Cabinet

Grand Jury Room, Town Hall
30 June 2010 at 6.00pm

The Cabinet deals with

the implementation of all council services, putting into
effect the policies agreed by the council and making
recommendations to the council on policy issues and
the budget.



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 St Runwald 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 with lift access, if required, are located on each floor of the Town Hall. A vending
machine selling hot and cold drinks is located on the first floor and 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 you wish
to call
e-mail: democratic.services@colchester.gov.uk
www.colchester.gov.uk




COLCHESTER BOROUGH COUNCIL

CABINET
30 June 2010 at 6:00pm
Leader (& Chairman): Councillor Anne Turrell (Liberal Democrats)
Deputy Chairman: Councillor Martin Hunt (Liberal Democrats)

Councillor Nick Barlow (Liberal Democrats)
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Councillor Tim Young (Labour)

AGENDA - Part A

(open to the public including the media)

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 off or to silent;
« location of toilets;

« introduction of members of the meeting.

2. Urgent ltems

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.

3. Declarations of Interest

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.

4. 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.

5. Minutes

To confirm as a correct record the minutes of the meetings held on 19
and 26 May 2010.

6. Call-in Procedure

To consider any items referred by the Strategic Overview and Scrutiny
Panel under the Call-In Procedure. At the time of the publication of
this Agenda there were none.

7. Strategy and Performance/Resources and Diversity

i. 2011/2012 Budget Strategy, Medium Term Financial 1-22
Forecast and Budget Timetable

See report by the Head of Resource Management



10.

11.

12,

Strategy and Performance

i. Year End Performance Report including Strategic Plan
Action Plan and Proposed Targets/Actions for 2010/11

See report by the Head of Corporate Management and the extract
from the minutes of the Strategic Overview and Scrutiny Panel
meeting on 8 June 2010.

Resources and Diversity

i. VAF issues relating to legal proceedings

See report by the Executive Director
Housing and Community Safety

i. Consultation on a Self-Financing Housing Revenue Account

See report by the Head of Strategic Policy and Regeneration

jii. Gas Servicing and Associated Repairs Contract

See report by the Head of Strategic Policy and Regeneration
Economic Development, Culture and Tourism

i. World Heritage Site Status

See report by the Head of Environmental and Protective Services

General

i. Revised Executive Arrangements

See report by the Monitoring Officer

ii. Policy Review and Development Panel Work Programme
2010/11

See recommendation in extract from the minutes of the Policy
Review and Development Panel meeting of 14 June 2010

jii. Progress of Responses to the Public

23 -111

112 - 115

116 - 131

132 - 136

137 - 139

140 - 144

145 - 148

149 - 151



To note the contents of the Progress Sheet

13. 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 100l and Schedule 12A of the Local
Government Act 1972).



COLCHESTER BOROUGH COUNCIL
CABINET
30 June 2010 at 6:00pm

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

Pages

14. Resources and Diversity

i. Award of 4 Year Corporate Cleaning Contract

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

See report by the Head of Corporate Management
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Report of Head of Resource Management Author Sean Plummer
=® 282347
Title 2011/12 Budget Strategy, Medium Term Financial Forecast and Budget
Timetable
Wards Not applicable
affected

1.1.

1.2.

1.3.

1.4.

1.5.

1.6

1.7

2.1.

This report asks Cabinet to note:

e The current financial position for the financial years 2009/10 and
201011

¢ Recommend to Council release of funding in respect of VAF legal

fees and the Icelandic investment impairment

Agree further use of and contributions to balances

The budget forecast and timetable for the 2011/12 budget

An updated Medium Term Forecast for the period to 31 March 2013

An update of the Revenue Balances and Capital Programme

Decisions Required
To note the pre-audit outturn position for the financial year 2009/10.
To recommend to Council the release from balances in 2010/11 of:-
o £500k for VAF legal fees as set out in a separate report on this agenda,
o £405k in respect of Icelandic investment impairment
To agree to release £30k to support the Tour of Britain cycling event.
To agree to transfer £205k from the insurance reserve into General Fund balances.

To note the budget forecast, approach and timetable for the preparation of the 2011/12
budget and updated position in respect of balances.

To note the updated Medium Term Financial Forecast for the period to 31 March 2013 as
set out at Appendix A.

To note the latest position in respect of the Capital Programme.

Reasons for Decisions

The Council is required to approve a financial strategy and timetable in respect of the
financial year 2011/12 and a Medium Term Financial Forecast for the two subsequent
financial years.




2.2.

3.1

3.2.

3.3.

3.4.

3.5.

3.6.

3.7.

3.8.

The use of balances requires approval of Full Council.

Financial Overview 2009/10 and 2010/11

Financial Year 2009/10

The Pre-Audit Outturn report for the year to 31 March 2010 was presented to the
Finance and Audit Scrutiny Panel (FASP) on 29 June 2010. A draft Statement of
Accounts was considered by the Accounts and Regulatory Committee on the same day.

The overall position shows a net underspend on budgets of £1.9m after allowing for a
number of agreed carry forward items.

The actual position is significantly more than anticipated mainly due to a refund in
respect of VAT which has been achieved through challenging VAT liability for areas of
sport and leisure income which includes claims relating to a period from the late 1970’s.

When the budget for 10/11 was agreed it was done so on the basis that there would be
an underspend of £0.7m in 09/10. The overall surplus will therefore be added to
balances.

Financial Year 2010/11
At this stage in the financial year it is difficult to assess potential variances (both positive
and negative). However, four areas that have been identified are:-

VAF legal expenses

Review of Icelandic investment impairment
Funding for Tour of Britain cycling event
Announcement of Government grant cuts

VAF Legal Fees
The provision for estimated costs in respect of the VAF legal expenses of £0.5m is set
out in a separate report on this agenda.

Icelandic Investment impairment

Changes to the guidance received from CIPFA in relation to the investments made in
Icelandic banks has been received. As part of the Statement of Accounts we are now
required to make a further provision of £405k. The guidance indicates that a higher
percentage of the investment will be recovered (95%) but this will take a longer time
period.

Tour of Britain Event

It is to support the delivery of a Tour of Britain cycle race leg in Suffolk and Essex in
particular the delivery of a finish event targeted at mass school participation in cycling
related activity and family events to support Colchester’s priorities around congestion
busting and healthy lifestyles. It will build on the success of the Tour Series event held in
Colchester in 2009 and aims to double the level of schools involvement in the event. The
funding is matching the financial and staffing input at Essex County Council who have
signed the legal agreement for the leg and are responsible for the route availability and
delivery.



3.9.

3.10.

3.11.

4.1

4.2

Government Grant Cuts

The Chancellor announced details of £6.2bn of cuts across the public sector in 2010/11.
The Secretary of State for Communities and Local Government made a recent further
announcement detailing local government’s share of these cuts at a value of £1.66bn.

For Colchester, the key areas affected are the removal of all funding allocated this year
for the Housing and Planning Delivery Grant (HPDG) and Local Authority Business
Growth Incentive (LABGI). The 2010/11 budget included the assumptions that we would
receive £648k and £77k from these grants respectively. The HPDG assumption is clearly
the most significant cut and should be seen in the context that Colchester received
£1.4min 09/10.

There are other risks areas that are likely to impact on the budget position. These include
any further funding changes arising from Government budget announcements. It has
been confirmed that there will be no changes to the Council’s core or formula grant,
however, other changes will be assessed as more detail becomes available.

Budget Forecast for 2011/12

Appendix A sets out a budget forecast for 2010/11 and a Medium Term Financial
Forecast for the subsequent two years including the key assumptions. The current
forecast budget gap for 2011/12 is £1,958k, summarised below:-

2011/12 | Note
£'000

Base Budget 25,670

Remove one-off items (1,288) | One-off funding of cost pressures etc.

Cost Pressures (incl. inflation) 400 | See paras. 4.6 4.7.

Changes to specific grants 770 | Assumes removal of budgeted grants
for HPDG and LABGI (see para 4.7.)

Savings (260) | Savings identified through
Fundamental Service Review (FSR)
(see para 4.9.)

Forecast Base Budget 25,292

Government Grant (12,265) | Assumes a reduction of 5% (£646k)
on grant received in 09/10 (see para
4.6.)

Council Tax (10,699) | Based on assumed nil increase in tax
rate and notional increase in taxbase.
(see para. 4.10 and 4.11)

Use of Reserves (370) | Reflects no longer using Capital
Expenditure Reserve for
accommodation costs and ceasing to
use the Regeneration Reserve.

Total Funding (23,334)

1,958

The key assumptions in respect of the 2011/12 forecast are:



4.3.

4.4.

4.5.

4.6.

4.7.

4.8.

4.9.

4.10.

4.11.

4.12.

Government Grants

An assumption is made of a 5% reduction in core Government Grant (Revenue Support
Grant - RSG) equivalent to £650k pa. This assumption, whilst realistic, is by no means a
worst case forecast with some other authorities predicting reductions up to 30% over
three years. The Government is expected to announce the outcome of Comprehensive
Spending Review in the Autumn.

In considering the reduction in Government funding it is also necessary to consider the
impact of discontinuing the Local Authority Business Growth Incentive (LABGI), Housing
and Planning Delivery Grant (HPDG) and Area Based Grant (ABG) schemes. Based on
the assumptions made in the 10/11 budget this equates to a further reduction of £770k.

When added to our forecast reduction in RSG this equates to a cash reduction of £1.4m
in 2011/12 compared to the 2010/11 budget assumptions (10.3% reduction of these
current budgeted grants).

Pay, Inflation and costs

The 2010/11 budget includes a 1% pay award which has been agreed as part of a 2 year
settlement for 09/10 and 10/11. For 2011/12 and the following two years a planning
assumption of a nil pay award has been shown. For other price inflation a range of 1%
to 1.5% has been used although it will be necessary to review forecasts for specific
areas in due course.

An allowance of £250k pa has been included for the outcome of the next actuarial review
of the pension fund. It is unlikely that we will know the actual figure until the autumn,
however, it should set out the pressure for the coming three years.

Economic Downturn

It is difficult to fully assess the impact on Council budgets, however it is evident that there
has been a reduction in the past 2 years in some income budgets such as car parking,
planning and net interest earnings as well as increased demands for services such as
benefits. The MTFF assumes a broadly neutral position over the next three years which
is likely to represent a prudent forecast.

Savings

At this stage the savings shown include the estimated second year savings in respect of
the FSRs of Housing and Revenues and Benefits. Further savings will be identified as
part of the ongoing budget process.

Council Tax

The Government has announced that it is committed to deliver a freeze on Council Tax
in 2011/12 and will work with local authorities to deliver a freeze in Council Tax for a
further year. It should be noted that the cost of freezing Council Tax compared to the
increase in 10/11 of 2.47% is c£260k.

The budget forecast and MTFF has therefore been updated on the assumption of a nil
increase for 11/12 and 12/13. The planning assumption of an increase of 2.47% has
been maintained for 2013/14. More details are required to fully consider the impact on
the Council’s finances of a freeze for each of the next two years including any proposals
as to how the Government will seek to deliver this.

An annual increase of 1% in the ‘taxbase’ (the number equivalent Band D properties) has
been assumed.



412

4.13.

4.14.

4.15.

4.16.

4.17.

4.18.

4.19.

There are a number of significant budget risks that may affect the 11/12 budget process
and these are set out within Appendix A. The risks include items that could be positive to
the budget forecast as well as negative. The current list of risks will be monitored and
amended throughout the budget process.

In summary there is a forecast budget gap of circa £2m. This is somewhat higher than
usual at this stage in the budgeting process and given the level of risks it is possible that
further savings will be required to produce a balanced budget.

Delivering the 2011/12 Budget
The Council’'s approach to the budget is that it is primarily driven by the Strategic Plan.
We have adopted a number of different ways to identify savings or additional income to
support Strategic Plan priorities and to meet a number of substantial cost pressures. The
strategy for 10/11 was based upon

e Review of service areas through the Budget Group

e Delivering efficiencies through the Fundamental Service Review (FSR) process.

For 2011/12 it is proposed to continue to build on these approaches making a number of
improvements to the process as we learn from experience. The proposed strategy is
based on a 5 track approach covering:-

Income generation

Efficiencies (including Fundamental Service Reviews)
Total Place projects / themes

Shared services and different models for service delivery
Cuts and reductions

o~

Income Generation

We know that as an organisation we already generate significant amounts of income and
in benchmarking do well compared to other councils. However, this track has potential
benefits for the Council and offers an alternative to simply cutting services.

Efficiencies and FSR

The most recent FSRs reported to Cabinet in respect of Housing and Revenues and
Benefits have demonstrated that significant savings are possible with each review
identifying c£450k of savings. The review of Street Services has started and further
reviews of the museum service and support to arts organisations are planned for this
year.

There are other areas outside of the FSR framework that have already been identified
such as the new ICT contract where it is expected that savings can be delivered during
the next 3 years.

Total Place

Total Place pulls together all delivery partners to take a joint, collaborative, look at how
best to tackle major policy. Thirteen pilots across England have looked in depth at how
greater co-ordination between partners and local leadership could help deliver better
services with the customer at the heart of their design at less cost through the whole
public resources spent in a geographical area. Opportunities for delivering savings
through the principles of ‘total place’ will be considered within the budget strategy.



4.20.

4.21.

4.22.

4.23.

4.24.

4.25.

4.26.

4.27.

5.1.

5.2.

Shared Services and different models for delivery

The Council is already delivering services through partnership arrangements, whether
formal shared service agreements such as the museums and parking partnerships as
well as more informal sharing of resources. In addition there are examples of services
being delivered through formal contracts with external suppliers. The challenges facing
local government mean that is essential to consider how best to deliver services and
whether there are more efficient and effective options.

Cuts and reductions

It is clear that the financial pressures facing all public services are such that cuts and
reductions will need to be considered. It will be necessary to consider any such
proposals alongside other options and objectives set out in the Strategic Plan.

The 5 tracks are not mutually exclusive and there will need to be a balanced approach to
closing the budget gap through the use of all of them.

The Budget Group comprising Cabinet members and senior officers was established last
year and continues to meet monthly. It is intended that the Budget Group continues and
has the overview of all the tracks, monitoring progress and taking relevant reports.

The Council’'s approach to budgets has always been to consider the longer-term impact
of decisions. The budget process for 2010/11 will build on this by recognising that some
service changes (reductions, income and growth) will often be delivered over a period
longer than a year. This is likely to be particularly true for outcomes of the FSRs.

Appendix B sets out the proposed budget timetable.

Housing Revenue Account (HRA)

The HRA is a ring fenced account that relates to costs and income in respect of the
Council’'s housing stock. The HRA budget and rent setting process is carried out
alongside the General Fund budget and elements of the process are carried out
simultaneously. This year the budget approach for the HRA will continue to be fully
integrated within the General Fund budget process with the final budget report and rent
setting being included within the overall budget and Council Tax decisions.

A separate report on this agenda sets out the implications of proposals relating to reform
of the HRA subsidy system. Any changes would have a potentially significant impact on
HRA budgets for next year and future years and will be considered as the budget
process progresses.

Medium Term Financial Forecast

The Medium Term Financial Forecast (MTFF), as set out at Appendix A, shows a
potential budget gap of £3.2m by 2013/14, an annual increase of circa £0.6m after 11/12.
The key factors affecting the budget gap in later years include the Increasing pensions
costs (based on initial estimated position) and agreed estimated savings through FSR
process.

The forecast needs to be viewed alongside the level of significant risks and uncertainty
regarding a number of key factors that will impact on the Council’s finances in the
medium term. Most of the key risks outlined in the MTFF could result in recurring cost
pressures for the Council. This will require recurring cost savings or additional income to
be identified to minimise the escalation of these pressures.



5.3.

5.4.

6.1

6.2.

6.3.

6.4.

6.5.

7.1.

7.2.

8.1.

The MTFF does also show that the Council continues to hold reserves and balances to
support the Council’'s budgets. The position on these reserves will be reviewed during
the year as the 2010/11 budget progresses.

In summary the MTFF sets out what is likely to continue to be an increasingly
challenging financial outlook. The budget process needs to establish that the Council’s
spending plans, in the medium term, are affordable and can be prudently financed.

Revenue Balances

Following completion of the final accounts for the year to 31 March 2010 uncommitted
revenue balances stand at £2.8m. This compares with the approved minimum balance of
£1.5m.

The separate report on this agenda details proposals to use up to £0.5m from balances
to support legal expenses in respect of the VAF. This report also sets out proposals to
use balances to meet the assessed cost in respect of the lIcelandic investment
impairment and cycling event. If agreed, balances would remain above the agreed
£1.5m level by £0.5m.

The Council also maintains a number of earmarked reserves and provisions, which
allows it to prudently plan for future expenditure requirements. These are set out within
the MTFF at Appendix A.

