. This date has not been met and following
cessation of the Inspace contract the Council is working with CBH to review and
determine the timescale and cost to complete the programme, and this has been
completed. The implications of the review are being discussed. New works will be subject
to OJEU regulations which have a legal timescale to comply with but an accelerated
programme designed to cover emergency failures only has recently been offered to
competitive tender. Any unspent resources from 2008/09 will be carried forward to deliver
a programme of works in future years.

A review of the whole capital programme, including new resources, will be submitted to
Cabinet in March 2009.
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5.1

6.1

7.1

Strategic Plan references

The Council’'s Capital Programme is aligned to the Strategic Plan.

Financial implications
As set out above.

Risk management implications

Risk management issues are considered as part of all capital projects.

Other Standard References
Having considered consultation,

publicity,

equality,

diversity and human

rights,

community safety, and health and safety implications, there are none that are significant

to the matters in this report.

Background Papers
None
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