As part of the budget process a full review will be undertaken into the level and
appropriateness of earmarked reserves and provisions. One area that has been
reviewed now is the insurance reserve and provision where an actuarial review has been
carried out and as a result of this it is proposed that £205k can be released into
balances.

It is worth noting that with ongoing regeneration projects the level of risks is likely to
remain an issue over the next few years and we will consider the impact of this on all our
reserves.

Capital Programme Update

It has previously been reported to Cabinet that there has been increasing pressure on
the level and timing of generating resources to support the capital programme. This
continues to be the case, although there is currently a small current surplus of resources.
This needs to be reviewed against a number of potential cost pressures which are likely
to impact on the capital programme.

A review of future resources and capital requirements is currently in progress and will be
reported to Cabinet in due course.

Strategic Plan References

The Council has agreed three Corporate Objectives including the aim to “shift resources
to deliver priorities”. The 2011/12 budget and the Medium Term Financial Forecast will
be underpinned by the Strategic Plan priorities and will seek to preserve and shift
resources where needed to these priorities.



9.1

10.

10.1

1.

11.1

12

12.1.

12.2.

12.3.

12.4.

13.

13.1

Financial implications

As set out in the report.

Equality and Diversity Implications

Consideration will be given to equality and diversity issues in respect of budget changes
proposed as part of the budget process. This will be done in line with agreed polices and
procedures including production of Equality Impact Assessments where appropriate.
Risk Management Implications

As set out in report.

Consultation

The Council is required to consult on its budget proposals. A consultation exercise took
place as part of the production of the Strategic Plan agreed by Council in February 2009.

The budget strategy and timetable aims to ensure that information is available for
scrutiny and input from all Members on proposals in the process. The aim is that detailed
information will be available prior to the final budget report being submitted to Cabinet
and approval by Council in February.

As has been the case in previous years the opportunity remains open for the leader of
the opposition to meet with officers to assist with consideration of any alternative budget
proposals.

Furthermore, we will continue with the statutory consultation with business ratepayers
and will meet with parish councils in respect of grant funding.

Other Standard References

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

Background Papers
Finance & Audit Scrutiny Panel Report — 29 June 2010



Appendix A
Medium Term Financial Forecast
2010/11 - 2013/143

1. Introduction

The Medium Term Financial Forecast (MTFF) sets out the Council’s budget forecast for
the next three years. The MTFF sets out:-

e A summary of the 2010/11 budget including an analysis of all service budgets

e The budget forecast for next three years including current cost pressures,
growth items and assumptions regarding use of reserves.

e Alist of key risk items for 2011/12 and beyond

e The current position on Council General Fund balances including the risk
assessment for 2010/11

e The current position on all other reserves and balances

The MTFF will continue to be updated during the year as the budget progresses.
2. 2010/11 Budget

The Council’s General Fund includes all costs and income other than those in respect of
the Council housing stock

Colchester’s total net revenue budget for 2010/11 is £25.67 million.

£000
Net Budget 25,670
Funded by:
Government Grant (inlc: NNDR — Business Rates) 12,911 (50%)
Council Taxpayers (excl. parishes) 10,593 (41%)
Use of Balances / Reserves and Collection Fund 2,166 (9%)
Surplus
25,670

The following table sets out a summary of the 2010/11 budget including changes made
from the previous year.



2010/11 Summary Budget
Adjusted One-Off Cost Growth Total Detailed
Base ltems Pressures Savings 10/11
Budget Budgets
£'000 £'000 £'000 £'000 £'000 £'000

Corporate & Democratic 330 26 356
Core
Executive Management 759 7 (14) 752
Team
Corporate Management 6,714 59 68 (200) 6,641
Customer Services 1,157 (9) 11 (60) 1,099
Env. & Protective Services 2,555 (20) 55 (207) 2,383
Life Opportunities 5,965 (72) 15 (73) 5,835
Resource Management 2,095 138 (68) 2,165
Strategic Policy & Regen. 2,658 (120) 492 55 (60) 3,025
Street Services 2,823 (40) (44) 55 (120) 2,674
Total Services 25,056 (130) 681 125 (802) 24,930
Technical Items
Pay Savings (515) 200 (315)
Procurement 0 0 0
Income target (60) 60 0
LABGI (50) 0 (50) (100)
HPDG (250) 0 (398) (648)
Area Based Grant (ABG) (23) 0 (23)
Grants to Parish councils 202 0 202
CLIA (net interest) (322) 960 638
Min Revenue Provision 549 13 562
Pensions 2,198 154 2,352
Redundancy Provision 120 (120) 0 150 150
ECC Second Homes (144) 0 (144)
Heritage Reserve 12 0 12
Contribution to capital 80 (80) 0 0
Invest toSave 0 (34) (34)
FSR 0 0 (100) (100)
Icelandic Investment 615 615
Impairment
GF/HRA adjustments (2,421) (6) (2,427)
Total Below the Line (624) (200) 1,996 0 (432) 740
Total incl Below the line 24,432 (330) 2,677 125 (1,234) 25,670
Funded by:-
General Reserve (484) 484 (671) (671)
Capital Expenditure (661) 361 (910) (1,210)
Reserve
Regeneration Reserve (221) 55 0 (166)
Other Reserves - S.106 (60) 0 (10) (70)

Insurance (100) 100 0 0
Government Grant (RSG / (12,681) 0 (230) (12,911)
NNDR)
Council Tax (10,225) 0 (368) (10,593)
Collection fund Transfer 0 0 (49) (49)
Total (24,432) 1,000 (1,581) 0 (657) (25,670)
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3. Budget Forecast 2011/12 to 2013/14

The following table sets out the Council’s budget forecast for the next three years including

key assumptions.

Medium Term Financial Forecast

2011/12 to 2013/14

Base Budget

Remove one-off items

Cost Pressures

Growth Items

Savings

Changes to Gov't grants (LABGI, HPDG etc)
Forecast Base Budget

Government Grant
Council Tax

Collection Fund Surplus
Use of Reserves

Total Funding

Budget (surplus) /
(cumulative)
Annual increase

gap before changes

2011/12
£'000

25,670

(1,288)

400

0

(260)

770

25,292

(12,265)
(10,699)
0

(370)
(23,334)

1,958

2012/13
£'000

25,292

0

405

0

(225)

0

25,472

(11,652)
(10,806)
0

(370)
(22,828)

2,644
686

2013/14
£'000

25472

(15)

390

0

0

0

25,847

(11,070)
(11,184)
0

(370)
(22,624)

3,223
580

Key Assumptions

Inflation - Pay assumed at 0%, other cost and income circa 1/ 1.5%

Gov't Grant — The grant for 2011/12 and beyond is assumed to reduce in cash terms by

5% p.a.

Council Tax — nil increase for 11/12 and 12/13 and 2.47% for 13/14+ 1% increase in tax

base assumed for 10/11 and beyond.

Next actuarial review of pensions will impact in 11/12 and a planning assumption of an
annual increase of £250k has been assumed for all years

Cost Pressures

General Inflation 140 140 140
Pensions 250 250 250
MRP (Minimum Revenue Provision) 10

Place Surveys 15

Total 400 405 390
Savings / additional Income

Fundamental Servive Reviews

Housing 75 75

Revenues and Benefits 185 150

Total 260 225 0
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Decrease in Government Grants

LABGI 100
Housing and Planning Delivery Grant 648
Area Based Grant 22
Total 770 0 0
Use of Reserves
Balances (General)
S106 monitoring reserve 70 70 70
Capital Expenditure Reserve:-

Community Stadium 300 300 300
Total 370 370 370
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4,

Risk Areas / Uncertainty

There are several key risk areas or areas where the outcome is uncertain which will impact
on the 2011/12 budget forecast and potentially in later years. The main areas are:-

Ref

Risk / Area of uncertainty

1

Government Grant
and the
Comprehensive
Spending  Review
10 (CSR10)

What the CSR10 will provide is difficult to predict, however,
it is clear that public finances are continuing to come under
increasing pressures. The MTFF assumes a cash reduction
in grant 5% pa for the next three years.

For illustrative purposes a 1% change in the level of grant
equates to £130k.

Government grants
and partnership
funding

The Council’s budget has changed over recent years with a
greater emphasis on funding from both partner
organisations and Government bodies. These funding
streams can rarely be guaranteed and can therefore add to
our cost pressures. The 2010/11 budget includes funding in
respect of HPDG and the LABGI scheme. The recent
announcement that these funds have been withdrawn will
result in cost pressures this year. Other changes seem
possible and will be assessed as part of the budget strategy.

Pensions

An allowance has been built in for increases in pensions
costs based on the results of the recent actuarial review and
therefore are fixed for 2010/11. However, an updated
review will be undertaken that will inform the cost for
2011/12 onwards. The recent and ongoing economic
downturn is highly likely to impact on the pension fund and
therefore whilst an increased allowance of £250k each year
from 11/12 has been made for this it will need to be
reviewed when more reliable estimates are available.

Concessionary
Fares

CLG and DoT consulted on the future administration of the
concessionary fares scheme. The favoured option being a
transfer of responsibility to upper tier authorities (e.g. Essex
County Council). In many ways this would mirror existing
locally negotiated arrangements.

There is a second consultation on the amounts of funding to
be transferred. The method of assessing costs is not yet
known so this represents a risk to the Council which could
be positive or negative.

Fees and charges

As has been seen in the past few years we have
experienced pressures arising from changes in income
levels. In 2008/09 we experienced significant shortfalls in
income in respect of planning and building control fees and
car park revenue (on and off street). Looking ahead to
2010/11 and beyond it is difficult to estimate how income
levels may continue to be affected. However, the 10/11
budget assumes some increase in revenue from planning
which has recovered to an extent during the last 12 months.
At this stage no allowance has been built in for any further
changes to income levels.

Inflation

An allowance for general inflation has been built into the
10/11 forecast and MTFF, and specific increases allowed for
items such as pay (which has been agreed for 09/10 and
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Ref

Risk / Area of uncertainty

10/11)

The current (April 2010) CPI is 3.7% and RPI is 5.3%. The
economic forecasts published by HM Treasury point to
inflation figures for 2011 of 1.7% and 3% for CPIl and RPI
respectively. Not all the Council’s costs are directly linked to
RPI and therefore we will continue to monitor the impact of
inflation on all Council costs with particular attention on
energy costs for which an overall reduction has been
included in the 10/11 budget figures reflecting agreed prices
for the period October 09 — October 10.

Use of reserves

The budget position for 10/11 includes proposals to use
certain reserves and also reflects the impact of reserves
used in 09/10.

The forecast position on general balances shows that due to
the improved 09/10 outturn and proposed use of balances
this year that there is currently headroom of c£0.5m above
the recommended level.

Legislation

There may be new legislation over the life of the MTFF for
which any available funding may not cover costs.

Impact of
regeneration
programme e.g. car
park closure and
staff resources

As the regeneration programme progresses there will be an
impact on income from car parks due to temporary and
permanent closure of certain car parks and also the
introduction of park and ride.

We are currently using the Regeneration Reserve to meet
some staffing costs to provide increased capacity to deliver
the regeneration programme. The budget forecast includes
funding for 2010/11 to ensure that the team can continue
work. However, this will exhaust the Reserve and therefore
any future costs will need to be considered as part of the
budget.

10

ICT  strategy -
change programme

The ICT strategy was updated in 2007 and there have been
a number of financial implications arising from changes.
This has resulted in some costs in the short-term leading to
longer term savings. This has been examined as part of
detailed budget proposals and as part of the implementation
of accommodation and flexible working changes and will be
monitored to assess in ongoing financial issues. A new
strategy is currently being developed.

11

Property review

A review of our assets was carried out and a 5-year Building
Repairs and Maintenance Plan produced. There will
continue to be financial implications arising from this for both
the revenue budget and capital programme and these will
be continue to be considered in detail by the council’s
Property Forum and included in the on-going updates of the
MTFF.

12

Impact of growth in
the Borough and
demand for services

A number of Local Authority services are directly impacted
by the increase of population in the Borough, such as waste
services, planning, benefits etc.

As part of the budget it will be necessary to consider
whether there is a need for additional resources in these or
other areas in order to maintain levels of service.

A further area of risk is any increase in the demands for
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Ref | Risk / Area of uncertainty

Council services arising from the impact on residents of the
economic environment.

At this stage no allowance for these areas has been
provided within the MTFF. Fundamental Service Reviews
(FSR) have been carried out or are being undertaken on
some of the key areas affected by growth and /or also the
economic climate such as benefits, housing and street
services. The financial assumption made is that these
reviews will assist in identifying efficiencies to cope with
changes in demand.

13 Delivery of budget

The 2010/11 budget continues to set some challenging

savings targets for savings although for 10/11 these have been
reduced to reflect the current economic climate such as the
salaries target. The MTFF assumes these targets will be

delivered at these amended levels.
14 Net Interest | The budget is influenced by a number of factors including
earnings interest rates and cashflow movements. The treasury

management strategy highlights the outlook for interest
rates in the medium-term which points to continuation of
unprecedented low levels into 2010/11.

The 2010/11 budget as proposed shows a significant
reduction in interest earnings and the MTFF currently
assumes no further recovery in this area. This will be
monitored and considered again as part of the 2011/12
budget.

All these issues will remain as risks to be managed over the course of the MTFF.

5. General Fund Balances — Risk Assessment

A risk assessment has been undertaken to determine the prudent level of general fund
balances as part of the 2010/11 budget process.

Background

Historically we have maintained a strong level of balances and these have been used to:-

Support the annual budget - particularly to fund one off items.
Fund new initiatives identified during the year.

Provide cover for cashflow and emergency situations.
Provide flexibility and a resource for change management.

Over recent years general fund balances have been reduced in a managed and prudent

manner: -

31 March 2005
31 March 2006
31 March 2007
31 March 2008

31 March 2009

£000
2,193
1,997
2,708 (includes £902k to support 2007/08 budget)
3,347 (includes £1,232k to support 2008/09 budget)

2,891 (includes £1.17k to support 2009/10 budget)
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31 March 2010 3,926 (after agreed or proposed allocations balance
will be £2m)

A thorough review of the balances position was reported to Cabinet as part of the 2010/11
budget exercise. This included a risk assessment to establish the minimum level, which
was agreed at £1.5million.

Risk Assessment
The results of the assessment to inform the 2010/11 budget are summarised in the
following table. This showed that the agreed minimum prudent level of balances should be
held at £1.5 million.

Assessed Risk
Factor High Medium Low
£000 £000 £000

Cash Flow 950
Capital (nil given reserves and receipts) 0
Inflation 100
Investment Income 150
Trading Activities and fees and charges 200
Emergencies 50
Benefits 100
New Spending — legal commitments 100
Litigation 150
Partnerships 100
VAT Exemption Limit 350
Budget Process 100
Revenue impact of capital schemes 150
Renaissance programme 0
Concessionary fares 50
Pension Contribution 50

1,100 600 900

Minimum Provision

High Risk — 100% 1,100
Medium Risk — 50% 300
Low Risk — 10% 90
Sub Total 1,490
Unforeseen factors, 10
Recommended level 1,500
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The main issues to mention concerning the assessment are: -

While the possible requirement to meet capital spending from revenue resources is still
recognised as a potential risk the assessment is "nil" because of the current level of
funds held in the capital expenditure reserve and the introduction of the Prudential
Code.

This year's assessment has reviewed the approach of separately identify the risks
connected with “trading activities” and “income” and instead these have been combined
and assessed as a medium risk. This specific change will be reviewed alongside final
budget proposals.

In view of current low levels of inflation and the fact that the pay award for 2010/11 has
already been agreed the allowance in respect of inflation has been reduced.

Investment income has been identified as a risk area. In last year’s risk assessment
this was changed to be classified as a “high risk” and due to the continuing uncertainty
in the world economy this has been maintained for next year.

The assessment includes the risk that the VAT exemption limit will be exceeded with a
consequent loss of recoverable VAT. Regular monitoring and active management of
new schemes minimises this risk.

The concern over the funding of the pension fund is recognised in the assessment.
However “risk” is assessed as “low” and has been reduced for 2010/11 because the
anticipated increased contributions from the 2007 valuation required have been built
into the budget.

On the basis of earlier years’ outturns and current year monitoring particular areas
have been identified as potential risk areas for variances: cash flow, benéefits,
emergencies, new spending, litigation, partnerships, Regeneration programme and the
budgeting process. These are being regularly reported on as part of the current year
monitoring. All of these areas have been reviewed with some changes proposed with
are addressed in the risk assessment.

Implications

The risk assessment will be carried out at least annually as part of the budget process.
While the current assessment indicates a minimum level it is important to recognise that
there are implications of operating at this level. As noted above we have traditionally had a
level of balances that have provided flexibility and enabled new initiatives to be considered
outside the annual budget process. Operating at the minimum level requires an approach
and a discipline to: -

e Ensure all spending aspirations for the coming year are assessed as part of the
annual budget process. The continued development of the Medium Term Financial
Forecast will assist in this.

e Recognise that it will not be possible to draw on balances to fund new discretionary
initiatives identified in the year, however desirable they may be; an alternative
source of funding would need to be identified.

e Realise future assessments could identify a need to rebuild balances
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e Accept that the potential for interest earnings on balances will change depending on
the level of balances held. (This will be reflected in the budget accordingly.)

e Acknowledge that any balances desired for future flexibility/change management
will need to be built up over and above the prudent level identified.

In addition it is acknowledged that it may be necessary for balances to fall below the
recommended level. Balances are provided to mitigate unbudgeted cost pressures and as
such at times they may be used to provide temporary support to the Council ‘s budget.

6. General Fund Balances - Position

The following table sets out the current level of General Fund balances.

General Fund Balances
Current Position

£000 £000
Balance as at 31 March 2010 (note 1) 3,926
(As per Statement of Accounts)
Proposed use of balances during 2010/11:
e Financing carry forwards — Proposed carry forward 196
of 09/10 budgets (note 2)
e Funds released in 09/10 carry forward to 10/11 297
(note 3)
e Supporting the 10/11 Budget (agreed as part of 671
10/11 budget)
e Further Changes in 2010/11:-
VAF Legal Fees 500
Icelandic Investment Impairment 405
Tour of Britain Event 30
Release of insurance reserve / provision (20%5) 730
Projected Balances as at 31 March 2011 2,032
Agreed minimum balance 1,500
Potential Surplus Balances as at 31 March 2011 532

Notes:
1. The balance at 31 March 2010 reflects the outturn for 09/10 which includes the
release of £50k from the Regeneration Reserve

2. Carry forward budgets have been reviewed by the Head of Resource
Management.

3. This includes previous approved releases from balances which have not yet
been spent.

This forecast is on the basis that there are no further calls on balances during 2010/11 and
the current year’s budget does not overspend.
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7. Earmarked Reserves and Provisions

The Council maintains a number of earmarked reserves and provisions, which allows it to
prudently plan for future expenditure requirements. As at 31 March 2010 earmarked
reserves totalled £6.18m and provisions £0.45m.

As part of the budget process a review was undertaken into the level and appropriateness
of earmarked reserves and provisions. The review concluded that the reserves and
provisions detailed in the following table remain appropriate and at an adequate level.

The position on these reserves will be reviewed as part of the 2011/12 budget process
including forecasting and assessing the impact of future commitments.

One area that has now been reviewed is the insurance reserve and this report includes a
proposal to use £205k from this to support general balances.

Earmarked Reserves

Amount | Estimate
Reserve 31/03/09 | 31/03/10 Comment
£000 £000

Renewals and Repairs 2,888 2,090 Maintained for the replacement of plant

(including Building and equipment and the maintenance of

Maintenance premises. Annual contributions are

Programme) based upon the estimated renewal or
repair cost, spread over the life of the
asset.

Insurance 594 445 To cover the self-insurance of selected
properties. The balance of the fund is
split with a proportion specifically
identified as a provision against the cost
of claims (see section B). Following an
actuarial review it is proposed in this
report that £205k of the current balance
could be transferred to balances.

Capital Expenditure 3,062 2,553 Revenue provision to fund the capital

programme. The reserve is fully
committed to funding the current capital
programme. However actual use of
balance is dependent not only on
progress of spending on approved
capital schemes but also level of other
resources, mainly capital receipts,
received. This Reserve is also being
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Reserve

Amount
31/03/09
£°000

Estimate
31/03/10
£°000

Comment

Regeneration Reserve

Asset Replacement
Reserve

Gosbecks

On Street
reserve

parking

Heritage Reserve
Mercury Theatre

Hollies Bequest

Section 106 monitoring

Community Stadium -
loan

437

423

184

12

209

35

166

10

408

64

209

11

184

35

used to support some financing costs of
the Community Stadium and also part of
the Icelandic investment impairment.
Maintained to finance non-recurring
expenditure  incurred during the
development of the Council’'s four
regeneration areas. Spending of £166k
has been included in the 2010/11
budget and therefore the reserve will be
fully used by March 2011.

A reserve for the future replacement of
vehicles and plant. The vehicle
replacement policy has been reviewed.
Revenue contributions to this reserve
have now ceased and the funding for
the majority of repairs is now sourced
from the Council’s Capital Programme.

Maintained to provide for the
development of the Archaeological
Park. The main source of funding was
a ‘dowry’ agreed on the transfer of land.
Any surplus to cover
deficits.

ring fenced

Provision for the building’s long term
structural upkeep.

Provision for the upkeep of open space.

Required for future monitoring of
Section 106 agreements. From 2010/11
onwards it has been agreed to use £70k
from this reserve on an annual basis to
support the budget.

To cover set up costs and working
capital. No repayments are expected
within 2010/11. The loan is repayable
to the Council within 7 years from the
agreement date of 29 January 2008.

7,853

6,177
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Provisions

Amount | Estimate
Reserve 31/03/09 | 31/03/10 Comment

£000 £000
Insurance 323 450 This element of the fund is specifically
set aside as a provision to meet the cost
of claims, notably subsidence. Some
work on properties in respect of
subsidence planned to be completed in

2009/10.
323 450
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Appendix B

2011/12 Budget Timetable

Budget Strategy March 10 — July 2010

March - June (SMT and Budget
Group)

Budget Group Meetings Agreed

Update MTFF /Budget Strategy

Review potential cost pressures, growth and
risks

Consider approach to budget

Initial budget reviews started

Cabinet — 30 June 10

e Report on updated budget strategy /
MTFF
e Timetable approved

SOSP - 20 July 10

Review Cabinet report

Budget Group / Leadership Team
- June / July

Consider review of capital programme
Consider approach to consultation

Detailed Budget preparation and Budget Setting Consultation

Budget Group / Leadership Team
regular sessions on progress /
budget options now - December

Review budget tasks (the 5 tracks)
Consider outcomes of Fundamental Service
Reviews

Cabinet — 8 September 10

e Budget Update
e Proposals for consultation
e Review of capital resources / programme

Cabinet — 20 October 10

Budget Update (if required)

Cabinet — 1 December 10

e Budget update
e Reserves and balances
e Grant settlement

SOSP - 11 January 11

Review Cabinet report / Budget Position
(Strategic Review)

FASP - 25 January 11

Review consultation /
(Detailed proposals)

Budget position

Cabinet — 26 January 11

Revenue and Capital budgets recommended
to Council

Council — 16 February 11

Budget agreed / capital programme agreed /
Council Tax set

Timing of consultation to be included within process when agreed.

Leadership Team to review budget progress during year.
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@ Cabinet 8"?;)

Colchester 30 June 2010

Report of Head of Corporate Management Author Lucie Breadman & 282726

Title Year End Performance Report including Strategic Plan Action Plan and
proposed targets / actions for 2010/11

Wards '‘Not applicable'
affected

Members are invited to consider the performance report for the period up to end of
March 2010 which includes progress of our Performance measures, the Strategic
Plan Action Plan and proposed targets and actions for 2010/11.

1. Action required
Members are asked to consider / comment / agree on:
e The year end performance summary for 2009/10, at Appendix 1.
o The Table of Indicators and proposed targets for 2010/11, at Appendix 2.
e The year end Strategic Plan Action Plan, at Appendix 3.
e The proposed Strategic Plan actions, at Appendix 4.

Also to consider the proposals from the Strategic Overview and Scrutiny Panel
(attached) following their review of the report on the 8 June 2010.

2. Background information
The council has agreed a number of key performance areas which it uses as part of its
Performance Management Framework to help monitor progress and improvement. This
report provides the year end position of our Organisational indicators and Strategic Plan
Action Plan (SPAP). The report also provides information on the proposed targets and
actions for 2010/11.

4. Performance Summary

e Our overall basket of organisational performance measures shows that 25 (71%)
of indicators are forecast to meet year end targets. This compares well with the
forecast at quarter three for 54% to achieve their targets.

¢ 10 Indicators (29%) did not meet the targets set and details are included in
Appendix 1 and 2.

e Monitoring of the actions within our Strategic Plan Action Plan shows that 96% of
actions achieved their year end targets.

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

5. Proposals from Strategic Overview and Scrutiny Panel
The performance report including the SPAP and proposed targets and actions for

2010/11 were scrutinised by SOSP on the 8 June 2010. The recommendations are
attached.
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10.

1.

12.

13.

Strategic Plan references

This report provides the year end update of performance of our Strategic Plan Action
Plan (SPAP) developed to support the delivery of the Councils agreed Strategic Plan
Priorities.

Consultation
The contents of this report do not have any direct implications with regard to consultation
however the Strategic Plan and priorities were agreed following wide public consultation.

Publicity considerations
The National Indicators are a statutory requirement and our performance against them
needs to be monitored on an annual basis.

In addition, those indicators which are specifically referenced in the Local Area
Agreement are collated by the County Council and shared with our partners.

The performance report contains key measures for National Indicators, Local Indicators
and our SPAP many of which are used to monitor the performance of our services and
as such these may be of public interest.

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

Equality, Diversity and Human Rights implications

The National Indicators were introduced by central government to improve the quality of
life for local people across the country by using a consistent set of data. Thus progress
and improvement of these and many of the actions within the Strategic Plan Action Plan
(SPAP) support our aims of improving the lives and services for everyone in the
Borough.

Community Safety implications
There are performance measures and actions within the SPAP which aim to improve
community safety and as such this report provides progress updates in this area.

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

Risk Management implications
We aim to deliver against the National Indicators and the SPAP as both form a key part
of our organisational performance assessment and as such could reflect on how well we
deliver services to our residents.
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Appendix 1 - Performance Summary
Year End - April 2009 to March 2010

1.0 Included in this Report

Performance Summary Page 1
Progress of National Indicators Page 2
Progress of CBC ‘Have Regard to’ LAA Indicators Page 2
Progress of our Local Indicators Page 3
Strategic Plan Action Plan Update Page 3-4
People Update Page 4-5
Other Performance News & Conclusion Page 5-7

2.0 Performance Summary

The Council agreed a number of key performance areas in 2009/10 which were
used as part of the Performance Management Framework to help monitor
progress and improvement. This Appendix provides a summary of the year end
position with regard to key performance measures, improvement actions within
the Strategic Plan Action Plan (SPAP) and some qualitative information relating
to a number of key performance areas.

Overall we monitor Red, Amber and Green(RAG) alerts for 35 of our indicators
and of these 71% (25) have met their year end targets. This compares well with
the forecast, 54% at quarter three. 29% (10 indicators) did not achieve year end
targets and full details are included in the comments columns of the tables in the
Appendices to this summary report.

At year end we achieved 96% of the actions within our Strategic Plan Action Plan.

It is always worth remembering that while targets are important, they are not the
only measure of success. Indeed some targets are set at very stretching levels
and missing this does not mean poor performance has occurred and equally a
very easy target achieved could represent missed opportunities. For that reason
we also track ‘improvement’, where it is possible to do so. This is a key measure
for the audit commission and of the 29 indicators included in this measure 69%
have shown some improvement on last year’s performance. Given the
challenges faced this year it is important not to lose sight of this achievement.

Highlights from the Indicator Tables and Strategic Plan Action Plan, along with
our people update and other performance news are detailed below.

4%

29%
O%O
71%

96%

Indicators OGreen SPAP OGreen
O Amber O Amber
B Red 1 BRed
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3.0 Progress of our National Indicators

The table (Appendix 2) provides the year end data from our basket of organisational
performance measures in relation to the National Indicators that we have been
monitoring. Each indicator has its current performance against the target set for the
year, but also shows year end performance for last year, the direction of travel (DOT), a
comment from the Head of Service and a proposed target for next year, where relevant.

A number of indicators are not due to report their year end data until later in the year, in
these cases we have had to ‘forecast’ year end performance to enable this report to be
finalised.

National Indicators for next year: Four NIs have been dropped as part of the national set
from 1 April 2010. It is proposed that we retain NI14, avoidable contact, as a local
indicator, but as shown in the table at Appendix 2, National Indicators 170, 180 and 184
will not be retained.

Proposed targets for our remaining NlIs are included on the table in Appendix 2.
Key areas to highlight include:

e Good progress and activities in relation to NI35.
e Good performance in relation to our fuel poverty National Indicator
e Two red alerts in the planning National Indicator (NI 157)

4.0 Progress of our LAA ‘Have Regard to’ Indicators

Local Area Agreement (LAA) Indicators are national indicators that have been agreed as
priorities by partner organisations across Essex. There are some which Colchester
Borough Council ‘has regard’ to and as such we monitor these separately. Year end
performance for these indicators and 2010/11 proposed targets are included on
Appendix 2.

Key areas include:

e NI 155, exceeded the affordable homes target

e NI156, we have reduced the number of people living in temporary
accommodation from 235 last year to 178 this year.

e NI 192, despite not meeting our stretching 40% target we have improved our
recycling rates from 36.9% last year to 39.28% this year.

e NI 195, our measure for street and environmental cleanliness has improved in all
categories during 20009.
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Appendix 1 - Performance Summary
Year End - April 2009 to March 2010

5.0 Progress of our Local and Life Chances Indicators

We have a number of indicators that have been selected because they are relevant to
local priorities and the year end position is detailed in the table on Appendix 2, along
with proposed target for next year, if we are planning to retain the measure.

Key areas include:

Where a decision against a planning application is appealed we have performed
well when compared to the national average.

The average time taken to re-let council houses has improved year on year from
40 days to 34, despite missing the target set.

Our performance to help prevent homelessness was successful in meeting the
target set which is good given the current economic climate.

We achieved fewer evictions due to bad debt than anticipated.

Year end sickness absence did not meet the target set, but good progress
continues to be made with short term sickness rates and in 2010 further thought
will be given to the processes involved and our Occupational Health Scheme’s
effectiveness.

The methodology used to monitor ex-79a, (processing accuracy) changed in-year
impacting on the performance against the target set.

6.0 Strategic Plan Action Plan

The Strategic Plan is focused on providing direction and vision for the aspiration for
Colchester as a place for its people. We have developed an action plan to help deliver
the strategic improvement priorities set out in the Strategic Plan.

Appendix 3 to this report provides the year end position of our Strategic Plan Action Plan
2009/10. We achieved 96% of the actions.

Some key areas to highlight from each of the priority areas include:

A multi-agency ‘Older People’s Forum’ has been established.

Promotion of the MEND scheme (to reduce childhood obesity).

Safer Colchester Pilot attracted £150,000 of funding and is progressing well
including successful ‘Days of Action’ held to tackle anti-social behaviour.

Al12 Junction work has started and 2.5km of foot and cycle paths improved
through Highwoods residential area.

The Town Centre Project Plan in place

Achieved target to increase proportion of working age population qualified to level
3 NVQ or higher and NVQ level 2 training provided to 75 local residents to help
secure employment with Waitrose. In addition we secured a Future Jobs Fund
award — 88 placements / apprenticeships

Joint post recruited with the NHS to work on Health Priorities in the area.

27




Appendix 1 - Performance Summary
Year End - April 2009 to March 2010

@i

Colchester

I

e Six new health walks have been introduced against a target of three.

e 30 properties have been improved through the fuel poverty scheme and 97 empty
properties have been bought back into use as at September 2009.

e Kerbside recycling service extended to all flats and a door stepping project
commenced in October to increase levels of participation in recycling. We also
organised monthly ‘blitz cleans’ taking place along with ‘days of action’ and free
recycling service now provided to all schools.

Our draft 2010/11 Strategic Plan Action Plan is included at Appendix 4.

7.0 People Update

The Strategic HR Team meets monthly to discuss strategic and corporate performance
areas across all services. The following provides a summary of some key areas from
2009/10:

Sickness Absence

The sickness figure for 2009/10 was higher than the Council’s target of 8 days per
employee. During the year there were 31 cases of swine flu and 168 working days were
lost for this reason, with each employee taking an average of 5.4 days off work to
recover. Short term sickness has reduced since last year, which is good, but long term
sickness has increased impacting on the overall performance.

Recruitment

Voluntary turnover for the year was 7.0%, a decrease on the 2008/09 figure of 9.1%.
Similarly, external recruitment activity remained quite low in comparison to previous
years (pre-recession), with all posts being advertised internally first and as 12-month
contracts. Furthermore, internal movement during 2009/10 has been fairly healthy with
instances of “acting up” (6), movement as a result of a “re-organisation” (11),
“secondments” (12) and “transfers” (74) showing a flexible workforce.

Learning and Development

A range of internal learning and development activities have been delivered throughout
2009/10 including: Customer Excellence; the CLM programme; development of the
Managers Network; Leadership Days; ILM Level 3 Coaching; SMART performance
management; recruitment and selection; interview skills for employees affected by the
Housing FSR; disciplinary and grievance; neuro-linguistic programming; preparation for
retirement and change management. Another significant development during the year
was the launch of the Learning Pool, which replaced the “Colchester Learning Academy”
area of the Hub.

Furthermore, there are plans to deliver training for Safeguarding Children to the whole of
CBC (via a 15 minute e-learning course on the Learning Pool and additional face-to-face
sessions where this is required) and two mental health awareness sessions in May and
July. In the summer the Local Government Ombudsmen will deliver “Good Complaint
Handling” training to GMT managers.
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Member Development has also moved forward with a shared desire to achieve Charter
Status and an agreed new process.

Flexible Working

While working in a flexible way was not new to our workforce we introduced a big
addition to this in 2009/10 with the ability for staff to work both from home and in
alternative locations. Our flexible working capacity is now ahead of most other public
sector organisations and has enabled efficiencies in accommodation, investment in new
technology (providing a platform for future innovation), enhanced work life balance for
staff, benefits for our customers including greater speed of resolution and many
opportunities for increased productivity and improved service delivery in the future.

Health & Safety

Updates on the previous key areas of focus reported in the last quarter include:

i) Incident rates remain low, which points towards a good underlying safety culture.
However, the incident report system needs to be updated in order for us to comply
with our legal duties and the Health & Safety Advisor is currently sourcing a new
system.

i) The Health & Safety Policy has been reviewed, rewritten and signed off by the Chief
Executive.

iii) Three new Health & Safety Standards for Volunteers, the Health & Safety Committee
and Office Inspections have been agreed and will be published shortly.

iv) A new Fire Evacuation System is now in place at Rowan House and will be tested
within the month.

v) New First Aid arrangements, including training for designated officers, have been
made in line with new guidance from the Health and Safety Executive.

vi) Most of CBC's main buildings now have a new Fire Risk Assessment (FRA).

Equality & Diversity

During 2009/10 recommendations from the Peer Review (undertaken in March 2009)
have been actioned; for example, redesigning the EqlA form and ensuring that this
process is embedded in policy review both at officer and member level and working with
partner organisations to improve community engagement. Furthermore, the first Single
Equality Scheme with a 3-year action plan was approved by Full Council in January
2010. Implications of the new Equality Act are also being considered.

8.0 Other Performance News
Alongside the key monitoring processes we have in place with our Performance
Indicators, there are many ongoing activities and improvements taking place within

services and in partnership. A summary, since the last report in December 2009 is shown
below:
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Awards and accreditations include:

For the whole Council

Equality Standard — level 3 | This transfers across to the new Equality Framework as
‘achieving’

Institute of Customer Earned its Approved Centre Certificate — 42 members of

Service staff have now achieved their ICS awards

Customer Excellence Assessment replaces Charter Mark and has been awarded

Standard to Resources Management and Corporate Management
with ongoing assessments for all Services.

For Council services

Chartered Institute of Public | Silver award in the ‘outstanding in-house PR team’

Relations category for the eastern region

Good Communications Only district council to be shortlisted in the ‘local authority

Awards PR team of the year’ category

LEXCEL Achieved the Law Society’s practice management
standard for the ninth consecutive year

Firmstep - Customer For innovation in the use and development of IT in the

Excellence CSC and Planning

Memorial Awareness Board | The cemetery was awarded ‘honourable mention’ in
category C — cemeteries above 15 acres.

Green Flag Award For high quality parks and open spaces - cemetery ,
Castle Park and High Woods Country Park

Green Heritage Site Castle Park -held annually since 2003, when it was one of
only four in England to earn this award

Walking the way to Health Natural England award for our Colchester Health Walk
scheme

Divisional Commendation Essex Police made individual awards to four members of
our Community Safety team

PDQ Award for best green Castle Park was judged to have the best green in more

keeping than 50 Essex cricket grounds

UK Best Park Castle Park won ‘Best Park in the UK’ for its usability,
access, design and community involvement

QUEST Sport and Leisure Colchester Leisure World was ranked as ‘excellent’ and in

Awards the top 20 leisure facilities in the UK

QUEST Sport and Leisure Earned for our highly commended and continuously

Awards improving sports development services

MJ Awards Finalists in the ‘public private partnership achievement’

category for the Community Stadium

Royal Institution of Chartered | The Community Stadium was judged ‘Project of the Year’
Surveyors and winner of the ‘community benefit’ category at the East
of England Awards, and then went on to achieve
‘community benefit award — commended’ as runner-up in
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the national awards
Essex Tourism Awards The Guardians of the King exhibition won Museum Event
of the Year -the first year of these awards
Tourist Information Centre of | Colchester’s tourism team earned the silver award, and
The Year have won an award every year since 2005
Park Mark Awarded to 10 council car parks following an independent
assessment of quality and security
Government Business Shortlisted for our carbon awareness and Rubbish
Awards Recyclers campaigns
National awards from the We achieved 3™ place in the South East and 13"
institute of Cemetery and nationally for providing high-standards of burial and
Crematorium crematorium services.
Arts and Business East Colchester won the ‘community category’ for ‘Venice-
Awards inspired painted poles’ Art Installation on Layer Road.
PATROL award Shortlisted in the top 5 out of 230 parking authorities.

Colchester Borough Homes

Colchester Business CBH won the ‘education and lifelong learning’ category of
Awards these awards run annually by Newsquest

9.0 Performance and Improvement..... looking ahead to 2010/11

2010/11 will no doubt provide even more challenges than we have faced in 2009/10.
While the economic situation may recover around us, the need to maintain and improve
performance, while delivering efficiency demands, will continue to be our focus.

To help drive the change that is needed we will concentrate on agreed priorities, work
ever more closely with our partners and continue with our programme of Fundamental
Service Reviews (FSRs) throughout the organisation. These reviews place our
customers at the heart of what we are trying to deliver, aiming to reduce duplication of
effort, work more closely with partners and make better use of technology and resources
to ensure customers receive the services that they want in the most efficient way
possible for the taxpayer.

In 2009/10 we carried out FSRs on our Planning, Housing, Benefits and Revenue
Services. Implementation will be ongoing during 2010/11 with significant outcomes
expected over the next three years, and while some of the change will happen over this
slightly longer period, there have already been significant achievements in terms of
efficiencies and improved delivery of services for our customers. A review of Street
Services is how underway with exciting opportunities being identified, even at this early
stage.
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Agenda item 8(i)

Extract from the minutes of the Strategic Overview and
Scrutiny Panel meeting on 8 June 2010

Councillor Arnold (in respect of his spouse being a Board Member
of Age Concern), Councillor Chapman (in respect of being a Board
Member of Colchester Borough Homes), Councillor Theresa
Higgins (in respect being a Member of Essex County Council and a
Colchester Blue Badge Guide), Councillor Offen (in respect of
being a Board Member of Colchester Borough Homes) and
Councillor Young (in respect of being a Member of Essex County
Council) all declared a personal interest in the following item.

4. 2009-10 Year End Performance Report

Councillor Tina Dopson, Portfolio Holder for Communities (previously the
Portfolio Holder for Performance and Partnerships in 2009-10) and Ms. Ann
Wain, Executive Director, attended the meeting for this item.

Councillor Dopson introduced the Year end Performance report (including the
Strategic Plan Action Plan (SPAP) and proposed targets and actions for
2010/11) making members aware of the Performance Summary, that included
commentary on the progress on our National Indicators, LAA ‘Have Regard to’
indicators, our Local and Life Chances Indicators and the SPAP, and
appendix 2 that highlighted the Council’s excellent performance in regards to
Number of Affordable Homes Delivered (NI155) and the Number of homeless
people in Temporary Accommodation (NI156). Councillor Dopson also
explained the reasoning for the NI1192 Household Waste reused, recycled and
composted sadly being below target, though the dry weather conditions that
caused a lowering of garden waste collected was out of the Council’s control.

Both panel members and Councillor Dopson agreed with Councillor Arnold
that NI192 would be better explained and understood if the information was
broken down into the three constituent parts.

Ms. Wain explained to the panel the future changes that would alter the
Council’'s Performance Management Framework as we know it, due to the
significant changes being made at a national level. Comprehensive Area
Assessment (CAA) and including ‘Use of Resources’, was now abolished,
with the Audit Commission instructing the Council to stop this work, though
the Council was awaiting further instruction on the future for Place Survey
(Customer perception Survey), a replacement for CAA and the agreed set of
National Indicators. Ms. Wain said once further details are announced,
briefings on the new arrangements will be organised.

Ms. Wain confirmed to the panel that once the Government provides
guidance, likely to be in the autumn, on publication of individual items of
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expenditure above £500.00, a final decision, taking into account the work of
other leading authorities, will be made.

Councillor Chapman explained that the additional information sheet supplied
to members provided a fuller list of Awards and Accreditations to Colchester
Borough Homes than that presented in Appendix 1 of the main report.

Councillor Dopson confirmed that with regard to ‘Future Jobs Fund Project’
that included 88 work placements for unemployed people aged 18-24, the
project would loose its funding in 2010-11 and would not go ahead.

Further to Councillor Offen’s concern about the air quality at certain ‘hot spot’
locations in or close to the Town Centre (prompted by NI194’Level of Air
Quiality from Council buildings and operations’, Ms. Wain confirmed these and
a potential additional ‘hot spot’ are part of officer's current work in progress
(including Brook Street, Mersea Road and the Town Centre) with ongoing
dialogue with DEFRA and the Highways Agency. It is anticipated that the
longer term aspirations for the Town Centre will improve air quality.

In respect of the SPAP 2009/10 Congestion Busting action around changes to
town centre to reduce traffic, the panel requested the agreement on “Key
Fundamentals agreed” should read “Key Principles agreed”.

The panel member’s agreed with Councillor Arnold that the Cabinet should be
requested to provide additional information on Air Quality Hot Spots in the
Borough in future reporting.

Following discussions on NI184 ‘Food Establishments compliant with hygiene
law’, an indicator dropped for 2010/11, members of the panel considered it
desirable to see this indicator retained locally, so that the percentage of
compliant premises in any one year was known. Members understood from
Councillor Dopson and Ms. Pam Donnelly, Executive Director that year on
year comparisons are misleading due to changes in the comparative property
data, though the dropping of this local indicator would not impinge on the
annual food premises inspection programme. Councillor Dopson and Ms.
Donnelly agreed to seek further clarification on this indicator and provide this
to the Cabinet for consideration.

During discussions about NI157 The Processing of Planning Applications, Ms.
Donnelly explained to the panel that though a Fundamental Service Review
(FSR) had been undertaken in Environmental and Protective Services in
2009, there remained areas still to be focused on during phase Il of this
review, including performance issues, though members should be aware of
the reality that due to future financial pressures and decisions taken as part of
the FSR, that there could be a trade-off with lower, more realistic targets.
Members suggested that a more detailed definition to the three categories of
planning applications could be useful.

The panel agreed to discuss future FSR later, during discussions on the work
programme.
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Councillor Smith addressed the panel to explain that the targets for NI79a
‘Benefit Claims Processed correctly’ had been revised downwards due to a
change in methodology introduced by the Government, not a softening of the
expected target level.

Panel members felt a final review of the Community Safety action on
‘reducing crime and anti-social behaviour was required, though the panel
were not sure whether the Night Time Economy Task and Finish Group, in
existence for approximately six years, would be responsible for reviewing the
final actions and outputs from the SPAP. The panel therefore agreed for
Councillor Offen, Chairman of the Policy Review and Development Panel
(PRDP) to confirm to the next SOSP briefing (Chair and Group
Spokespersons) whether the PRDP would be completing this review, and if
not whether it should be considered as a future SOSP work programme item.

The Scrutiny Officer was requested to check that the Finance and Audit
Scrutiny Panel retained an item on their work programme for the need to
examine the finances for a new Park and Ride at North Colchester.

The Chairman requested clarification on what was meant by ‘An agreement
had been reached with ECC to develop the option for improving bus reliability
and operation in Colchester. Councillor Barton, Portfolio Holder for Planning
and Sustainability explained that the agreement was to look at options
generally, with regular 5-aside meetings to be arranged, to develop the
options to informal agreements. Councillor Smith and Arnold agreed that
greater transparency around this work was needed.

Councillor Arnold questioned the correctness of the Q4 update on the
Enabling Job Creation action on ‘Increased incubation and grow-on space’,
indicating ‘green’, but stating Stane Park development currently on hold.

The panel requested more detail on the SPAP 2009/10 Healthy Living action
on the delivery of the Community Sport Network action plan, giving the target
for this action was not achieved.

Discussions around the Healthy Living action on ‘Work with partners to deliver
the London 2012 Partnership Plan’, including Councillor Dopson’s update on
work in progress, resulted in agreement that it would be beneficial for the
panel to undertake a review of the London 2012 Partnership later in the year.

Councillor Arnold congratulated the Council and officers on the good news
that under the Reduce, reuse and recycle action, the Council had, due to high
levels of waste minimisation, achieved a reduction of 8.5% in waste to landfill.

Councillor Arnold said that as one of the main objectives of the Council’s
Strategic Plan was to make Colchester a place that people want to live, work
and visit, the SPAP for 2010/11 should have an action focusing on visits to
Colchester to pick up the “visit” in the vision.
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Councillor Theresa Higgins requested that New Town be added to the
Addressing Young People’s Needs action on organising a varied programme
of subsidised or free activities.

The Chairman thanked Councillor Dopson and Ms. Wain for attending the
meeting, presenting the Year End Performance Report and responding to
questions from the Panel.

RESOLVED that the panel

i)

ii)

Considered and commented on the performance report for the period
up to the end of March 2010 which included progress of our
performance measures, the Strategic Plan Action Plan and proposed
targets and actions for 2010-11.

Requested that the Cabinet consider that future performance reports
provide the following:

a) A breakdown of the three constituent parts that make up NI192
Household waste ‘reused’, ‘recycled’ and ‘composted’.

b) The provision of additional information on Air Quality Hot Spots
in the Borough (to run in parallel with NI194).

c) In respect of the SPAP 2009/10 Congestion Busting action
around changes to town centre to reduce traffic, the panel
requested the agreement on “Key Fundamentals agreed” to read
“Key Principles agreed”.

d) The panel requested more detail on the SPAP 2009/10 Healthy
Living action on the delivery of the Community Sport Network
action plan, given the target for this action was not achieved.

e) A more detailed definition to the three categories of planning
applications could be useful.

f)  Given that one of the main objectives of the Council’s Strategic
Plan was to make Colchester a place that people want to live,
work and visit, the SPAP for 2010/11 should have an action
focusing on visits to Colchester to pick up the “visit” in the vision.

g) That New Town is added to the Addressing Young People’s
Needs action on organising a varied programme of subsidised or
free activities.

h) In respect of the retention of NI184 ‘Food Establishments
compliant with Food Hygiene law’ as a local indicator, Councillor
Dopson and Ms. Donnelly are requested to seek further
clarification and provide this to Cabinet for consideration.

The Scrutiny Officer was requested to check that the Finance and
Audit Scrutiny Panel retain on their work programme a review of the
financial aspects of a new Park and Ride at North Colchester.

The Chairman and Group Spokespersons of SOSP to consider a

future year end review of the London 2012 Partnership as part of the
work programme, at the next panel briefing.
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@ Cabinet Iteg(i)

Colchester June 2010

—
Report of Executive Director Author lan Vipond x 2717
Title VAF Issues related to Legal Proceedings
Wards Castle Ward
affected

This report requests the Cabinet to recommend to full Council the release of
additional revenue funding to fund the legal proceedings in relation to the Visual
Arts Facility (VAF) and to agree the appropriate allocation of the existing revenue
funding.

1.1

1.2

2.1

2.2

3.1

Decision Required

To recommend to full Council the release of up to five hundred thousand pounds of
additional revenue funding towards the legal costs of resolving VAF legal claims or
disputes for the reasons set out in this report, if necessary in advance of legal costs
already incurred being refunded by resolution of outstanding disputes.

To agree that the Council can use any agreed revenue budgets (for specific
disputes relating to the VAF) as a global budget for all the revenue funded disputes
relating to the VAF for the reasons set out in paragraphs 2.1 to 2.4 this report

Reasons for Decision

In July 2009 the Cabinet agreed that proceedings could be issued against Banner
Holdings Ltd (BHL) and Turner and Townsend (T&T) subject to the revenue budget
not to exceed £365,000 without further approval and there were other revenue
budget allocations relating to other identified claims in relation to the VAF. This
approach has proven problematic due to certain areas of legal work being more
intense than other areas and because the claims are so interrelated. It is now
suggested that it would be better to agree that identified revenue budgets can be
used as a global budget in relation to all the revenue funded VAF disputes.

In December 2009 the revenue budget was increased by £500,000, with £250,000
being released in the last financial year and the remaining £250,000 being released
in this financial year. This budget has largely been expended in relation to
successfully defending the claim by BHL. Under normal circumstances the Council
could expect to recover its legal costs and this might yet prove possible to a varying
degree, but at present more revenue funding is required this financial year up to an
additional £500,000 if the Council is not to lose its ability to claim against T&T.

Background
BHL issued proceedings against the Council which the Council was required to

defend or risk the very real prospect of paying significant sums to BHL. The issue
was whether the Council determined the contract at will or for breach by BHL and
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3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.1

the outcome of this dispute determines the sums that the Project Manager (PM) is
required to certify as being due under the terms of the contract.

The Council needed the assistance of T&T during the dispute with BHL and
accordingly the dispute with T&T was put on hold pending the outcome of the case
with BHL.

The Council defended the claim against BHL and counterclaimed and the dispute
was listed for a hearing in the High Court of Justice Queens Bench Division
Technology and Construction Court in November with a time estimate of twelve
days.

The Council exercised its right to refer the contract to adjudication and the
adjudication hearing was held on the 8" March 2010. BHL defended the
proceedings.

The adjudicator gave his award on 9 April 2010. The outcome of the adjudication
was a significant win for the Council in that it was held that the Council was entitled
to determine the contract for breaches by BHL.

On the 27" May 2010 the Council sought and obtained an order that BHL would be
required to make certain payments into court as security for costs. The application
was made because the Council was worried about the financial position of BHL.

Prior to the hearing on the 27" May it became known that BHL'’s solicitors were no
longer acting in connection with the dispute and indeed BHL was not represented
and nor did anybody from BHL attend the hearing.

The main outcome of the hearing on the 27" May is that BHL have to make certain
payments into Court by the 9" July 2010 and in the event that it fails to do so the
BHL claim will be struck out unless the order is varied at the request of BHL.

The Council will now be entitled to proceed with the formalities (which could include
a further adjudication if there is a dispute over the sums certified by the PM) to claim
against the bond. It is hopeful that the full amount of the bond in the sum of
£1,422,000 will be released to the Council over the next few months. The majority of
this sum will be used to offset a capital commitment of £1.1m from the Council to
complete the VAF construction project (May Council resolution), however if the full
Bond sum is recovered the remainder can be used to offset legal costs which would
significantly reduce the sum now sought under recommendation 1.1.

Whilst the proceedings with BHL have largely been defensive the Council will now be
entitled to enforce the various cost orders awarded against BHL. Unfortunately there
is significant uncertainty about whether any of these sums will be recovered as BHL
are now in the hands of Administrators. However, the Council will seek to recover
any sums due from BHL insurers or the Administrator as appropriate while ensuring
that the any additional legal costs incurred on this matter are not disproportionate.
Again any recovered sums can be used to offset anticipated further legal costs.

Cabinet will note from the above that the Council has been forced to incur
significant legal costs because of the aggressive approach to the litigation adopted
by BHL and the result of the adjudication has saved the Council significant further
legal costs as well as determining that BHL are not entitled to recover the sums it
claimed as payable under the terms of the contract.
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3.12

3.13

41

4.2

4.3

4.4

4.5

5.1

Because BHL went into administration on the 4" June 2010 it does not necessarily
negate the risk of a further adjudication to determine the amounts due under the
terms of the contract before a claim can be made against the bond. It does however
make it unlikely that BHL will be able to avoid their claim being struck out on 9 July
2010.

The Council now needs to issue proceedings against T&T in order to avoid the
possibility of the claims being statute barred because of the limitation period that
applies. The advice obtained remains that there are significant prospects for the
recovery of substantial sums from T&T who have the benefit of Professional
Indemnity Insurance cover.

Financial implications

The sums identified in section one are not included within the 2010/11 Budget and
there will now need to be a separate allocation.

Under the Financial Procedure Rules the Cabinet can only approve a virement of
between £50,000 and £250,000 of revenue funding. Accordingly, the virement of
five hundred thousand pounds will need to be approved by full Council assuming
Cabinet is minded to agree the recommendation contained in this report.

Also, as the five hundred thousand pounds has not been approved by Council
within the 2010/11 budget and with regard to its significance the Council will need
the use of reserves of one sort or another.

The outturn position for 2009/10 is reported elsewhere on the agenda and shows
that last year there has been some favourable movements which potentially
provide scope for funding the additional funding requested in this report:-

o General reserves and balances are currently forecast to stay within the
agreed levels, of £1.5m, at year end.

e ltis therefore anticipated that the £500,000 can be found without taking
reserves below their agreed level, although this is likely to require action to
mitigate cost pressures in 2010/11.

e The funds for legal costs may not be required until later in the year and will
not be drawn upon until necessary.

The allocation of funds for legal costs will clearly reduce the scope for funding
other priorities and further cost pressures or growth items will be harder to
accommodate in the financial circumstances anticipated in the future. Recent
announcements on grant reductions have highlighted significant pressures which
will need to be managed this year.

Alternative Options

Given that the Cabinet has already agreed that the legal proceedings can be
issued and the legal advice is that there remain good prospects of recovering
significant sums there is limited alternative but for the Council to continue to fund
the litigation because of its public law duties. Local authorities are under a duty to
act prudently. The essence of the duty is to act “prudently” in all decision making,
but particularly in relation to items with financial implications. If the authority
chooses not to realise an asset (in the form of the potential claim against T&T) this
is a matter which could be the subject of an adverse audit report.
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5.2

6.1

71

8.1

9.1

10.

10.1

11.

111

12.

121

Against the above the Council will rightly have to consider the risks associated with
legal proceedings and the budgetary implications against (i) potential recovery for
the Council of what could be significant sums and (ii) other potential risks
associated with not progressing the claims in circumstances where the external
advice is that there are good prospects for the recovery of significant sums.
Strategic Plan references

Delivery of the Visual Arts Facility was identified in the 2006 Strategic Plan.
Consultation

Not applicable.

Publicity considerations

This is a high profile project and so any report may attract public and media
interest and will need to be managed by the Councils communications team in
liaison with the Portfolio Holder.

Equality, diversity and Human Rights Implications

There are no particular equality, diversity or human rights implications.

Community Safety Implications

There are no particular community safety implications.

Health and Safety Implications

There are no particular Health and Safety implications.

Risk Management Implications

Whilst there remain good prospect for success there is always a risk with litigation
in that if the Council fails to recover its costs and/or in the event of unsuccessful
litigation the Council will be responsible for other parties’ legal costs these could
be substantial. The Council remains under contract with the other VAF funders to

complete the building as a home for firstsite. Failure to deliver the project could
make the Council liable for the return of funding already secured.
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Item

Cabinet 1 O(I)

Colchester 30" June 2010
———
Report of Head of Strategic Policy and Author Lindsay Barker
Regeneration Darren Brown
7= 282253
Title Consultation on a Self-Financing Housing Revenue Account
Wards All
affected

This report concerns the proposal to leave the current national Housing
Revenue Account (HRA) Subsidy System and adopt a Self-Financing HRA.

1.1

2.1

3.1

41

Decision(s) Required

To approve the Councils response to the Governments proposal to leave the present
HRA subsidy system and adopt a self-financing housing revenue account, shown at
Appendix A.

Reasons for Decision(s)

The Government are consulting on proposals to reform the current housing finance
system and this report provides the opportunity to give our views.

Alternative Options

To not approve the Councils response to the consultation paper, however this is not
being recommended for the reasons set out below. Alternatively, the option exists to not
respond.

Supporting Information

The Current System/Background:

Council Housing finance is supported through the Housing Revenue Account (HRA)
Subsidy system. This is a national system which provides deficit funding to local
authorities, to enable them to meet the interest costs that are incurred from holding
housing debt. It is a redistributive system based on a notional HRA for each authority and
has been in operation in its present form for more than 20 years. Under the subsidy
system, income from tenants’ rents and Right To Buy sales is collected centrally, and in
return Councils are paid allowances for Management, Maintenance and Major Repairs.
In principle, this redistributes funds to Councils that would be unable to meet interest
payments on their debt, and other costs through rental income. However, over time these
allowances have not kept pace with increases in rental income, which has led to a steady
withdrawal of resources from the national housing system. So much so, that it is now
acknowledged that the national HRA subsidy system is in surplus which represents a
real redirection of resources from local authorities into central Government and hence a
reform of the present housing subsidy system has long been called for by local
authorities and leading housing professionals.
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4.2

4.3

5.1

5.2

There has long been the belief that there are insufficient resources within the current
subsidy system to deliver long-term investment in services to tenants and provide a
sustainable housing stock. Furthermore, the current system is seen as being both unfair
and unpopular. Not only is the system complex, it lacks transparency and provides little
local accountability. It is highly volatile and can change at short-notice, creating difficulty
in planning in the medium to long-term.

As a consequence, there have been a number of documents produced in recent years,
setting out the intention firstly that high-performing ALMO’s would be able to take
advantage of “freedoms and flexibilities” in the current system, then developing into a
Self-Financing pilot project consisting of 6 case-study local authorities who investigated
the possibility of an alternative approach to the subsidy system which could be
implemented for all local authorities. It was the findings of this pilot project which led the
Government at the time to commission an HRA review, which resulted in a consultation
paper on HRA reform being issued in July 2009 to which we responded. The results of
this exercise have now been considered by the Government, which has resulted in a
further consultation paper being produced in March 2010 setting out a “Voluntary offer” to
local authorities to dismantle the current subsidy system, which is the subject of this
report.

Proposals

On the 25" March 2010, the Department for Communities and Local Government
(DCLG) issued the consultation paper entitled “Council Housing: A Real Future
(Prospectus)”. The proposals contained within the paper in summary are as follows;

e The current national HRA Subsidy system would be dismantled,

e |t would be replaced with a devolved, self-financing system in which Councils
would be able to retain all tenants’ rental income and capital receipts including
those from Right To Buy (RTB) sales, within their Housing Revenue Account,

e There would be a one-off adjustment of housing debt to local authorities,

e There would be a strengthened (more transparent) HRA ring-fence guidance,

¢ |t would be nationally neutral between central and local Government.

The detail of how self-financing would work is becoming clearer, but there are still a
number of technical questions that need to be answered before we are in a position to
know absolutely the impact locally. The Department for Communities and Local
Government (DCLG) are working with leading housing finance professionals, CIPFA and
the Treasury to establish how some of these areas may be dealt with, which primarily
revolve around the treatment and accounting for the debt reallocation.
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5.3

5.4

6.1

6.2

6.3

6.4

The consultation paper is asking local authorities 6 questions. These are not specifically
asking for an agreement at this point in time, but are in essence asking for our views on
the proposals, whether or not we would favour moving to a self-financing environment for
our HRA and voluntarily in 2011/12, and what reasons we may have for not wanting to
move forward based on the proposal being made. It should also be noted that all of the
figures included within the proposals are subject to confirmation by the Government at
the next Comprehensive Spending Review, and should be viewed on the basis that they
were proposed by the Government prior to the General Election, and the new incoming
Government has indicated its intention to look at all areas of public expenditure.

The new Government has recently confirmed its intention to reform council housing
finance. They have stated in their Coalition document that “We will... review the unfair
Housing Revenue Account..”, however it is not yet clear whether the review will be in the
same form as that proposed by the previous Government. Nevertheless, the consultation
process is being continued. Furthermore, the Housing Minister made an announcement
on 8" June, stating the he wants “to see a new devolved system that puts Councils firmly
in control and gives them the financial freedom they need to make the best long term
decisions about their housing”.

Housing Subsidy and The Debt Settlement

The Government appointed Price Waterhouse Coopers (PWC) to undertake the work
around the level of debt that is to be redistributed amongst authorities, along with
determining the most appropriate method of allocation. PWC have come up with a model
which makes an assessment of each authority’s ability to service an amount of debt,
based on an assumed level of spending required and rental income over the next 30
years. These expenditure assumptions are based on uplifted allowances within the
current subsidy system as identified as part of the HRA review.

There is currently around £21billion of national housing debt which is serviced by all
housing stock-retaining Councils, through the housing subsidy system. There are a
number of authorities who have a high level of historic debt, along with a number of
authorities who have little or no debt. Accordingly, there is a large number of authorities
who pay negative subsidy to the Government under the current system, and there are a
few authorities who actually receive subsidy from the Government. In essence, there is a
strong relationship between those authorities who have high levels of debt and are
receiving housing subsidy, with those with little or no debt that are paying housing
subsidy to the Government.

The housing subsidy system takes funding from those authorities who notionally have
enough resources to meet the costs of managing, maintaining and servicing the debt on
their housing stock, and gives it to those authorities who have insufficient funding.
Therefore for local authorities to become self-financing will require the national housing
debt to be shared amongst Councils.

Naturally, there is a resistance from some authorities, especially those that are debt free,
to taking on any new debt. They feel that they are being penalised for good financial
management in the past which has seen them become debt free. However, due to the
way the housing subsidy system operates, if an authority has little or no debt, then it is
required to pay more in negative subsidy to the Government to support the debt of
others. An example to demonstrate this is shown in the following table:
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6.5

6.6

Authority A (with No Authority B (with

Debt) Debt)
Management Allowance £5m £7m
Maintenance Allowance £8m £10m
Major Repairs Allowance £4m £6m
Total Expenditure £17m £23m
Rental Income (£22m) (£28m)
Notional Housing Surplus (E5m) (£E5m)
Debt Charges £0 £9m
Subsidy Received from Government - (E4m)
Subsidy Paid to Government £5m -

In the example above, Authority A which has no debt is paying £5 million to the
Government in negative subsidy, which then in turn will use these funds to pay subsidy to
those Councils like Authority B who need support in meeting their debt payments. This in
effect means that authorities are already servicing the cost of debt through their negative
subsidy payments to the Government, it just isn’t necessarily their own debt. By
reallocating the national debt, some authorities would be required to take on additional
debt, whilst some authorities would actually see their level of debt reduce. The logic
behind this being that once the housing subsidy system no longer exists as a means by
which resources are redistributed between authorities to service debt, then each
authority has an appropriate amount of opening debt that it can support and service into
the future.

At Colchester, we are in a similar position to Authority A in the above example, i.e. we
are paying negative subsidy to the Government. Our negative subsidy payments are
forecast to increase annually in the future, to the extent that it is anticipated that we will
pay around £25million over the next 5 years, and in excess of over £65million over the
next 10 years. This is the factor that makes self-financing affordable for local authorities.
We will be taking on additional debt, but will be saving future negative housing subsidy
payments. Over the next 30 years this is forecast to generate a substantial level of
additional resources. Therefore, the key point to understand when taking on debt is that
although this will increase our level of debt held at the outset, we would no longer be
required to pay the current and ever increasing subsidy payments to the Government in
the future, thereby freeing up additional resources. We would be able to use these future
resources to service the borrowing costs of the new debt taken on and provide for its
repayment, and also fund the much needed improvements to our stock and services in
the future. This is the underlying principle behind self-financing.
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6.7

7.1

7.2

7.3

The review of Housing Finance not only identified a shortfall in funding of Management &
Maintenance and Major Repairs Allowances compared to assumed levels of need, but
also that there was £6 Dbilion of investment needed for additional
improvements/outstanding backlogs of works, and up to £5 billion needed on health and
safety and disabled facilities expenditure. Some of the shortfall in allowances is being
covered as part of the debt settlement calculation, whilst the remainder will be covered
through a system of capital grants to be established after the settlement — for which
authorities will be able to apply, through a process yet to be determined.

How will self-financing work

As previously mentioned, for it to be possible for Councils to be able to run their HRA's
on a self-financing basis, it will be necessary to allocate centrally managed debt to local
authorities. This will be distributed on the basis of the ability to service and repay this
debt over a 30 year period. Therefore, some authorities will find their debt levels
reducing, whilst others will find their debt levels increasing. As stated above, Colchester
falls in to the latter category, which means we will be required to take on additional debt.
Under the voluntary offer received from CLG, this amounts to £59.1million. This
additional borrowing would then be paid to the Government to “buy” ourselves out of the
system. If agreed and implemented, this would increase our HRA debt to a total of
£110million at the start of the new system. There is a proviso within the offer that we
could take-on a lower debt allocation of £52.8million, on the basis that we used the
£6.3million reduction to deliver new affordable housing. However, the terms of this are
currently unclear and therefore for the basis of this report, it has been assumed we would
take-on the higher level of debt.

The amount of debt that authorities will be required to take on has been calculated on the
basis of a formula developed centrally. A debt adjustment will be implemented which
would move the current level of supported debt (i.e. in the current subsidy system) to the
new level of the debt settlement. The review proposed a mechanism based on a
tenanted market value, in other words a Net Present Value cashflow forecast based on
future subsidy guideline rents, less uplifted Management & Maintenance and Major
Repairs Allowances. Furthermore, it is being proposed that there will be a cap on
borrowing, so as to limit the level of national debt. For Colchester, this cap would be
approximately £125million.

Once Councils have left the current subsidy system, they will be able to retain all rental
income and capital receipts, and invest in those areas where there is insufficient funding
currently. However, along with these freedoms there will be a number of new risks which
the Council will need to manage. The current system protects authorities to a certain
extent from the effects of interest rate changes, for example if interest rates rise, then the
HRA pays a higher financing cost but this is reimbursed through the subsidy formula.
However, in a self-financing system housing subsidy would no longer exist and therefore
this increased cost would have to be met from elsewhere within the HRA. Conversely,
any reductions in interest rates are currently not benefitted from as the saving to the HRA
is matched by an increase in subsidy payable. Under self-financing this would provide
extra resources to the HRA, for either improvements in services, additional stock
investment or repayment of debt which would save future financing costs. Whilst this has
been identified as a potential risk, it in fact only puts the HRA on the same footing as the
Council’'s General Fund which currently operates in this environment, and therefore we
are familiar with and already have experience of operating in this way.
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7.4

7.5

7.6

8.1

8.2

The Council has been developing a Business Plan which forecasts the Housing Revenue
Account for each of the next 30 years, both under the current subsidy system and in a
self-financing environment. The model takes into account the financing costs of the
additional debt we would take-on, the negative subsidy payments no longer payable and
the investment requirements of the stock indicated by our stock condition survey. The
Business Plan shows that under current assumptions, we would be able to take on the
additional amount of debt referred to above, deliver the investment requirements of the
stock and in fact repay all of our debt within the life of the 30 year Business Plan. This
needs to be compared to the alternative position, whereby we retain the current housing
subsidy system and continue to make increasing negative subsidy payments to the
Government, alongside not being to deliver the capital investment needs of our stock,
and have no ability to reduce our current level of debt.

The modelling undertaken by officers indicates that if the current system remains, we will
deliver around £51million of capital investment to our housing stock over the next 10
years (compared to around £94million under self-financing). However, by this time, the
HRA balance is projected to go into a negative balance, meaning even this lower level of
investment could not be sustained without making reductions in expenditure elsewhere.
Even then, this would not deliver the required level of investment needed over the next
30 years.

Whilst the figures contained within this report reflect the Business Plan modelling
undertaken as part of the assessment of the self-financing offer from CLG, it is intended
that the HRA Business Plan process will be adopted in the future, and become a part of
the ongoing financial management of the Council’'s Housing Revenue Account.
Therefore, the assumptions that have been made will be able to be changed in future
years, reflecting the Council’s changing priorities and local circumstances.
Benefits/Risks

There are a number of Benefits and Risks that have currently been identified as part of
the proposals. Whilst there will always be risks associated with change, they should be
viewed in the context of the substantial benefits self-financing is expected to bring,
especially when compared to the current subsidy system. The risks and benefits have
been summarised as follows;

Benefits of Self-Financing:

e All future rental income would be retained locally with the continued policy of rent
restructuring to safeguard the increase to tenants’ rents;

e 100% of Right To Buy receipts to be retained locally, with discretion retained for
25% as at present;

e Increased capital investment in the Council’s housing stock and services, enabling
the Decent Homes standard to be maintained in the long-term,

e Additional resources / Borrowing headroom for new affordable housing,
e More certainty in long-term planning,
e Ability to repay debt over the life of the business plan,

e Greater local accountability.
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8.3

8.4

9.1

9.2

Risks of Self-Financing:

e We would be approximately doubling the amount of debt we hold on our balance
sheet from day one of the start of the new regime, although our modelling
demonstrates that this could be reduced and indeed repaid over the life of the
Business Plan.

e There is likely to be a reduction in Social Housing Grant in the future, as the
Government would have less resources for centrally funded programmes,
although the expectation is that authorities would be able to use the additional
resources generated locally to replace this.

e Under the current capital financing rules, there could be an impact upon the
Councils General Fund through the take-on of additional debt, although this
depends on how the extra debt is treated and recharged to the HRA.

It is recognised that the potential impact of borrowing costs upon the General Fund is a
concern and has been raised as part of the review. CLG have stated that they do not
anticipate any negative impact upon Councils’ General Funds as a result of implementing
HRA reform. However, this is a technical area where further work will be required, and it
is understood that CLG are working with CIPFA and the Audit Commission to resolve any
issues that may arise in this area. Therefore whilst it is currently not possible to quantify
whether there would be any impact in this area, it has been included as a risk
nevertheless. We will however be urging the Government to mitigate any negative impact
upon the General Fund in our response to the consultation.

Risks

The risks that revolve around self-financing primarily fall into 2 areas. Firstly, there are
the risks relating to treasury management and the take-on of additional borrowing. Given
that the current housing subsidy system predominantly protects local authorities from
variations in interest rates, if the system is abolished then the HRA will be exposed to the
impact of fluctuations in interest rates in the future. These could be positive or negative,
dependant on the circumstances at the time. However, this risk can be mitigated by the
Council's treasury management policies and indeed can be viewed as a positive, as the
Council is incentivised to achieve treasury management efficiencies which it would be
able to retain within the business plan, as opposed to being offset by housing subsidy.
Furthermore, the abolition of subsidy would simply put the HRA on a similar footing to the
General Fund in terms of exposure to treasury management variations.

The other main risk revolves around the possibility that future Governments may decide
to open the settlement. The consultation paper refers to this settlement as “a once and
for all settlement between central and local Government”. However, the paper also refers
to the fact that it cannot be guaranteed that future Governments will not make changes to
policies that will impact upon the amount of rental income that can be raised or the costs
of meeting standards or other obligations. However, it does state that self-financing
business plans should be robust enough to withstand a range of movements in
assumptions moving forward. It is expected that local authority landlords should be able
to plan for and manage these normal business risks without recourse to Government.
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10.

10.1

1.

11.1

12.

12.1

13.

13.1

13.2

13.3

Strategic Plan References

These proposals link in to the Homes for All priority.

Consultation

Briefing sessions on the proposals have been undertaken and have included
representation from Colchester Borough Homes along with tenant representatives from
their Board. Further consultation will be undertaken should we be asked to formally
agree to the proposals in the future.

Publicity Considerations

Given the complex nature of this subject, we will ensure it is communicated clearly. Once
the Government provides further information on their proposals, we will communicate this
to the appropriate target audiences.

Financial implications

Financial Modelling of the “Offer”

Officers of the Council have been working with the Housing Quality Network (HQN) and
the Chartered Institute of Housing (CIH) on developing a 30 year business plan to model
the Council’'s HRA under both the current subsidy system and a self-financing one.
Regardless of the outcome of the self-financing proposals, this is a key piece of work and
will enable the Council to understand what the HRA looks like in the future from a
financial point of view. It is therefore intended to regularly update the business plan
model and include it as part of the HRA and Housing Investment Programme budget
setting process which is agreed by Cabinet each year.

The business plan starts with the Council’s current HRA budget, and in effect produces
an HRA budget for each of the next 30 years (this builds on the current HRA Medium
Term Financial Forecast (MTFF) which is produced as part of the current budget process
and is reported to Cabinet in January each year). It includes a large amount of financial
information, and makes assumptions on a wide variety of issues, such as inflation,
interest rates, rents policy, financing options etc. As a result, the further the business
plan looks ahead into the future, the more it becomes a guide rather than definitive as it
is impossible to accurately predict some of these issues up to 30 years ahead. However,
it does enable the Council to understand the future and also to undertake sensitivity
analysis within the plan, to determine what the overall impact would be of changes in
inflation, costs, income and interest rates etc.

The business plan will be a key document especially if self-financing goes ahead,
because as previously stated, the Council will be taking on additional borrowing of
around £59million and it will need to ensure it is able to meet the costs of servicing its
debt, along with the potential to reduce or indeed repay it over the life of the plan. In
addition, if constraints are applied to future borrowing, the plan will inform the Council of
spending levels in future years, which will in turn feed into the delivery of the asset
management strategy.
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13.4

13.5

14.

141

15.

15.1

16.

16.1

17.

171

Colchester Borough Council and Colchester Borough Homes are jointly working on
producing an asset management strategy for the Councils housing stock, which will
amongst other things indicate the likely level of capital and revenue investment needed
over the next 30 years. The strategy is being put together using core information from
Codeman, which is the Councils IT asset management planning system and is populated
with stock condition data which is gathered as properties are surveyed and average
component costs which have been externally verified. This system therefore indicates
when elements, such as kitchens, bathrooms, roofs etc require replacing in the future
based on assumed lives of components, and puts a cost to these. This therefore enables
high level planning on a year by year basis of capital and revenue requirements.

Clearly this is a planning tool and actual programmes of work each year would be on the
basis of actual need, given some components would last longer or shorter than the
industry norm, dependant on local circumstances such as usage. However, it does
provide the data for the Council to model its business plan and is a necessity for
authorities to understand what the current subsidy system and the proposal of self-
financing means in the long-term.

Equality, Diversity and Human Rights implications

An Equality Impact Assessment (EIA) will be carried out at the point we are asked to
formally commit to the proposals.

Community Safety Implications

There are no particular references to community safety implications.

Health and Safety Implications

There are no particular references to Health and Safety implications

Risk Management Implications

The risks currently identified have been included in the main body of the report.
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Response to the DCLG Consultation Paper on the Reform of Council
Housing Finance

Firstly, Colchester Borough Council welcomes the opportunity to comment on
the Reform of Council Housing Finance Consultation Paper issued by the
Department on 25" March, 2010.

In principal, we are very supportive of the proposal to leave the current
Housing Revenue Account (HRA) subsidy system and move to a Self-
Financing HRA. However, as there are a number of areas where work is still
required to fully inform authorities, for example around the treatment of debt
we would take-on, we have commented along the lines of the principles
outlined in the paper and we will need to see the detail as it emerges before
we can fully evaluate the implications for our authority and commit to the
change.

Q1. What are your views on the proposed methodology for assessing
income and spending needs under self-financing and for valuing each
Council’s business?

Colchester Borough Council is supportive of the general principles of the
process and accepts that there has to be some basis for dismantling the
current system. However, the results of our stock condition survey are
showing that an uplift to the Major Repairs Allowance of nearer 50% is
more reflective of our local position, compared to the proposed uplift for us
of 29%. Our modelling is assuming that this difference will be met from
securing a lower interest rate on borrowing than assumed within the
settlement, thus providing those resources required.

Q2. What are your views on the proposals for the financial, regulatory
and accounting framework for self-financing?

We are supportive of the move towards greater transparency in the
operation of the Housing Revenue Account. This will contribute towards
greater empowerment for our tenants and will assist in the move towards
cross-domain regulation.
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Q3. How much new supply could this settlement enable you to deliver, if
combined with social housing grant?

Whilst we are entirely supportive of increasing the supply of new
affordable housing, we are also mindful of the need to ensure our existing
stock is fully maintained and is fit for purpose in the long-term. Therefore a
balance will need to be achieved locally between increasing supply and
investing in our current housing stock, which will be determined by the
overall resources available within our self-financing business plan.

We have undertaken a desktop exercise to model the likely number of new
units we could deliver in the next 5 years as a result of using a discount
rate of 7% compared to 6.5% when determining the debt settlement. We
have assumed we would receive 30% Social Housing Grant over that
period, and have also made allowance for the anticipated increase in local
new build costs over the next few years. Overall, this suggests we could
deliver around 75 properties in total over the next 5 years. However, this is
a desktop exercise and we would need to explore further the availability of
land to deliver this number of units.

Q4. Do you favour a self-financing system for council housing or the
continuation of a nationally redistributive subsidy system?

We strongly believe that the current housing subsidy system is no longer
fit for purpose and does not meet the needs of Councils and their tenants.
It is not transparent and we feel there is and will continue to be a lack of
local accountability as long as it remains in existence. There is a clear
case for local authorities to retain all of their rental income and capital
receipts, enabling the delivery of much-needed investment in housing
stock, services and new supply.

We recognise that a move to a self-financing regime will potentially
generate the much needed resources that we require to maintain our
housing stock in the long-term. We therefore welcome, subject to the
observations raised in this response, the proposal to dismantle the HRA
subsidy system and replace it with a finance regime where local authorities
are able to make long-term business decisions which meet the local need
and aspirations of all stakeholders.

Whilst we are in favour of a once and for all full and final settlement, we
are concerned with the reference within the consultation paper to the
possibility that the settlement could be reopened in the future. This does
cause us concern, for if local authorities are to run their Housing Revenue
Accounts on a business-like basis and be able to plan for the long-term,
then they should be allowed to do so. Whilst it is accepted that business
risks are always prevalent, there is a concern that this is a risk that already
exists and that authorities who show good financial management and are
able to reduce their levels of debt will be allocated further debt in the
future.

Page 2 of 4
126



The Government is therefore urged to clearly set out the conditions in
which the debt settlement would be reopened in the future, and whether
this would be applied in both directions, for example where an authority
discovers that its opening debt settlement was not sustainable in the long-
term given the nature of the methodology used in determining the original
allocation of debt at a national level.

Q5. Would you wish to proceed to early voluntary implementation of
self-financing on the basis of the methodology and principles proposed
in this document? Would you be ready to implement self-financing in
2011/127? If not, how much time do you think is required to prepare for
implementation?

As previously stated, we are supportive of the principles of a self-financing
HRA and can see the benefits of moving to one as soon as possible, given
the alternative of retaining the current redistributive housing subsidy
system. However, there are still some areas of uncertainty for us,
predominantly around the treatment of debt and the potential impact upon
our General Fund.

Q6. If you favour self-financing but do not wish to proceed on the basis
of the proposals in this document, what are the reasons?

Whilst we favour the principles of self-financing, we are very concerned
that there is the potential for a negative impact on our General Fund
through the Item 8 Debit recharging mechanism. Whilst the reasoning for
separating HRA loans and debt is understood, we are reluctant to support
any proposal that would put additional costs upon our already pressured
General Fund.

Of particular concern to is the use of the Consolidated Rate of Interest
(CRI) figure at a certain point in time. Following the credit crunch we have
‘borrowed internally’ to reduce risk, which has led to us having a lower
CRI. Using the Average Rate of Debt for the Authority would result in a
more appropriate level of recharge in these circumstances.

It is acknowledged that the Government wishes to work with CIPFA and
the Audit Commission in establishing a methodology for treating debt. We
therefore urge that this is undertaken with the aim that it is cost-neutral for
the General Fund as an opening position. We believe this can be achieved
by fixing the Average Rate of Debt, as well as the amount of debt
attributable to the HRA and General Fund as reflected in the Capital
Financing Requirement positions on the eve of the settlement.
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Given that we would be taking on significant levels of additional debt under
the self-financing proposals, interest rate volatility could have a significant
impact upon business plans, both favourable and adverse. It is therefore
necessary that local authorities are given as much discretion in structuring
and managing debt as possible and we would encourage a review of the
CIPFA Treasury Management code, to ensure authorities can maintain an
appropriate degree of flexibility in their debt portfolio.

It is recognised that the Government, in the current fiscal environment,
wishes to control the level of public borrowing. However, the proposed cap
on borrowing is not in accordance with the prudential code and we request
that this is given further consideration. By imposing a cap on future
borrowing, a constraint will be placed upon spend to save type initiatives,
where up front investment is repaid from future revenue streams and
which may well also deliver additional resources in the longer term.

The option exists to reclassify HRA borrowing as being outside central
Government expenditure, as in the case of housing associations. Whilst
this may be a long-term aspiration, it is felt there is a case for this given
that the settlement is passing the responsibility for the servicing of debt to
local authorities. Regulation could still be exercised through the adoption
of a system of ratios and covenants similar to those in operation in the
housing association sector.
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Agenda item 10(i)

Extract from minutes of the meeting of the Strategic Overview and
Scrutiny Panel meeting of 24 June 2010

Councillor Nigel Chapman and Councillor Nigel Offen (in respect of
Board 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 Bill Frame (in respect of Board Member of Colne Housing
Group) declared a personal interest in the following item pursuant to the
provisions of Meetings General Procedure Rule 7(3)

Consultation on the reform of Council Housing finance
Briefing - Self Financing for the Housing Revenue Account

Councillor Young, Portfolio Holder for Housing and Community Safety, Mr.
Darren Brown, Group Account and Ms. Lindsay Barker, Head of Strategic
Policy and Regeneration attended the briefing. The briefing was open to all
members, to help to provide a better understanding of Self-Financing for the
Housing Revenue Account (HRA).

Following Councillor Young's introduction, Mr. Brown gave a presentation,
covering the background work that led to the consultation, the proposals and
how they would work, and the benefits, negatives and risks.

Mr. Brown explained that the HRA is a ring-fenced account within the
Councils General Fund, created through legislation by the 1989 Housing Act,
with the Council responsible for the landlord function that includes managing
and maintaining the council stock, managing rental income from tenants and
the financial costs of the HRA debt. Mr. Brown gave a breakdown of the
2010/11 HRA Budget at Colchester, both income and expenditure, and an
overview of HRA debt both locally and nationally.

The current HRA Subsidy Scheme was explained (with graphical examples)
and reasons given as to why there was a need to change and the limitations
and difficulties of the current scheme. Mr. Brown explained the two options
that would be available under the new scheme, one to create an additional
debt of £59.1m, a second to create an additional debt of £52.8m but with the
opportunity to provide innovative new build properties. A forecast of what the
Council’s future debt would be was graphically shown together with
comparative cost details on subsidy v financing. It was explained that under
the new scheme capital receipts from Right to Buy sales and sale of housing
land would be fully retained by the Council with 75% of receipts spent on
affordable housing and regeneration. A Capital Investment comparison graph
showed current and future investment requirements.
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In response to Councillor Sutton, concerning the reform in light of the recent
change in Government, Councillor Young said there was currently cross-party
agreement for the need to reform, with cross-party agreement and agreement
at Local Government Association (LGA) level prior to the May election. Mr.
Brown said the LGA still supports this review, with only minor changes likely
to be proposed. Mr. Nick White, Colchester Borough Homes, said the CIPFA
Housing Panel are in ongoing discussions with the Government and Audit
Commission, and there is a feeling that agreement for this reform will come
from most Councils with the Government expecting implementation in
2011/12 or 2012/13.

The Chairman thanked Councillor Young and officers for the presentation and
closed the briefing.

Strategic Overview and Scrutiny Panel meeting
The meeting of the Panel commenced at 6.30 pm.

The Chairman opened up the discussions by allowing the panel to ask
questions about the Council’s consultation response on a Self-Financing
Housing Revenue Account.

In response to Councillor Willetts, concerning the current levels of debt,
Councillor Young said whilst a current debt of £50.8m appeared high it should
be remembered that £35m of this figure was the result of the current Decent
Homes Programme (DHP). Mr. Brown said the present DHP borrowing is
loaned at approximately 4.5% interest, whereas the Housing Subsidy repays
at 8% interest, a net benefit to the Council. Due to the historically long period
of loans to Councils, over decades, it is difficult to determine why some local
authorities have a high debt figure and others are substantially less.

Mr. Brown also confirmed that the Government appointed Price Waterhouse
Coopers to undertake the modelling work around the level of debt, based on
the current subsidy system, and therefore there could not, for the purpose of
this review, be any adjustments to the projected figures.

In response to Councillor Offen, Mr. Brown explained that “cross-domain
regulation” mentioned in the response to question 2 was the ability for local
authorities to manage the HRA on a level playing field with Housing
Associations.

It was explained to Councillor Frame that the Council would go to the Public
Works Loan Board for loans, consistent with the current situation. If the
Council demonstrates it can repay, a loan(s) will be provided without the need
for the additional security of the housing stock. In response to Councillor Ellis,
Mr. Plummer, Finance Manager said in terms of financial management,
borrowing money, known as housing debt, will be charged to the HRA and will
remain separate from the Council’'s General Fund, a clear split. There
remained some concerns about the potential for a negative effect on the

130



General Fund through the Item 8 Debit recharging mechanism, and this was
reflected in the Council’s response within question 6.

Mr. Brown responded to Councillor Frame in regards to the delivery of new
build housing stock, saying the figure of 75 properties over the next 5 years
(as mentioned in the response to question 3) was for the short-term, that the
long-term figure was greater.

Councillor Young agreed with Councillor Arnold that the Council’s response to
question 5 needed to be expanded to provide an answer to whether the
Council would be ready to implement self-financing in 2011/12.

The Panel agreed in principle to the Council’s response, and requested the
Cabinet to agree to amend the wording to question 5.

The panel agreed that the consultation response was good, and thanked
Councillor Young and officers for their presentation and responding to
questions from members.

RESOLVED that the Panel:

i) Considered and noted the report on the Consultation on a Self-Financing
Housing Revenue Account to be presented to Cabinet on 30 June 2010.

ii) Requested the Cabinet to agree to amend the response to question 5, to
read;

“As previously stated, we are supportive of the principles of a self-financing
HRA and can see the benefits of moving to one as soon as possible, given
the alternative of retaining the current redistributive housing subsidy system.
There are still some areas of uncertainty for us, predominantly around the
treatment of debt and the potential impact upon our General Fund, but as long
as these are resolved we believe it would be possible for us to implement self-
financing in 2011/12.”
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@ Cabinet 1 (It)eal

Colchester 30 June 2010

—_
Report of Head of Strategic Policy and Author Lindsay Barker/John
Regeneration Rock
7= 282253/2762
Title Gas Servicing and Associated Repairs Contract
Wards All wards
affected

1.1

1.2

2.1

2.2

This report sets out the procurement process for tendering the Gas
Servicing and Associated Repairs Contract for the Council’s housing stock

and recommends an appointment to provide the service.

Decision(s) Required

To agree to appoint Morrison Plc to deliver the Gas Servicing and Associated Repairs
contract.

To agree to enter with the successful contractor into a 4 + 2year JCT Standard Form of
Measured Term Contract 2006 Edition Revision 2 (2009), further amended as set out in
the Tender Document.

Reasons for Decision(s)

Housing property related services are currently being provided through a signed Deed of
Variation with Colchester Borough Homes (CBH). The signing took place on Thursday 9
October 2008 and varies the Management Agreement between Colchester Borough
Council and Colchester Borough Homes. The first period of the agreement came to an
end on 31 March 2009 and the second 9 month period commenced on 1% April 2009.

During the Interim period and to comply with Cabinet decisions on 21 May 2008 and 28
January 2009 it was intended to prepare for and let a fully compliant OJEU contract or
set of contracts for the remaining Capital and Revenue work packages. The work
packages were designed to cover

e Responsive repairs, voids and adaptations

e Gas Servicing

e External overview — planned programmes, painting etc

Cabinet will be aware that the original decision taken by Cabinet above was reviewed
and this formed part of a separate report which was taken to Cabinet on Wednesday 9™
September 2009. As a result of the Cabinet decision, the first package “Responsive
repairs, voids and adaptations” will continue to be delivered by CBH and a robust
benchmarking exercise was to be conducted to ensure the Council complies with its best
value obligations. A new Deed of Variation has been prepared to recognise the new
arrangements and the parties have agreed to the necessary amendments. The new
Deed was signed and dated 10™ December 2009. The new Deed is essentially designed
to align with the completion date for the Management Agreement and recognise the
period January 2010 to March 2010 as an extension to the current Deed which ended in
December 2009, periods thereafter will be annual from 1 April.
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3.1

4.1

4.2

4.3.

4.4

As Cabinet originally instructed, work proceeded to expose Gas Servicing and the
External overview contracts to competitive tender. This report is concerned with the Gas
Servicing contract. The procurement approach agreed by Cabinet on 28 January 2009
was one of a full European (EU) compliant process (OJEU) with the Council acting as the
awarding body for any contracts placed and Colchester Borough Homes (CBH) acting as
the employer’s agent (Contract Administrator).

Expressions of interest were sought through a Pre Qualification Questionnaire (PQQ)
process from which prospective contractors were selected. The results of this exercise
conducted by Ridge and Partners were shared with Tenants, Leaseholders, Members
and Staff from both CBH and CBC.

Out of this exercise nine contractors were selected to be invited to tender for the works.
Tenders were returned and opened by officers on 18 May 2010 and following a further
analysis exercise three contractors were interviewed and out of this a final
recommendation was concluded.

Alternative Options

There are few alternative options as this programme forms part of the Council Statutory
obligations as a Landlord and protects both our customers and the housing asset.

Supporting Information

Following the January Cabinet decision, the Council engaged the support of Ridge &
Partners (property consultants) to assist with managing the EU procurement process
(OJEU).

EU regulations require contracts of this nature and scale to be advertised across the EU.
A two-stage contractor selection process consisting of a Pre-Qualification Stage which is
open to all interested parties, followed by a Tender Stage which is restricted to
contractor’s selected by analysis of the first stage responses was followed. The Pre-
Qualification Stage invites interested contractors to submit information concerning their
Financial Capacity, Technical Capability, Relevant Experience and References.
Information is requested in a Pre-Qualification Questionnaire from all interested
contractors.

In September 2009 a joint planning meeting took place with representatives from the
Council, CBH and Ridge & Partners to formulate a detailed project plan and timeline to
complete the procurement process.

In October 2009, Ridge & Partners placed the OJEU notices within the European Journal
inviting contractors to submit an interest in tendering for the Gas Servicing Contract.

e 44 contractors responded to the advertisement with 21 submitting completed Pre-
Qualifying Questionnaires (PQQ).

e Ridge & Partners carried out a robust analysis of the completed PQQ’s which
resulted in a presentation to a joint meeting attended by officers from CBC & CBH,
Councillor Oxford & Councillor Smith, and both tenant and leaseholder
representatives. Ridge presented their recommendations to the meeting on the
contractors who should be short listed to continue and complete the full tender
documentation
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4.5

4.6

4.7

4.8

e Following discussion 9 contractors were short listed and invited to complete the
full tender documentation. The closing date for the return of tenders was 18 May
2010. Contractors were made aware that the tender was subject to a TUPE
transfer of 10 staff and drew attention to there duties under this legislation.

e On the 18 May, 7 tenders were received and opened by the Legal Services
Manager. During the tender period two contractors withdrew from participation in
the process.

e Ridge & Partners carried out a full evaluation of the returned tenders and
contractors delivery Method Statements. The scores from the evaluation exercise
were based on 60% Price 40% Quality derived from the delivery Method
Statements.

¢ Following the outcome of the evaluation, 3 contractors were invited to attend an
interview on 8th June 2010. The contractors selected for interview were Morrison
Plc, PH Jones Ltd and EPS Group Ltd. In accordance with the requirements of the
OJEU process interviews were conducted as a verification of the submitted
tenders and were not used to establish an additional score.

The interview panel consisted of the following representatives:

Ridge & Partners — David Tobin

CBC - Beverley Oxford (Councillor) John Rock.

Union representative — Jackie Martin

Tenant representative — Alan Blois (Board Member) John Newton (Board
Member)

Leaseholder representative — Geoff Foster

CBH — Mark Wright (Director), Matt Armstrong (Asset Manager), Chris Morris
(Operations Manager)

A copy of the report on Responses to Pre-Qualification Questionnaire (Appendix A)
together with the Tender Report evaluation report (Appendix B) are available as
Background Papers. Appendix B contains commercially sensitive information and
although available for inspection does not form part of the report.

As part of the procurement process a robust tender specification was developed by CBC,
CBH and Ridge & Partners to ensure the Council and its tenants receive best value on
the evaluation criteria of price and quality. The documentation included a comprehensive
performance framework which included Performance Indicator’'s and strong emphasis on
quality, resident satisfaction, complaints procedures and environmental issues.

The Form of Contract recommended by Ridge & Partners to deliver the contract is the
Joint Contracts Tribunal (JCT) Standard Form of Measured Term Contract 2006 Edition
Revision 2 (2009) further amended as set out in the Tender Document. The successful
contractors will be awarded a 4 year contract with an option to extend by agreement with
the Council for a further period of 2 years, depending on their performance over the
contract period.

As set out in the January 2009 Cabinet report, the current robust controls and monitoring
arrangements will continue as a minimum standard. The formal monthly Operational Site
Meeting (OSM) attended by both CBC and CBH have put in place arrangements to
capture the performance monitoring of the Capital Improvements contracts which will
include progress against the agreed programme, monitoring of expenditure against
agreed budgets, analysis of performance against KPi’s, the quality and standard of the
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4.10

5.1

5.2

5.3

6.1

7.1

8.1

9.1

services provided to tenants by reviewing customer satisfaction reports and direct liaison
with tenants. In addition, a progress report on the performance of the contractors and
their progress will be presented to the Portfolio for Neighbourhoods on a monthly basis at
each Portfolio Holder liaison meeting.

CBH’s role as the Contract Administrator (CA) is key to the success of this contract. CBH
will manage the contract on behalf of the Council which will include managing day to day
issues/arrangements of the contract and act as the main point of contact for all parties
through the nominated representative. The CA through the nominated representative will
attend the monthly OSM to report on the contractor’s performance. The role of CA is also
clearly defined within the JCT form of contract.

Proposals
To accept the recommendations of Ridge & Partners and team members by:

Awarding the contract to deliver the Gas Servicing and Associated Repairs contract to
Morrison Plc.

To enter with the successful contractors into a 4 + 2 year JCT Standard Form of
Measured Term Contract 2006 Edition incorporating Revision 2 (2009), further amended
as set out in the Tender Document.

Strategic Plan References

This decision is part of delivering against the Homes for All priority in the Council’s
Strategic Priorities 2009 — 12 by ensuring the decency and upkeep of the Council’s
housing stock. It is also a key action in the Housing Strategy adopted by Cabinet in 2008.

Consultation

Tenants and Leaseholders have taken an active part within the overall procurement
process in various ways which include, attending the presentation/consultation by Ridge
& Partners on the outcome and recommendations of the PQQ’s and taking part in the
final interviews for selection.

Publicity Considerations

Good communication with tenants is vital and the Council working closely with CBH will
need to issue information to its tenants to advise them of new contract arrangements,
how it will affect them with ongoing updates as the programme progresses. Again this
information will follow once the contract is let and more detail discussions have taken
place with the successful contractor.

Financial implications

The financial implications are contained within the main body of the recommendation
report with appendix A. This contains commercially sensitive information and should only
be viewed as a representation of spend to enable contractors to be equally assessed
against each other. However the anticipated first year annual spend based upon notional
delivery requirements amounts to £513,158.18.
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10.

10.1

1.

11.1

12.

121

13.

13.1

Equality, Diversity and Human Rights implications

As part of the contractor’s tender submissions, Equality and Diversity was a key element
of the evaluation process. Contractors were both evaluated and questioned at interview
stage with regard to how they will deliver services to tenants from BME origins, with
disabilities and other support needs. Contractors are aware of the need to tailor the
service they provide to meet individual needs of tenants. This is likely to include support,
information in various languages.

Community Safety Implications

There are none directly arising from this report.

Health and Safety Implications

Through the role of Contract Administrator CBH will be responsible for ensuring Health
and Safety requirements are fully complied with.

Risk Management Implications
By following an EU compliant tender process and by implementing the controls and

recommendations as set out in this report, the Council is seeking to mitigate against any
potential risks or challenges.

Background Papers
Report on responses to pre-qualification questionnaire
Tender Evaluation, recommendation report for contractor appointment
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Item

Cabinet 1 1 (I)

Colchester 30 June 2010

R

Title
Ward

Report of Head of Environmental & Protective Author Beverley Jones

Services = 282593
World Heritage Site Status

s Not Applicable

affected

This report concerns World Heritage Site Application made by Destination

Colchester.

1.1

2.1

3.1

41

4.2

Decision(s) Required

To confirm the approach outlined by Deputy Leader of Colchester Borough Council in the
recent correspondence with Wendy Bailey, Chair of Destination Colchester that
Colchester Borough Council supports the application for World Heritage status, but that
funding would have to be found through public subscription

Reasons for Decision(s)

Colchester Borough Council has been approached by Destination Colchester to support
the recent submission of an application for Colchester to be considered for World
Heritage Site status and it is necessary to clarify the funding implications of this
application.

Alternative Options

Financial support towards the application process could have been committed. The cost
associated with progressing an application for World Heritage Site status through to final
decision by the World Heritage Committee is estimated to be between £200-400k and
given the financial circumstance of Local Government this would mean finding savings in
other services

Supporting Information

The Department for Culture, Media and Sport (DCMS) website states that inscription as a
UNESCO (United Nations Educational, Scientific and Cultural Organisation) World
Heritage Site is an acknowledgement of the truly global significance of a location. All
World Heritage Sites have to be of truly global importance, therefore the World Heritage
List is inevitably very selective and many places of national, or even of international,
significance will not make it on to the list.

Inscription also carries responsibilities for the protection, preservation and transmission
to future generations of the site’s Outstanding Universal Value. Preparing a nomination
and managing sites for the long term are both costly. These commitments should not be
underestimated and should be considered carefully before any application is made.
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4.3

4.4

5.1

5.2

5.3

5.4

5.5

6.1

Each nominated site must meet at least one of the ten criteria which constitute
UNESCO'’s assessment of Outstanding Universal Value. These are outlined in Appendix
1

The application process has many stages — the first of which is the application to DCMS
to be considered for inclusion on the “Tentative List”. The “Tentative List” will then be
used as the basis for potential nomination to the UNESCO in 2011. The final decision
will be made by the UNESCO World Heritage Site Committee in 2012.

Proposals

Destination Colchester have taken the lead on this issue and co-ordinated the application
for inclusion on the “Tentative List” which was submitted to the DCMS in June 2010.

The application could not progress without the support of the Local Authority and as such
Clir Martin Hunt, Deputy Leader for Colchester Borough Council confirmed support for
the application.

The letter stated that on behalf of Colchester Borough Council, both as local planning
authority and major land owner; he was pleased to confirm support for the current
application for Colchester to be included on the UK Tentative List for inscription as a
UNESCO World Heritage Site. As the capital of Roman Britain and the site of Britain’s
only Roman circus, it is an honour which Colchester fully deserves.

Due to the current financial pressures facing Local Government in general and in
particular Colchester Borough Council, a further letter was sent confirming that no
funding could be made available to support the application process.

The letter stated that should the application progress through to the second and
subsequent stages, any financial costs which need to be incurred will not fall on
Colchester Borough Council, and would be raised by public subscription through the
good offices of Destination Colchester.

Standard References
There are no particular references to the Strategic Plan; publicity or consultation

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

Background Papers

Letter to Wendy Bailey, Chair Destination Colchester dated 7 June 2010 (confirming support)
Letter to Wendy Bailey, Chair Destination Colchester dated 7 June 2010 (confirming financial
position)

UNESCO World Heritage Site - www.whc.unesco.org/
Department of Culture, Media & Sport (DCMS) -
www.culture.gov.uk/historic_environment/world heritage/
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Appendix 1

UNESCO'’s criteria for the assessment of Outstanding

Universal Value

(para 77 of the Operational Guidelines)

(i) represent a masterpiece of human creative genius;

(ii) exhibit an important interchange of human values, over a span of time or
within a cultural area of the world, on developments in architecture or technology,
monumental arts, town-planning or landscape design;

(iii) bear a unique or at least exceptional testimony to a cultural tradition or to a
civilization which is living or which has disappeared,;

(iv) be an outstanding example of a type of building, architectural or technological
ensemble or landscape which illustrates (a) significant stage(s) in human history;
(v) be an outstanding example of a traditional human settlement, land-use, or
sea-use which is representative of a culture (or cultures), or human interaction
with the environment especially when it has become vulnerable under the impact
of irreversible change;

(vi) be directly or tangibly associated with events or living traditions, with ideas, or
with beliefs, with artistic and literary works of outstanding universal significance.
(vii) contain superlative natural phenomena or areas of exceptional natural
beauty and aesthetic importance;

(viii) be outstanding examples representing major stages of earth's history,
including the record of life, significant on-going geological processes in the
development of landforms, or significant geomorphic or physiographic features;
(ix) be outstanding examples representing significant ongoing ecological and
biological processes in the evolution and development of terrestrial, fresh water,
coastal and marine ecosystems and communities of plants and animals;

(x) contain the most important and significant natural habitats for in-situ
conservation of biological diversity, including those containing threatened species
of outstanding universal value from the point of view of science or conservation.
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@ Cabinet 1 Itzerzl)

Colchester 30 June 2010
—_
Report of Monitoring Officer Author Andrew Weavers
= 282213
Title Revised Executive Arrangements
Wards All wards
affected

This report gives details of the process required to comply with the
requirement for the Council adopt revised Executive arrangements.

1. Decision(s) Required

1.1 That the Council be recommended to note the procedure and timetable for the review of
executive arrangements under Part 3 of the Local Government and Public Involvement in
Health Act 2007 and to authorise that the required public consultation be carried out as
the initial stage of the procedure.

1.2  To delegate to the Leader of the Council in consultation with the Group Leaders on the
outcome of the consultation and the decision required of Council.

2. Reasons for Decision(s)

2.1 The Council is obliged to comply with the requirements set out in part 3 of the Local
Government and Public Involvement in Health Act 2007 otherwise the Secretary of State
has the power to impose the new Leader and Executive model on the Council by default.

3. Alternative Options

3.1 Although options will be available to the Council at a later stage of this process, for now
this report deals with a statutory procedure which the Council must follow.

4. Background Information

41 The Council's present executive arrangements were adopted under the Local
Government Act 2000 and are based on a Leader and Cabinet form of executive. They
came into effect in May 2001. Part 3 of the Local Government and Public Involvement in
Health Act 2007 amends the 2000 Act and requires that local authorities adopt new types
of executive arrangements in accordance with set timetables. In the case of district
councils, the new arrangements must be adopted by 31 December 2010 and come into
effect on 8 May 2011.

4.2  Under the 2007 Act, councils have the choice of adopting one of two types of executive:

e a Leader and Executive, or
¢ an elected Mayor and Executive

4.3 Both models place all executive powers in the hands of one individual, either an elected

Mayor or a “strong” Leader. The features of each model and the powers of the Leader
and elected Mayor are described below.
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5.1

5.2

5.3

5.4

The Options for Executive Arrangements
Leader and Executive model

The Leader is elected by the Council at the Annual Meeting after the borough elections.
He or she serves as Leader for the remainder of his or her term of office as a councillor,
i.e. a maximum of four years. However, the Constitution may, if the Council wishes,
provide for the removal of the Leader by a majority resolution of the Council. This is
particularly relevant where there is change in political control of the council.

When initially appointed the Leader holds all of the Council’s executive functions under
his or her personal control, except for those reserved to the full Council under the
Constitution (these include the setting of the budget and adoption of major policies and
strategies). It will then be for him or her to choose whether to exercise some or all of
these functions personally or to make arrangements for their discharge by the executive
(i.e. the Cabinet), by a Cabinet member, or by officers. The extent of these delegation
arrangements will need to be detailed in the Constitution, as they are now.

The Leader will choose which members to appoint to the executive, and how many,
although it must be between two and nine members. One of them must be appointed as
Deputy Leader who will ordinarily serve for the length of the Leader’s term of office. The
Leader will decide which portfolios to allocate to the Cabinet members and what, if any,
executive powers they should exercise. Cabinet members may be appointed and
dismissed at any time by the Leader during his or her term of office. If the Leader is
unable to act or the position becomes vacant, the Deputy Leader will assume his/her
responsibilities.

Budget proposals from the Leader (or Cabinet, depending on the delegation
arrangements) may be overturned by a simple majority of the Council.

The elected Mayor model

5.5

If this option is chosen, the Mayor will be elected by the local government electors for
Colchester at the same time as the local elections on 5 May 2011. As with the Leader
and Executive option the Mayor will:

e be elected for four years unless he or she resigns or becomes disqualified.

[That person need not be a member of the Council but if a serving councillor is
elected as Mayor his or her seat on the Council automatically becomes vacant]

e initially hold all the authority’s executive powers (except for those reserved to the
Council by its Constitution);

e appoint between two and nine members of the Council to the Executive and
decide what, if any executive powers they will exercise. The Mayor may dismiss
any executive member at any time and appoint a replacement

e appoint one of those executive members as Deputy Mayor and that person will
exercise the powers of the Mayor in his or her absence or if he or she no longer
holds office

e the Mayor’s budget proposals can be overturned only by a two thirds majority of
the Council
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6.1

6.2

6.3

6.4

6.5

6.6

The Procedure for Changing Executive Arrangements

The 2007 Act requires that the process for making changes to the executive
arrangements is carried out in three distinct stages:

1. Before drawing up proposals for change, the authority must “take reasonable
steps to consult the local government electors and other interested persons in the
area’.

2. The authority must then draw up proposals, which should be a schedule of the

proposed changes to the Constitution, the implementation timetable and any
transitional arrangements. The reference to the “authority” drawing up the
proposals indicates that this requires a second resolution of Council. Once the
proposals have been drawn up, the authority must make them available to the
public and advertise that they are available (although there is no provision for
anyone to comment on them or for the authority to have regard to any such
comments). The period for such publicity is also not prescribed.

3. The Act then requires that the authority (i.e. Council) must resolve to implement
the proposals.

The first step, therefore, is to consult the residents of Colchester and find out which of
the options they prefer. It is proposed to do this during August and September.

The results of the consultation will then be reported to the Cabinet, which will be asked
to recommend to the Council the preferred option, taking into account the views
expressed by the residents of Colchester.

The Council must then give notice of its intention to adopt its preferred option and publish
the detailed arrangements for moving over to it, including the amendments required to
the Constitution and the timetable for implementing the change. There is no requirement
to seek the views of residents on the details of the proposals, merely a requirement to
publish them. The Council must then formally resolve to adopt the new arrangements.
In drawing up the proposals, the Council must consider the extent to which the
proposals, if implemented, would be likely to assist in securing continuous improvement
in the way in which the local authority’s functions are exercised, having regard to a
combination of economy, efficiency and effectiveness.
It is not clear at this stage whether the Coalition Government intents to alter this
requirement. However primary legislation will be required and in the meantime the
statutory timetable imposed by the 2007 Act remains in force.
Proposed Timetable
The timetable for the review and implementation of the new arrangements is as follow:

e 30 June 2010 - Report to Cabinet

e 14 July 2010 - Report to Council seeking approval to timetable

e August and September Consultation period

142



8.1

8.2

8.3

9.1

10.

10.1

1.

7.1

12.

121

e Due to the tight timetable, Cabinet to agree that the decision on the outcome of
the consultation and the decision required of Council be delegated to the Leader
of the Council in consultation with Group Leaders.

e 13 October 2010 - Report to Council to decide which of the options it intends to
adopt

e 11 November 2010 - Publication of notice of intention to adopt new arrangements
and publication of detailed proposals

e 9 December 2010 - Resolution of the Council to give effect to the new executive
arrangements and to adopt the required constitutional changes from the next
Annual Meeting

e 10 December 2010 - Inform Secretary of State of change in executive
arrangements

e 17 December 2010 - Publish notice of change in arrangements

e 8 May 2011 - New form of executive arrangements come into effect
Conclusion
The Council must adopt one of the forms of executive described in this report, in the
timescale mentioned. If it fails to adopt either, the Secretary of State has power to
impose on it the Leader and Executive form.
The consultation on the options should present a balanced statement of the features of
each and it would not be appropriate for the Council to come to a view on which it prefers
until local people have had a chance to make their views known.
The process for changing executive arrangements and the timing of its elements are
such that an additional meeting of the Council will need to be held in November to pass
the necessary resolution to give notice of the Council’s preferred option before it

Strategic Plan References

The Council’s governance arrangements forms parts of the Council’'s commitment to
customer excellence which underpins the Council’s Strategic Plan vision.

Financial Considerations

None at this stage. However at later stages there will be costs associated with giving
public notice of proposals and electoral costs associated with holding a referendum to
elect a Mayor, if that option is chosen.

Equality, Diversity and Human Rights Implications

No particular implications

Publicity and Consultation Considerations

The Council’s proposals will be subject to public consultation.
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13.  Community Safety Implications

13.1 None

14. Health and Safety Implications

14.1 None

15. Risk Management Implications

15.1 If the Council fails to adopt new executive arrangements within the prescribed timescale,

the government will impose changed arrangements, to the detriment of the Council’s
reputation
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Agenda item 12(ii)

EXTRACT FROM THE MINUTES OF THE MEETING OF THE
POLICY REVIEW AND DEVELOPMENT PANEL
HELD ON 14 JUNE 2010

Councillor Nigel Chapman (in respect of being a member of 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 William Frame (in respect of being the Chairman of the Board of Colne
Housing Society) declared a personal interest in the following item pursuant to the
provisions of Meetings General Procedure Rule 7(3).

Councillor Michael Lilley (in respect of being the Labour Group's spokesperson on
the 2012 Partnership) declared a personal interest in the following item pursuant to
the provisions of Meetings General Procedure Rule 7(3).

Councillor Margaret Fisher (in respect of her membership of Essex County Council)
declared a personal interest in the following item pursuant to the provisions of
Meetings General Procedure Rule 7(3).

Councillor Michael Lilley (in respect of his role as a carer for his mother) declared a
personal interest in the following item pursuant to the provisions of Meetings
General Procedure Rule 7(3).

4, Work Programme 2010 / 11

The Panel considered a report by the Head of Corporate Management explaining that by the
end of the last Municipal Year the Policy Review and Development Panel had completed a
number of very important tasks and received presentations on various interesting and
stimulating subjects and presenting a preliminary work programme for the forthcoming year.

A number of Task and Finish Groups had previously been set up by the Panel and details of
the progress made by each of the Groups was reported as follows:

Waste Prevention and Recycling Options Appraisal

The work was continuing, concentrating on two streams in particular:

e Strongly encourage participation — investigating methods to encourage further
participation in recycling including looking at experience elsewhere from the use of
incentives, enforcement;

e Food waste collection — to further explore the benefits of food waste collection and look
at how potentially this could be trialed in the Borough.

The group had not yet met this year but a schedule was being arranged, bearing in mind the
work that was happening around the Street Services Fundamental Service Review so that
both processes could be aware of each other.

It was requested to schedule the Waste Task and Finish Group report for the November
meeting of the Panel.
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Historic Town Centre Improvements

A series of quick wins had been completed which included:
e Works in St Peter’'s Churchyard, North Hill and a service where the Garrison adopted
the church as its town centre location
e A contribution to renovation works on the Essex and Suffolk Fire Office colonnade.

The major parts of this work were the need to reduce unnecessary traffic in the town centre
and making arrangements ahead of the closure of the bus station in 2012.

It was suggested that the Group should report to the Panel in September 2010 and January
2011.

20 mph Speed Limits

A meeting with Councillor Hume and officers would take place on 20 July 2010 to discuss a
number of transportation matters. It was hoped to include an item on 20mph speed limits to
seek County Council acceptance to the approach in principle and a potential way forward with
a joint engagement programme. This would be the first meeting post-general election following
which there had been a number of significant funding announcements on transport and the
time may have to be used to discuss the way forward on a number of projects.

The Task and Finish Group had not met since early February but continued to have a role,
subject to further dialogue with Essex County Council.

Night Time Economy

The work of this Group had drawn to a conclusion with the Peer Research and the best
practice commissioned report being the only outstanding elements left to complete. The final
report was likely to identify those key actions either short, medium or long term that would
have the most impact on delivering a town centre which was safe and welcoming to all in the
evening.

Mayoralty

This Group reported to the Panel at the end of 2009 when Councillor Hunt’s offer to Chair an
informal Civic Sub Committee to discuss certain civic related matters was accepted.

Responsibility for civic related matters had been transferred to the portfolio responsibilities of
Councillor Smith and arrangements would be put in place to invite Councillor Smith to continue
the informal arrangement initiated by Councillor Hunt.

The Council’s Draft Strategic Plan Action Plan for 2010 -11 had also been attached to the
report for the Panel to bring to members’ attention the scope of work upon which the Council
would be concentrating its resources for the period April 2010 to March 2011. The Panel was
invited to identify potential areas of work, for inclusion, subject to Cabinet approval, within the
Work Programme for the year.

A number of potential areas of work were identified as follows:

e Olympics 2012 with the involvement of the Chairman of the 2012 Partnership as well
as other key partners from the University and Garrison;
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¢ Integrated County Economic Development Strategy / The State of Essex report
with contributions from representatives from Essex County Council;

e Review of Accommodation for Older People with contributions invited from Age
Concern, Essex Social Services, Colchester Aimshouses and Balkerne Gardens;

e Energy Savings Trust with a detailed breakdown of this Council’'s energy saving
Initiatives;

e Allotments Strategy with an exploration of the opportunities to convert more land to
use as allotments;

e Cycle Paths and the Cycle Town Initiative

The Panel felt that there was a need to raise the profile of the work of the Panel to ensure that
its considerations might reach a much wider audience of Councillors, media and members of
the public. Additionally, previous attempts to involve the participation of partner organisations
and other stakeholders needed to be continued and explored further with a view to developing
much greater interest in the work and increased value to the eventual outcomes.

A number of members were interested in additional initiatives for younger people, such as the
Youth Bus, and the potential to draw in resources from a variety of stakeholders to widen the
solutions available and able to be funded successfully. However, due to other issues taking
more immediate priority, this was not considered entirely feasible for inclusion formally in the
Panel’s work programme at this stage.

At the last meeting of the Panel representations had been made by Parish Councillor John Gili-
Ross on the consultation on the development of North Station as part of the Council’s
Supplementary Planning Document. It was considered that this subject was a matter for the
Local Development Framework Committee and any additional involvement by this Panel would
lead to unnecessary duplication of work.

RESOLVED that -

(i) The progress made by the various Task and Finish Groups be noted and arrangements
be made for update reports to be considered by the Panel as follows:

(a) Waste Prevention and Recycling Options Appraisal — 8 November 2010,

(b) Historic Town Centre Improvements — 20 September 2010 and 10 January
2011,

(c) 20 mph Speed Limits — 9 August 2010,

(d) Night Time Economy (final report) — 9 August 2010;

(i) That Parish Councillor Gili-Ross’ request regarding the consultation on the development
of North Station as part of the Council’s Supplementary Planning Document be not accepted
on the grounds that this was a matter for the Local Development Framework Committee and
Parish Councillor Gili-Ross be informed accordingly.

RECOMMENDED to the Cabinet that agreement be given to the Panel to undertake detailed
investigations and to formulate recommendations, on behalf of the Cabinet, in relation to the
following subject areas, with possible dates for consideration as indicated:

(i) Olympics 2012 — November 2010;

(i) Integrated County Economic Development Strategy / The State of Essex report —
September 2010;
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(i)  Review of Accommodation for Older People;
(iv)  Energy Savings Trust;

(v)  Allotments Strategy;

(vi)  Cycle Paths and the Cycle Town Initiative.
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